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FOREWORD
 

This eighti in the series of Interim Reports from the Zilla
 
Roads/local Finance Pro iect focuses on revenue and expenditure activities
 
of zilla and union parishads. 
 The analysis is based on local financial
 
data collected from a census of zilla parishads and a sample of union
 
parishads covering the period 1976-77 through 1980-81 as well as personal
 
interview data collected during 1982.
 

The study suggests that neither level of local government mobilizes
 
considerable sums of own-source revenues, especially when viewed in per
 
capita terms. While Frants constitute a major source of funding for
 
these local bodies, growth in this revenue source 
has been lacking and
 
sporaric. Several recommendations are made to improve the fiscal health
 
of these governments in light of the reported findings.
 

The Lmcal Finance Project is one component of the Bangladesh Zilla 
Roadf. Maintenance and mprovement Project (Project Number 388-0056) and 
is intended to increase the capacity of local governments in Bangladesh 
to mobilize and effect ively administer financial resources. While a
 
Final Report will be 1qsued at the close of the project, these interim
 
reports are being relea:;ed as It
the analysis occurs. must be emphasized
that an:, findings and conclusions contained herein are provision and may 
he altered by the time the integrated Final. Report is issued (scheduled
for November 1983'). Tie work is supported by the United States Agency 
for International Development, Washington D.C. under Cooperative 
Agreement (AID/DSAN-CA-0198). 1he views and interpretations in this 
pi- 1bicatiou are our own and should not be attributed to the United States 
Agency for International Development. 

Larry Schroeder
 
Project Director
 
Zil.la Roads/Local. Finance Project
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A REVIEW OF BANGLADESH ZILLA AND UNION
 
PARW SHAD FINANCES
 

Zilla and union parishads derive revenues from a variety of local
 

and non-local sources and expend them 
on an assortment of activities.
 

This paper reviews the recent history of these 
revenue and expenditure
 

flows so that recommendations concerning alteration in the finance system
 

can be made with knowledge of the r.rrent state of financial affairs of
 

the local bodies.
 

Zilla parishad (ZP) finances 
are studied first. The examination
 

includes a brief 
review of the revenues available to these governments, 

the extent of their reliance upon these revenue sources and the growth 

patterns detected from a census of zilla parishad finances covering the 

period 1976-77 through 1980-81. This section is followed by an analogous 

review of ZP expenditures. Finally, a statistical analysis of factors 

related to Interdistrict differences in ZP finances is made. 

The second portion of the paper tollows a similar format but with 

union parishad (UP) finances as the subject of inquiry. Again both 

revenues and expenditures are analyzed, in this case for a sample of 42 

UPs in the districts of Faridpur, Rangpur and Sylhiet. 

'lhe paper closes with several recommendations regarding policies 

which could improve the finrancial affairs of the.;(! Inca bodies. 

Potential Reverne,Sources of Zilla Parishads 

Potenti il revenues ot zilla parlshads include both own source and 

Jiinergovernnaeiiltal revenues. The former consist of several taxes, fees 

•ind charge. levled within the districr while the latter comprise numerous 
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grant programs designed to transfer funds from the central government to 

the ZPs. 

Own Source Revenues 

The taxes, rates, tolls and fees stipulated in the Fourth Schedule 

of the Local Government Ordinance, 19761 as well as rents, profits and 

proceeds from the sale of ZP property constitute the own source revenues
 

available to ZPs. While the list In the Fourth Schedule contains 28 

items, Paragraph 60 of the Local Government Ordinance prohibits both 

union parishads and zIl.a parishads from imposing identical levies 

thereby shortening the effective list considerably. In fact, zilla 

parishad own source revenue,, currently consist primarily of the immovable 

property transfer tax, fees and rates imposed on a few activities and 

tolls from roads, ferries and bridges. 

The Immovable property transfer tax is I levya percent imposed on 

the value of all land and permanent structures sold within the 

boundaries of the ZP.2 While it constitutes the primary ZP revenue 

source, it is collected and administered by the Ministry of Law and Land 

Reform with 97 percent of the proceeds distributed to the ZP in which 

the property lies (tfie remaining 3 percent is retained by the Ministry 

IIhe Fourth Schedule is .;hown in Appendix B of larry Schroeder and 
Haniruzzaniln, "local Government Structure in Bangladesh" Interim Report
I, [ci ;Il I2evenue Administration Project, Metropolitan Studies Program, 
The Ma 'we I I Sc!iol (Svracuse, NY: Syracuse University, November 
1982),pp. 10-71. 

, el i ,!.ive anj, y; is tf the ta) Is found in ,lames A]m, "The 
itmuio%,,,l 'I ,|. rtv l'riti . let 'lax as a T.ocal Covernment Revenue Source," 
InteiIm lRef,)rt No,. 3, l,ocal IKevenue Administration Project, Metropolitan
Studil(,: Pro,ram, 'lhe Maxwell Sc'hool (Syracuse, NY: Syracuse University, 
March 198'0. 
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to help cover adminisltrative costs). Because ZPs lack control over this
 

tax, it is little more than another form of intergovernmental grant whose
 

size depends upon property transactions within the ZP.
 

Tolls on roads, bridges and ferries provide another source of local
 

from franchies.Irevenues derived ferry
revenue with nearly all of the 

Franchises are issued to operators who collect tolls from ferry users 

with the to]l rates set by the ZP. This arrangement provides the ZP with 

revenues without great cost since, once the franchises are auctioned, the 

ZP needs only to police the ghats periodically to ensure that proper 

toiis are being charged.2 'te franchise holder is responsible for all 

operating ond maintenance costs on the ferry as well as the landlng. 

Some minor tees and rates are also levied by ZPs. One common fee is 

a registiation fee charged to contractors who wish to submit bids ior 

construction contracts let by the ZI'. Other fees include license fees 

for velitcles, tees charged to patients receiving antirabies vaccine, and 

fees pold by schools, charitable dispensaries and veterinary hospitals In 

the district. 

1Tolls on roads are ir have been levied In some zilia parishads. 

For a disctsslon (d this source of revenue see Larry Schroeder, "'loll 
lEoad.F as a Z'Lia P'arishai ,evenue Source: A Case -- Ay," Interim Report 
No. 2 , lo ca I Revenue Acminist rat Ion Project, Metropolitan Studies 

Program, T]he Maxwe I Schon (Syracuse, NY: Syracuse Un Iversity, 

Novtmbcr 198,') 

'he .pe( i ic regul at ;ons that apply to the operation of 

t-l I- levying: franchises are del ineated in Chapter V of the Rules Under 

t he I, tIc Demrlci; cies (rder (Those Applicable to 1)strict Councils) 

Dihaka, 108 
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Another zilla p.arishads revenue 
source is rent, profit and sale
 

proceeds from ZP property. For example, road rollers and cement mixers
 

are owned by 
some ZPs which, in turn, rent the equipment to construction
 

contractors. Many also roadside
zillas lease 
 land to individuals and
 

operate ZP-owned structures, e.g., dak bungalows. 
 Timber on ZP land
 

(especially roadsides) is sold in some districts to generate additional 

revenues. Interest is from balancesincome earned cash deposited in 

local banks. Most of these sources are, however, quite small when
 

compared with revenues 
from the property transfer tax.
 

Until 1976 the local 
rate attached to the central government's land
 

tax generated zilla parishad revenue. 
 The rate was abolished when the
 

Land Development Tax 'as instituted; however, since 1976 
some ZP revenues
 

have been derived from arrear collections.
 

Intergovernmental Grants
 

Two kinds ot intergovernmental. 
grants are received by zilla
 

parisliads. The first, termed "normal grants," 
 consist of several
 

different grant programs. Among these 
are: (1) augmentation grants
 

designed to aid development activities 
In the Z1P; (2) grant in lieu of 

the zanidar's contribuiton to the zilla parlshad to compensate for the 

revenue loss associated with the abolishment of the zamnindarl system in
 

effect during the British era; (3) special grants which provide hardship 

al]owance,; to ZP employees; (4) conmpensatmm grants toused Increase 

I'or a more coml-, .hensIve review of intergovernmental grant programs
In I~ang]oderh and an anailysis of their economic and fiscal effects, see 
Ro Kmh, "Intergover C lts'1 nment al G a li 11 Bangl ade sh"' Ioca I Revenue
Adiist ra tion P'roIent , MetroiolI I ar, Studies Ilogram, The bIaxwell School. 
(Sy raciue , NY: Syro cietIl ver! I-y, forthco tiiig). 
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staff salaries; and (5) grants against specific projects carried out by 

the ZP but fully funded by the central government. 

The second major intergovernmental grant is the Rural Works 

Programme (13,P). The RWP has been the major rural development program 

carried out by local government bodies since its inception as an 

experimental project begun In Kotwali thana, Comilla, in 1961-62. The ZP 

portion of the program, while smaller than its thana and union 

counterpart, is a major source of monies for construction and 

reconstruction of roads and bridges In the district. 

Actual Revenues of Zilla Parishads 

711 a pari ,Iiad revenues generated during the period 1976-77' through 

19HIA-81 are anl y:',ed in thi,; section. Total and per capita actual 

reveni'es (rather than budgeted amounts) are studied in both nominal and 

lea I termns; ; od itionally, annual growth rates in these amount,; are 

exali nvd. 

'IheI, ta tuied are based on a census of zil1la pali ishad fIninces 

condict.d between ,aicli and September )'. I Miile attempts were made to 

L L)Iect data f-om all Ml's Ior the ent re live year period, tbere were 

some dist 1cts fi whi th data were not available (Table 1). lawalptir was 

ctcat Ied trow o p, 'tMVm 1MV .nIwI,,Ih )1, ;t. ri 't In 19 tIne rebY d(A:11,tint og 

I'- de!cript im (11 ti dat a-col le(t tou iprO( e: ; a11l tecnlrueo, 

see. i, rv , chr- ,lro , w th Ihan hcrshel 1nd Muiu rlddI cL, "(A 11 ct 1 0 ( Ill 

(0o\,' ki, 'It FI t; i I DtaLo i leve 1op , (,ocunttI ITIeeo;,: ian desic 

itXl'I. ", int(cril, k,poln NO . ', IO .el Nivenue Admiinci! tlat I.oject 

V4t I ()I;(,I Iit , PTu',rai, lit. I (I yr Svrocuse1c I I 'Ihe we 11,Icwov cuSt, Y: 

I'll I \I(. r,-!I " i t' PW ,0 
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TABLE I 

ZILLA PARISHAD FINANCIAL DATA ANALYZED 

Fiscal Years
 
For Which Data
 

Zilla Parishad 


3. Chittagong 

2. Chittagong lil] 
3. Comilla 

4. Noakhali 


5. Sylhet 

6. Dhaka 

7. Farldpur 

8. Jamalpur 

9. Mymensingh 

10. Tangail 

11. Barisal 

12. Jessore 


13. khulna 
14. Kusbtia 

15. l'atuakhall 
16. Bogri 


17. linajpur 
1.8. Pubna 

1.9. Raj shahl 
"0. Rangpur 

Tracts 


d39i7 here refert; to the fiscal 

SOURCE: Compiled by author. 

Are Available a
 

1977-81
 
1977-81
 
1977-81
 
1978-81
 

1977-81
 
1977-81
 
3977-81
 
1980-81
 

1977-81
 
1977-81
 
1977-81
 
1977-81
 

1977-81
 
1979-81
 
1977-81
 
1977-81
 

1977-81 
1977-81­
1977-81 
1977-81
 

year 1916-//. 
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for the three years of missing data. It was not possible to obtain data
 

fc-r Noal.llali and Kushtia for the first two or three years of the time 

peiiod. 

Total Revenues by Source 

revenues by zilla

Table 2 displays the average total received i 

five years when data available. Zilla 
parlshads for each of Ohe were 


and the unavailability
parishad accounting practices, revenue structures 

revenues computed from different numbers of
of data result in mean 

in the parentheses below each entry

observations. (The first number 


the result was based.) Different
which
indlcates the niumber of ZPs on 


ZIl revenue structures mean that all Jurisdictions do not necessarily
 

revenue while alternative accounting techniques mean
 
obtain each type of 


Z1 do not: report revenues similarly In their financial accounts.
 
all 


determination 
of mean
 
Rather than including these zero entries in the 

zero revenues, the table has been constructed by omitting entries. The 

are,displayed means therefore show the amounts Ahich on average, 

for which the particular revenue source is reported
collected in the ,P's 


to have been collected.2
 

1Lven though standard accounting practices in Bangladesh Include
 

arethe "revenues" of local bodies, they not 
Opening 1ilaces among 


in the flow of income 
included here since we are particularly interested 

and how these flows differ across
ieto the gcToltenta I accounts 


Indclanige over time.
.Ujrid,dLctIons 

be!ilce s . olud nl '' i parentheses indicates the frequency of
thle 

zero ent ri .s",ono, can ea.,ily recompute the mean s to indicate average 

'lhe dsplayed mean muiltiplied by the
revenue.'; iicross all districts. 

it, all reporting Z'1s.
iJr,;t number iii I.;'r itt1o.isi; yields wt, total amount 

su off tHe twO ntumlbers in parent-esis give[
This prodtlt d(iie I',, the 

the ,;ample.tie wean amoun t of revenue rned in all vat I.,he Zl's in 



TABLE 2
 

I.FAN ZILLA PARTSHAD REVENUES BY SOURCE, 1976-77 
- 1980-81 

Revenue Source 


Property Transfer Tax 


local Rate 


Rent, Profits and Sale 


Proceeds 


Fees and Rates 


Tolls on Roads Ferries 


and Bridges 


Interest 


Miscellaneous Revenue 


Voluntary Contributions 


Revu 


1976-27 


2,819,034 

(16,1)' 


334,411 


(15,2) 


553,96F 


(17,0) 


25,571 


(13,4) 


197,115 


(14,3) 


48,399 


(11,6) 


118,900 


(17,0) 


42,379 


(1,16) 


(in taka)
 

SFiscal 


1977-78 


3,425,981 

(17,1) 


159,470 


(12,6) 


578,695 


(18,0) 


27,250 


(12,6) 


193,845 


(15,3) 


95,145 


(12,6) 


176,930 


(18,0) 


2,191 


(1,17) 


Year
 

1978-79 


4,003,179 

(18,1) 


146,142 


(12,7) 


561,878 


(19,0) 


31,164 


(14,5) 


221,223 


(16,3) 


117,851 


(15,4) 


241,932 


(19,0) 


400,604 


(2,17) 


1979-80 


5,257,987 

(19,1) 


93,635 


(12,8) 


606,447 


(20,0) 


34,141 


(15,5) 


238,606 


(18,2) 


135,419 


(17,3) 


363,762 


(20,0) 


545,957 


(3,17) 


i980-81
 

4,498,665
 
(19,1)
 

59,133
 

(10,10)
 

465,348
 

(20,0)
 

34,285
 

(15,5)
 

296,870
 

(18,2)
 

155,093
 

(17,3)
 

308,505
 

(20,0)
 

697,656
 

(3,17)
 



TABlE 2 (CONT.)
 

Revenue Source Fiscal Year
1976-77 
 1977-78 
 1978-79 
 1979-80 
 1980-81
 
Normal Grants 
 403,119 
 433,613 
 383,525 
 408,350 
 386,677


(17,0) 
 (18,0) 
 (19,0) (20,0) (20,0)
 
Works Programme Grants 
 2,280,598 
 2,258,580 
 2,340,444 
 2,988,697 
 2,550,005


(14,0) (14,0) (16,0) 
 (17,0) 
 (17,0)
 
Special Grants 
 897,277 3,026,402 2,759,314 
 2,592,513 
 4,274,684


(8,9) (F,10) (6.13) 
 (5,15) (5,15)
 
Total Revenue 
 6.540,347 
 7,876,196 
 8,258,848 
 10,055,699 
 9,229,377
(17,0) (18,0) (19,0) 
 (20,0) 
 (20,0)
 

aFirst number in the 7'rentbesis represents 
the number of observations used 
to compute means;

second number represents the number of M 

the
 
for which no revenues were reported for this source;
were 10 districts there
in 1976-77 through In-F-79 
and 2C thereafter. The difference between the total
possibhe rumber of Tis 
and the sun of tb. 
two numbers shown In parentheses represent missing data.
 

SOURCE: Zilla Farishad Rne cds.
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The zero entry indicators are 
themselves informative. 
 For example,
 

no immovable property 
transfer tax is collected in the Chittagong Hill
 

Tracts even though 
for most ZPs this tax constitutes the largest 
income
 

source. The demise of the local rate 
is indicated by the increased
 

number of ZPs reporting no revenues 
from this source over the five year
 

period. Likewise, datathe show that vol LAia.y contributions are not 

commonly made to zilla 
parishads although the average 
size of the
 

contributions, where they were made, were large. I
 

The zero entries also reveal differences in accounting practices
 

across the districts, documented by the fact that three ZPs report no RWP
 

grant income In the current account of the District Fund and most do not 

report Special Grants. 2 
 Instead, these monies 
are held in special
 

accounts maintained by the DC. It is also possible that fees and rates 

as well as tolls are used more extensively than indicated by the number 

of zero entries for these sources. Arbitrary inclusion of these revenues
 

in the Rent, Profits and Sale Proceeds or in the Miscellaneous revenue 

categories would account 
for the apparent non-utilization of fees, rates
 

IFor a discussion 
of the role of voluntary contributions in 
lower
level local governments in Bangladesh, 
see Barbara D. Miller and Showkat
IHayat Khan, "Local Voluntarism and Local Government Finance in RuralBangladesh: Overview and Recommendations" Interim Report No. 6, LocalRevenue Administration Project, Metropolitan Studies Program, The MaxwellSchool (Syracuse, NY: Syracuse University, June 1983). 

Special grants usually
are 
 tied to specific projects or uses.
These Include the Divisional Development Board grants, Ilaor DevelopmentBoard grants, Sugar Cess Road Development Grants, Special Welfare Programgrants, Zero Population Growth grants and Food Storage Godown Construc­tion grants. For further discussion see Roy Bahl, "Intergovernmental
Grants in Bangladesh," Interim Report No. 10, forthcoming. 
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and tolls. These differences in accounting practices complicate analysis
 

of the data and require special handling of the entries. 

,table 3 provides information on the relative size of the different 

sources of revenue. In order to make intertemporal comparisons, the data 

have been restricted to the fourteen ZPs for which d3ta are available for 

the entire period and which include the RWP in the District Fund. 

(Special Grants have been omitted in this computation.) The results show 

that the property transfer tax and the RWP together account for 70-80 

percent of overall revenues in these local governments. Still, central 

government grants (normal and RWP) declined during the five year period. 

The monotonic decrease in the relative importance of normal grants is due 

to the fact that they remained nearly stable throughout the period (see 

Table 2). The property transfer tax grew in relative importance and by 

1980-81 accounted for approximately one-half of all revenues in these 

ZPs. The decIine it the local Rate as a ZP revenue is directly 

attribitable to the 197h imposition of the Land Development Tax. The
 

decline in ielzttive importance 
 of Rent, Profit and Sales Proceeds may be 

attributable to the fact thatt some sales, e.g., readside trees, 

constitute a one--tie only revUrrte source. 

Pet Cap LIta Revcnie,s.jy Source 

In tlhe ';ce of a growing poquLition, per capita revenues provide a 

bet tter Indicit or of the loc]l.rv' s ablility to finance spending needs than 

do totil ,VePies. In oider to comipute ZP income in per capita terms It
 

I - a '/ h) derive p'plation estimates for the time 
 period under 

examinaI io,'. (ensis popilation dat a are available only for the years
 

174 ind 181 ; urt he rmroie, It Is recognized that both censuses suffered
 

http:loc]l.rv
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TABLE 3 

PERCENTAGE DISTRIBUTION OF ZILLA PARISHAD REVENUES,
 
BY SOURCE, 1976-77 - 1980-81
 

(in percentages)
 

Fiscal Yeara
 Revenue Source 
 1976-77 1977-78 1978-79 
 1979-80 1980-81
 

Property Transfer Tax 
 40.7 45.5 48.3 50.7 
 49.4
Local Rate 
 4.9 0.1 1.4 0.6 0.5
 
Rent, 	Profit and Sales
 
Proceeds 
 9.4 10.0 7.5 6.7 5.3Fees and Rates 0.2 0.2 0.2 0.2 
 0.2
 

Tolls on Roads, Ferries
 
and Bridges 
 2.8 2.7 2.8 2.3 
 3.3
Interest 
 0.5 1.0 1.4 
 1.2 1.6
Miscellaneous Revenue 
 1.8 2.7 2.5 
 3.9 3.6
Voluntary Contribution 0.0 
 0.0 0.6 0.1 
 1.3


Normal Grants 
 6.2 6.5 5.1 4.2 
 4.5

Works Programme Grants 33.5 
 31.3 30.0 29.9 
 29.6
 

a
Only the 14 
zilla parishads for which data were available for the entire
period and which reported RWP grants in the District Fund were used for this
 
table.
 

SOURCE: Computed by authors.
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from undercounts. The Bangladesh Bureau Of Statistics prepares 

district-wise population estimates on an annual basis adjusted for the 
* undercountiig. 
We have used these data but have further adjusted them to 

include only the rural portion of the district under the assumption that 

zilia parishad fiscal activities are principally rural in nature.1
 

*Table 4 mean capitacontains per revenues by revenue source for 

those ZPs in which the particular source was non-zero during that fiscal 

year. Also shown in the table are the ranges of non-zero per capita 

amounts and the coefficients of variation. This last is thestatistic 


ratio of the variai'ds standard deviation to its mean (expressed in 

percentage termB) and itdcates the relative variability in the per 

capita amounts.
 

On a per capita 1 asis total own source revenues of the ZPs continued 

to grow, at least through 1979-80. This was the case both when the 

Chittagong Hill Tracts are included and excluded from the analysis. On
 

the other hand, 
total per capita resources available to the ZPs did not
 

grow steadily throughout the period. This is due to the fluctuations in
 

Works Programme grants which declined significantly between 1976-77 and
 

.1977-78 and subsequently rose to 
their former levels during the last two
 

*years; of the period.
 

The growth in per capita own source' revenues can be attributed 

primarily 
to the increase in per capita property transfer tax collections
 

Mjost Importantly, the imiovable property transfer tax Is derived
only from property transactions occurring outside pauraa~havas and
mnwicipal- corporations 



TABLE 4 

MEANS, COEFFICIENTS OF VARIATION AND RANGES IN ZILLA PARISHAD 
PER CAPITA REVENUES BY SOURCE, 1976-77 - 1980-81 

Revenue Source 1976-77 1977-78 
Fiscal Yeara 

1978-79 1979-80 1980-81 

Property Transfer Tax: 
Mean, 

C.V. 
Range 

TK. 0.67 

23.6 
Tk. 0.43-1.04 

Tk. 0.82 

31.3 
Tk. 0.24-1.35 

Tk. 0.96 

25.5 
Tk. 0.58-1.56 

Tk. 1.24 

33.6 
Tk. 0.78-2.68 

Tk. 1.04 

46.0 
Tk. 0.14-2.57 

Local Rate: 
Yean 

C.V. 

Range 

Tk. 0.10 

110.3 

Tk. 0.00-0.44 

Tk. 0.04 

110.0 

Tk. 0.01-0.16 

Tk. 0.03 

150.0 

Tk. 0.00-0.16 

Tk. 0.02 

138.0 

Tk. 0.00-0.09 

Tk. 0.04 

190.0 

Tk. 0.00-0.19 

Rent, Profit and Sales 

Proceeds: 
Mean 

C.V. 

Range 

Tk. 0.11 

114.1 
Tk. 0.01-0.43 

Tk. 0.11 

113.4 
Tk. 0.01-0.37 

Tk. 0.13 

91.6 
Tk. 0.03-0.45 

Tk. 0.14 

122.1 
Tk. 0.02-0.70 

Tk. 0 ll 

65.8 
Tk. 0.02-0.25 

Fees and Rates: 
Mean 

C.V. 
Range 

Tk. 0.01 
138.0 

Tk. 0.00-0.03 

Tk. 0.01 
118.0 

Tk. 0.00-0.02 

Tk. 0.01 
119.6 

Tk. 0.00-0.02 

Tk. 0.01 
131.0 

Tk. 0.00-0.04 

Tk. 0.01 
102.4 

Tk. 0.00-0.03 

Tolls on Roads, Ferries 

and Bridges:
Mean 
C.V. 

Range 

Tk. 0.03 
102.1 

Tk. 0.01-0.17 

Tk. 0.04 
93.4 

Tk. 0.01-0.13 

Tk. 0.05 
64.8 

Tk. 0.00-0.11 

Tk. 0.06 
74.6 

Tk. 0.00-0.13 

Tk. 0.07 
80.7 

Tk. 0.00-0.18 



TABLE 4 (CONT.)
 

Fiscal Yeara 
Pevenue Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Interest: 
Mean Tk. 0.01 Tk. 0.02 Tk. 0.02 Tk. 0.03 7k. 0.04 
C.V. 81.8 116.5 108.6 82.9 90.9 
Range Tk. 0.00-0.03 Tk. 0.00-0.09 Tk. 0.00-0.09 Tk. 0.01-0.09 Tk. 0.01-0.11 

Miscellaneous Revenue: 
Mean Tk. 0.04 Tk. 0.05 Tk. 0.06 Tk. 0.09 Tk. 0.09 
C.V. 93.0 82.5 136.3 93.2 136.6 
Range Tk. 0.00-0.12 Tk. 0.01-0.18 Tk. 0.00-0.38 Tk. 0.00-0.32 Tk. 0.00-0.54 

Voluntary Contribution: 
Mean Tk. 0.02 TI. 0.001 Tk. 0.10 Tk. 0.10 Tk. 0.15 
C.V. ... c 140.8 102.7 33.6 
Range Tk. 0.02-0.02 Tk. 0.00-0.00 Tk. 0.00-0.20 Tk. 0.00-0.20 Tk. 0.01-0.19 

Total Own Source Revenue: 
Mean Tk. 0.91 Tk. 1.02 Tk. 1.20 Tk. 1.51 Tk. 1.34 
C.V. 33.9 30.2 30.1 43.0 44.0 
Range Tk. 0.14-1.49 Tk. 0.23-1.44 Tk. 0.23-1.89 Tk. 0.29-3.48 Tk. 0.43-3.36 

Total On Source Revenues 
(Excluding Chittagong Hill 
Tracts): 
Mean Tk. 0.96 Tk. 1.07 Tk. 1.25 Tk. 1.58 Tk. 1.37 
C.V. 25.4 22.9 22.6 38.0 43.7 
Range Tk. 0.62-1.49 Tk. 0.66-1.44 Tk. 0.80-1.89 Tk. 0.99-3.48 Tk. 0.43-3.36 



TABLE 4 (CONT.)
 

Fiscal Yeara 
Revenue Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Normal Grants: 
Mean Tk. 0.11 Tk. 0.11 Tk. 0.10 Tk. 0.11 Tk. 0.10 
C.V. 23.2 25.0 22.8 25.2 23.0 
Range Tk. 0.07-0.18 Tk. 0.08-0.17 Tk. 0.07-0.17 Tk. 0.08-0.17 Tk. 0.08-0.17 

Works Programe Grants: 
Mean Tk. 0.93 Tk. 0.70 Tk. 0.70 Tk. 0.95 Tk. 0.99 
C.V. 174.0 89.6 94.3 90.6 140.3 
Range Tk. 0.38-6.53 Tk. 0.38-2.66 Tk. 0.04-2.21 Tk. 0.38-3.22 Tk. 0.11-5.26 

Total Revenue:d 

Mean Tk. 1.78- Tk. 1.68 Tk. 1.89 Tk. 2.43 Tk. 2128 
C.V. 74.3 -- 31.9 31.0 36.2 60.5 
Range Tk. 0.85-6.75 Tk. 0.99-2.97 Tk. 0.91-3.29 Tk. 1.43-4.57 Tk. 0.64-6.21 

Means and ranges in taka, coefficients of variation in percents.
 

aNumber of observations as 
shown in Table 1 (zero entries excluded). Where a minimum of zero is
 
indicated, It is due to rounding.
 

bC.V. refers to coefficient of variation.
 

COnly one non-zero observation.
 

dTotal revenue excludes special grants.
 

SOURCE: Zilla Parishad Records.
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between 1976-77 and 1979-80. The minor revenues remained quite stable in
 

per capita terms throughout the period.
 

The per capita revenue data for the minor revenue sources display
 

considerable variability as indicated both by the large ranges in values
 

and by coefficients of variation that often exceed 100 rercent, but this
 

should be expected given their small means. On the other hand, the 

coefficients of variation for the property transfer tax and total own 

source revenues are not extremely large. What is surprising is the large 

variation in per capita grants, indicating that factors other than 

population play crucial rules in determinating grant allocations. 

Real Revenues Per Capita 

While per capita data are more informative than totals, the fact 

that one taka revenue earned in 1980-81 could not purchase as much as 

could one taka In 1976-77 should also be recognized. it is, therefore, 

desirable to deflate the nominal revenues by some price Index so as to to 

obtain some indication of the growth (or lack thereof) in local 

government purchasing power. 

Unlike many developing countries there Is a wealth of price level 

information published by the Bangladesh Bureau of Statistics. Still, 

none of the published Indexes directly measure the purchasing power of 

publitc sector funds. We have used the consunier price index (CPI) for 

Dhaka Government Employees/fllddle Income Cl ass to deflate the nominal per 

1'T'his is certainly not tincommon. For example, in tHc U.S. there is 
an Implicit price deflator constructed for the state and local government 
sector; however, there are no price Indexes constructed which directly 
measure the changing cost of purchasing a representative mix of public 
sector Inputs.
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capita amounts. This index is available on a consistent basis for the
 

longest time span and, given the labor Intensity of most governmental
 

activities, seems to be a reasonable indicator of public sector
 
1 

purchasing power.
 

Real per capita revenues did, on average, keep pace with
 

inflationary pressures, although a rather dramatic revenue decline
 

occurred in 1980-81 (Table 5). That decline was due to the absolute
 

decrease In total nominal immovable property transfer tax revenues. Many
 

of the minor revenues have not kept pace with the twin forces of 

population growth and Increasing prices. Likewise, per capita normal
 

grants have not increased as rapidly as has the price level and RWP
 

monies have remained almost constant in real per capita terms since the 

large decline between 1976-77 and 1977-78.
 

Annual Growth Rates in Real Per Capita Revenues
 

The previous analyses do not address the question of annual. growth
 

in revenues per capita. While revenue growth is desirable, budgetary 

planning is aided when revenues continue to grow on a fairly stable basis 

rather than fluctuating wildly from year to year. The data in Table 6 

address this Issue. The table shows mean annual growth rates in real 

per capita revenues in ZPs for which data are available in any two 

consecutive years. 

IUse of alternative price indexes wotild yield nearly identical 
results ,;ince, when 16 other price indexes were correlated with the Dhaka 
Government Eniployee,; C111, none of the correlation coefficients were less 
than, .c67. Thus, the choice of the index does not play a crucial role in 
the det-i ininatlon of real variables. 
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TABLE 5
 

MEAN ZILLA PARISIIAD REAL PER CAPITA REVENUES, BY 

1976-77 - 1980-81 

Revenue Source 


Property Transfer Tax 

Local Pate 


Rent, Profit and Sale 
Proceeds 

Fees and Pates 
Tolls on Roads, Ferries 

and Bridges
Interest 

Miscellaneous Revenue 

voluntary Contribution 


('otal Own Source Revenue) 

D:ormal ;ranLs 
works Programme 6rtnts 
Total Revenuec 

(1976-77 taka)a
 

1976-77 1977-78 

Tk. 0.6/ Tk. 0.71 
0.10 0.03 

0.11 0.10 
0.01 0.009 
0.03 0.03 

0.01 0.02 
0.04 0.04 
0.02 0.001 

(0.91) (0.87) 

0.11 0.10 
0.93 0.61 
1.78 1.46 

as hwn In Table 2 (zero entries excluded). 

c'rotal Revenue excludes Special Crants. 

,S01!bCE: Zilla Faorishad Records. 

aPeal taka amounts based on the CP[ for Dhaka 
(1976-77 = 100).
 

bNumber of observations 

Fiscal Yearb
 

1978-79 


Tk. 0.76 

0.02 


0.10 

0.008 
0.04 


0.02 

0.05 

0.08 


(0.94) 


0.08 
0.55 
1.49 

SOURCE, 

1979-80 1-980-81 

Tk. 0.85 
0.01 

Tk. 0.63 
0.02 

0.10 
0.007 
0.04 

0.07 
0.006 
0.04 

0.02 
0.06 
0.07 

0.02 
0.05 
0.09 

(1.03) 

0.07 
0.65 
1.66 

(0.82) 

0.06 
0.60 
1.39 

government employees 
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TABLE 6 

MEAN ANNUAL GROWTH RATES IN ZILLA PARISIAD REAL PER
 
CAPITA REVENUES, BY SOURCE
 

Fiscal Year
 
1976-77 1977-78 1978-79 
 1979-80
 

to to 
 to to
evenue Source 
 1977-78 1978-79 
 1979-80 1980-81
 
Property Transfer Tax 
 5.9% 20.8% 14.3% -24.1% 

a(16) (17) (18) (]9) 
Rent, Profit and Sales 
 25.8 67.7 10.8 
 59.8
Proceeds 
 (17) (18) 
 (19) (20)
 

Fees and Rates 
 -11.2 23.5 11.7 
 8.9
 
(13) (12) (14) 
 (15)
 

Tolls on Roads, Ferries 2.8 17.2
-
 -11.7 25.9
and Bridges 
 (14) (15) 
 (16) (18)
 

Miscellaneous Revenue 
 163.9 27.5 
 177.9 48.2
 
(17) (18) (19) (20)
 

Own Source Revenue 
 2.3 7.9 
 9.1 -11.6
 
(17) (18) (19) 
 (20)
 

Normal Grants 
 - 9.4 -16.5 
 - 6.5 -15.2
 
(17) (18) 
 (19) (20)
 

Works Program 
 - 8.2 3.5 80.1 -24.1
 
(14) (14) (16) (17)
 

Total Revenue Excluding - 1.4 5.5 12.5 -18.7
Special Grants 
 (17) (18) (19) 
 (20)
 

Total Revenue Including 3.3 2.0 
 9.9 -14.3
Special Grants 
 (17) (18) 
 (19) (20)
 

aNumbers In parantheses are the number of Zilla Parishads usedto compute mean annual growth rates. 

SOIJRCE: Computed by author. 



21
 

The years 1977-78 through 1979-80 showed most revenue sources (other
 

than normal grants) increasing while declines in the largest revenue
 

sources--the property transfer tax and the RWP--were experienced between
 

1979-80 and 1980-81. The entries within 
a single row highlight the
 

problem of uncertainty in 
budgetary planning. For example, over this
 

five-year period the mean annual property transfer tax growth rate varied
 

from -20 to +25 percent. The differences In growth rates over time for
 

the minor revenues and for the major intergovernmental grant program, the
 

RNP, greater. there
were even While were sufficient compensating
 

variations in the growth rates of the several revenues to provide a more 

stable growth in the total, the range from -18.7 to +12.5 percent (when 

Special Grants are excluded) suggest considerable revenue instability.
 

Reforms to the revenue structuye should consider stable revenue growth as
 

nearly a, important as growth itself.
 

One of the criticisms of the revenuecurrent structure, ofLen 

mentioned ZP officials, is the uncertainty associated with RWP grants. 

Although allocations are announced early in the fiscal year, but after 

budgett, are formulated, local bodies seldom receive the entire allocated 

amount.
 

Zilla Parishad Expenditures
 

The range of activities which the Local Government Ordinance, 1976 

requires of zilla paris'iads extends from the promotion of public games 

and sports to the provision of roads, bridges and culverts. Given the 

1'hese activities are discus ed in detailsome in Schroeder and 
Manlruzzaman, "Local Government Structure in Bangladesh." 
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small amount of per capita revenues available to ZPs, it is 
 not
 

surprising 
that the level and breadth of activity is less than 
that
 

implied in the full compulsory and optional 
lists. The purpose of this
 

section is to document the level and composition of spending activities
 

in ZPs during the period 1976-77 through 1980-81 in order to observe if 

and how expenditure initiatives changed and grew. 
The measures used are
 

similar to those above and include totals and per capita amounts in 

nominal and real terms.
 

Total Expenditures
 

Table 7 documents the mean 
levels of expenditures in several
 

major functional 
 areas of ZP activity as well as average total
 

expenditures. 
 While the totals here are comparable to the mean 
total
 

revenues shown in Table 2, there is no necessity that average revenues 

exceed average total spending since local bodies in Bangladesh use cash 

accounting systems which record revenues and expenditures as the funds 

are obtained or spent. Since the data in both Table 2 and 7 exclude the 

opening and closing balances (if these balances were not excluded, the 

totals In the two tables would necessarily be equal), revenues may or may 

not necessarily be tpent during the same fiscal year. In fact, in three 

of the five years analyzed (fiscal years 1976-77, 1978-79 and 1980-81) 

expenditures exceeded revenue, while the Interim year. show a surplus. 

'lhIs 'liggests budgeting pt!.ctlces which respond to the current fiscal 

SItuation by cutting back on spending in the year following a "deficit." ' 

1Note that the ter "deflcit" dues not mean that ZPs were required
to borrow fund- to balance its budpet since opening and closing balances 
are not included in the table. Instead, when current revenues are 



TABLE 7
 

MEAN ZILLA PARISHAD EXPENDITURES BY TYPE, 1976-77 - 1980-81
 

Expenditure Type 


Establishment 


Agriculture 


Public Health 


Education 


Social Welfare and C.lIture 


Public Works 


Miscellaneous Expenditures 


Works Programme 


1976-77 


587,760 


(17)a 


20,983 


(16) 


36,409 


(16) 


572,553 


(16) 


151,174 

(8) 


3,117,814 


(17) 


127,587 


(17) 


2,884,455 


(13) 


(in taka)
 

1977-78 


617,151 


(18) 


26,163 


(17) 


38.121 


(16) 


426,996 


(17) 


181,427 

(8) 


3,851,235 


(18) 


166,897 


(18) 


2,181,782 


(13) 


Fiscal Year
 
1978-79 


934,468 


(19) 


16,933 


(18) 


16,626 


(15) 


351,274 


(18) 


105,359 

(11) 


4,490,141 


(18) 


358,088 


(19) 


2,313,986 


(15) 


1979-80 


942,140 


(20) 


26,153 


(15) 


19,537 


(13) 


393,846 


(19) 


117,986 

(11) 


4,479,295 


(20) 


316,796 


(20) 


2,854,038 


(16) 


1980-81
 

1,076,995
 

(20)
 

41,358
 

(15)
 

24,375
 

(15)
 

345,094
 

(19)
 

148,482
 
(11)
 

5,149,511
 

(20)
 

358,586
 

(20)
 

2,779,026
 

(16)
 



TAbLE 7 (CONT.) 

xpenditure Type 

Special (rents 

Torta >-penditures 
excluding Special Grants 

Total Expenditures 
including Special Grants 

1976-77 

462,416 

6,712,363 

(17) 

6,793,966 
(17) 

1977-78 

2,174,099 

()(3) 

6,735,517 

(18) 

7,115,867 
(18) 

Fiscal 'Year 
1978-79 

3,405,911 

(3) 

7,796,155 

(19) 

8,333,931 
(19) 

1979-80 

2,079,257 

(2) 

8,492,822 

(20) 

8,700,747 
(20) 

1980-81 

3,372,584 

(3) 

9,267,117 

(20) 

9,773,005 
(20) 

aNumber in parenthesis is number of Zil]a Parishads used to compute means. 

SOURCE: Zilla Parishad records. 

Xs 
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While this is not uncommon behavior, It indicates that ZPs are operating
 

at the edge of their fiscal capacity and that steps to improve
 

revenue-raising abilities are called for.
 

Activities which dominate ZP spending are those on 
public works
 

since both the category "Public Works" and the entry "Works Programme" 

refer to spending on functional areas which, in a broader sense, 

represent works-related activities such as roads, bridges. The relative
 

importance of these types of expenditures is shown in Table 8. The
 

aggregate proportion of ZP spending allocated to public works from the
 

combined activities of the RWP and normal works are consistently about 80
 

percent of the total. Indeed, the overall percentage is amazingly
 

constant throughout the five years. The large 
drop in RWP between
 

1976-77 and 1977-78 was fully compensated for by Increased spending on
 

normal works.
 

The other categories of spending are quite minor; however, there
 

have been some changes of note. Education spending declined in relative
 

importance throughout the period while establishment expenditures rose
 

and subsequently fell until, in 1980-81, they accounted for about 10
 

percent of expenditures.
 

Per Capita Expenditures
 

After adjusting for inflation and population growth, one observes
 

that spending (excluding Special Grants) remained fairly stable during
 

the last half decade (Table 9). The data indicate a decline In some ZP
 

(cont.) exceeded by spending, balances are drawn down. In the following
 
year a cutbac In spending would allow the jurisdiction to build balances
 
back to their previous levels.
 



26
 

TABLE 8
 

PERCENTAGE DIbIPIBUT]Oil OF ZILLA PARISHAD EXPENDITURES, 
BY TYPE, 1976-77 - 1980-81 

(in percents) 

Fiscal Yeara
 
Expenditure Type 1976-77 1977-78 
 1978-79 1979-80 1980-81
 

Establishment 
 7.8 7.9 12.1 9.7 10.2
 

Agriculture 
 0.4 0.4 0.2 0.2 0.2
 

Public Health 
 0.6 0.6 0.2 
 0.2 0.2
 

Education 
 8.7 5.6 4.3 
 4.1 3.3
 

Social Welfare and Culture 1.2 1.3 0.8 0.8 
 1.0
 

Public Works 
 39.3 53.1 49.9 50.3 
 53.7
 

Miscellaneous Expenditures 
 1.8 2.6 3.6 3.7 
 3.8
 

Works Programme 40.2 
 28,6 28.8 31.1 27.6
 

a]'otal expenditures exclude special grants expenditures. The data are
 
based on a common set of 13 
zilla parishads which include the RWP expenditures

in the District Fund and for which data are available for the entire 5 year
 
period.
 

SOURCE: Computed by authors.
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TABLE 9 

MEAN ZILLA PARISHAD REAL PER CAPITA EXPENDITURES, 
BY TYPE, 1976-77 - 1980-81 

(in taka) 

Fiscal Yeara 
Expenditure Type 1976-77 1977-78 1978-79 1979-80 1980-81 

Establishment 0.080 0.080 0.160 0.100 0.110 

Agriculture .003 .003 .002 .003 .004 

Public Health .005 .004 .002 .002 .002 

Education .070 .050 .040 .036 .030 

Social Welfare and Culture .017 .020 .013 .012 .011 

Public Works .420 .480 .470 .420 .440 

Miscellaneous Expenditures .017 .020 .032 .032 .034 

Works Program .64U .360 .340 .410 .420 

Special Grant .080 .320 .520 .270 .480 

'otal] Expenditures 1.100 .900 .980 .920 .970 
excluding Special Grants 

Total Expenditures 1.1.1.0 .960 1.060 .950 1.040 
Including Special Grants 

aNumber of observations as shown in Table 8. 

SOURCE: Zilla Parishad records. 
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spending activities while others were nearly constant in real per capita
 

terms. The most important component of ZP activity, zublic works
 

spending, fell during the period. Interestingly, while real per capita
 

own source revenues were nearly constant 
during this period (Table 5),
 

the decline in real per capita gra-tu account for the spending decrease.
 

Even in nominal terms the totals reflected in the table are 

extremely small. For example, 
 by 1980-81 mean nominal spending
 

(excluding special grants) was only Tk. 2.56 per person. If one makes
 

the liberal assumption that average annual incomes in these rural areas 

are approximately Tk. 2,400 (assuming US $120 
per person and an exchange 

rate of Tk. 20 = US$1), 1k. 2.56 eppenditures amount to an expenditure­

income ratio of less than one-tenth (0.08) percent. This is a very small 

ratio for a governmental body responsible for such a wide range of 

activities.
 

Revunue Differentials 

Documentation of ZP finances does not indicate why some zillas 

outperform others in mo.lziing resources. To address this issue we 

review ,;ome hypothetical reabons for revenue differentials across
 

governmental bodies and tlien statistically analyze the differentials 

found in the dat a descriled previously. 

Revenue Effort 

(;iven stitar ievenue ttr,,etures (which is the case for all 71's 

other than the (hil.tagong hill Tracts), there aru two general reasons for 

differences in ('01 lect hins--nhtl ty and wil lngness. Resource 

mobiliv.ation ability Is rel.ed to the economic hase of an area. In 
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general, the stronger the underlying economy, the greater the amounts of 

revenues that can be collect(:d from a set of revenue instruments. That 

is, most revenue sources, e.g., 
the property transfer tax, are somehow
 

related to some aspect of economic activity, e.g., the market value of 

transacted property.
 

Revenue potential is, however, not equivalent to revenue
 

realization. There must also be 
 a willingness to impose revenue
 

Instruments on local econcmic activity. 
 Political decisions are
 

necessary to impose revenue- raising devices; 
furthermore, the revenue
 

instruments must be administered to tlhe full extent of the law.
 

It is difficult to measure 
directly political or administrative
 

factors responsible for differential revenue effort. The demand for
 

public services, e.g., better 
roads, can influence political/administra­

tive decislons to mobilize additional resources to fill these needs. 
 The
 

causal linkage is, of 
course, weakened considerably when decisionmakers
 

are placed in office by the central government rather than through 

popular elections. Nevertheless, "good" local administrators may react 

to local pressures even In the 
absence of direct elections.
 

Another potential Impediment to realization of revenue potential is 

intergovernmental aid. Intergovernmental grants can have two offsetting 

effects. On the one hanG, an increased flow of funds to local 

govertiments can stimulate r'source mobilization efforts. This would 

occur if the grant augments local economic activity which, in turn, 

I"The, etfects of government grants in Bangladesh are analyzed In 
cowniderably more detail In Bahl, "Intergovernmental Grants in 
iaw1kg 1a des )." 
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generates additional local 
revenues. Likewise, if the grant is spent on
 
new capital the
which locality to
is forced operate and maintain,
 

additional resource mobilization pressures will be placed on 
 the
 

locality.
 

On the other hand, localities may substitute the central 
government
 

aid for its own revenue. This is especially likely when the grant system
 

includes no matching nor maintenance of 
revenue 
effort requIrements as
 

conditions for receiving the money.
 

Measurement of Revenue Effort
 

Ideally, revenue 
effort would relate 
local own-source 
revenues
 

to some measure of the residents' abilities to pay, e.g., the ratio of 
revenues to local income. 
 Income data are not available for districts in
 

Bangladesh and is feasibleit not to attempt to factor the district CDP 
estimates into their rural and urban components. Thus, we ahave used 


simpler technique here which analyzes 
differences 
in ZP per capita
 

own-source revenues. Per 
 capita amounts 
 are used to correct for
 

variations 
 in total 
 revenues attributable 
 solely to population
 

differences.
 

ThI'hs approach is taken theIn several studies of tax effortdifferential,, arross developing countries. See Joergen I,otz and ElliottMorss, "Measurlng Tax Effort in Developing Countries," IM, Staff Papers14 (1967): 478-99; Roy Bahl, "A Regression Approach to Tax Effort andTax Patio Analysis," IMF StaffPaipers 18, No. 3 (November 1971); 570-612;Itarley Ilfnrlchs , A General Theory ofTax StructureChange During FconomicIeveIoj.,ent (Camtbridge, Mas;. Harvard Law School, 1966); Alan Tait,Wilfred (Crat::, and Barry El chengreen, "International Compa ri sons olTaxatIon for Select,.-d eveloping Countries, 1972-1976," IMF'Staff Papers26, No . I (larci 1979): 12"1-56; Roy Bahl, "A Representative Tax SystemAppr,ach, Lo Measuring Tax Effort In l)eveloping Counetries," IMI,' Staff.apers No. (March 1972):19, 1 fi-I124; Raja (he ltah, ilesse1 Bans, andMargaret Feliy, "Tax Pat ios Taxand Effort In Developing Countries,1969-1 9/1,"',' Staoff Iapers 22, No. 1 (March 1975): 187-205. 
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The choice of independent variables for the analysis is greatly 

restricted by data availability. Since no up--to-date personal income
 

data are available by district, proxy variables must used.
be Two
 

variables are employed for this 
 purpose. The has
BBS estimated
 

district-wise gross domestic product (GDP) the period 1976-77 through 

1980-81, and value added in agriculture for the same areas and time 

period. The former measure probably comes closer to an estimate of 

income within the area; however, it includes economic activity occurring
 

within the urban areas of the district hence overestimates the size of 

the revenue base of the zilla parishad. Agricultural value added, on the 

other hand, should reflect rural economic activity but is limited to 

agriculture. Both proxies are used in the analysis with each measured in 

per capita terms. 

While district CDP per capita may capture the effects of a 

flourishing trade sector associated with urban areas, the same is not 

true for value added in agriculture although we recognize that a healthy 

urban economy will probably aftect land prices in the nearby rural areas. 

We have, therefore, included the proportion of the district's population 

residing in urban areas as a companion variable whenever value added In 

agriculture Is used in the statistical relationship.
 

The effect ot intergovernmental 
 grants on resource mobilization 

is tested through the inclusion of capita normal RWPper ZP and grants 

In the t.sttmatini, equat ions. If the level of per capita grants is 

negatively (positively) associated with per capita own source revenues, 

one would conclude thiat the grant tiystem discourages (encourages) tax 

cifort and, hence, the grant system 1.; ,ubst tilt tve (stimulative). 
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To approximate, at least crudely, administrative/political factors
 

involved in resource mobilization we include per capita current account 

opening balances in the analysis. It may be that fiscal decision-makers
 

approach mobilization efforts w1tti a short-term perspective. If the
 

fiscal situation appears healthy, they relax their efforts and Increase 

these efforts only when the situation appears bleak. Per capita opening
 

balances are used to reflect the current fiscal situation.
 

Linear regression is used to estimate the cross-sectional 

relationship between per capita own source revenues and the independent 

variables mentioned. The agricultural value added, CDP and urbanization 

data come from BBS sources while the financial data are those described 

above.
 

Statistical Results 

Table 10 shows the regression results for each year 1976-77 through 

1980-81. The results are informative, but generally in a negative sense 

because little systematic relationship emerged between the explanatory 

variables and own-source revenue effort. 

Four difterent tipecifications were used here. In only one instance 

(11)18-79) wa., per capita (;)1' lound to be statistically related to own 

.;urce revenues and this may be a statistical artifact since the equation 

as a whole Is not statistically significant at the 0.10 level. The 

gvneral lack ol a relationship between 1)1 and revenues could be due to 

the Iact that (D[' is ineasured for the d ;trlct as a whole rather than 

only lor the rural areas. or, possibly, ('P does not directly affect 

land prices which serve as the primary economic determinant of the 

property tran.,fer tax. 
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TABLE 10 

PER CAPITA OWN SOURCE REVENUE REGRESSION RESULTSa 
(absolute t-ratios in parenthpses) 

Year 

Per 
Capita 
GDP 

%ndependent Variables 
Value Grants 
Added Per d Urban 
inj Capita Population 

Open f 
Balance F 

2 
R 

1976-77 300.93 
(0.83) 

0.14 
(0.22) 

0.46 .08 

298.19 
(0.77) 

0.11 
(0.13) 

-0.005 
(0.07) 

0.28 .08 

0.57 
(0.76) 

0.009 
(0.01) 

0.003 
(0.32) 

0.29 .08 

0.57 
(0.71) 

0.001 
(0.001) 

0.003 
(0.26) 

-0.002 
(0.02) 

0.19 .09 

1977-78 237.75 
(0.76) 

0.15 
(0.66) 

0.56 .10 

61.36 
(0.18) 

0.25 
(1.04) 

0.20 
(1.12) 

0.80 .21 

-0.35 
(0.80) 

0.21 
(1.00) 

0.01 
(1.89)* 

1.52 .34 

-0.68 0.36 
(2.90)** (1.80) 

0.01 
(1.94)* 

0.27 
(1.92)* 

2.40 .54 

1978-79 549.91 
(3.84)* 

-0.10 
(0.75) 

1.91 .24 

543.30 
(1.67) 

-0.10 
(0.69) 

0.01 
(0.07) 

1.17 .24 

0.19 
(0.41) 

-­ 0.08 
(0.69) 

0.02 
(2.80)** 

3.14 .46 

0.13 
(0.26) 

-0.07 
(0.57) 

0.02 
(2.68)** 

0.06 
(0.31) 

2.19 .47 
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TABLE 10 (CONT.)
 

Independent Variables
 
Per Value Grants 

Year 
Capita 
CDP 

Added 
in A 

Per d 
Capitad 

Urban 
Populatione 

Open 
Balance f R2 

1979-80 66.35 -0.16 0.24 .04 
(0.10) (0.68) 

3.69 
(0.01) 

-0.18 
(0.73) 

0.22 
(1.04) 

0.52 .12 

-1.14 
(1.54) 

-0.10 
(0.54) 

0.04 
(2.80)** 

3.26* .45 

-1.21 
(1.66) 

-0.12 
(0.61) 

0.04 
(2.72)** 

0.20 
(1.19) 

2.88* .51 

1980-81 487.94 -0.004 0.37 .05 
(0.85) (0.02) 

179.10 
(0.31) 

0.09 
(0.48) 

0.57 
(1.56) 

1.07 .21 

-0.96 0.05 0.06 10.27** .72 
(1.92) (0.46) (5.37)** 

-0.98 0.08 
 0.05 
 0.19 7.66** .74
(1.94)* (0.67) 
 (4.39)** (0.02)
 

Denote, s.Ignificant at 
.10 hlwe (2-tall).
 

Denotest significou at 
.O5 level (2-tall).
 

aIn each regre, ,i, the 'ep.dent variable Is own source revenue per

capita.
 

b'(.r capita ('oss Dome;tic Product 
(at current 
prices) of the district. 

rPer capita value added iQ agril.Iture within its district.
 

dNormal 
and kWI' grant!; Pe r tapita. 

Percent ol tht 
 I: i tc populat ion reslding In urban areas. 

(penlin , l onrI 's p,,t capita. 

1 I I 0,F,C ': C o4 u~le d b V a nlt h -'r,. m p l t 
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Only in 1980-81 was value added in agriculture statistically related
 

to own source revenues per capita; and, in that instance, the
 

relationship was negative rather than positive as hypothesized. There
 

are several possible reasons for the general lack of relationship between
 

agricultural productivity and revenue effort: (1) If more, but lower­

valued, transactions take place in districts with lower agricultural
 

productivity, one would not detect the expected relationship. (2) The
 

administration of the immovable property transfer tax may be so weak that
 

the tax collections are essentially random. (3) Possibly, due to market
 

Imperfections, land sales prices do not fully reflect differential
 

productivity levels. (4) Finally, the value added data may be not
 

sufficiently accurate to discern a relationship between agricultural 

productivity and revenues. Without additional productivity or income
 

data, these possibilities must all remain open.
 

The results suggest no relationship between the flow of intergovern­

mental grants and revenues per capita. Given the structure of grant 

programs and the degree of fiscal autonomy available to villa parishads,
 

this is not surprising.
 

The urbanization variable is the single consistent Indicator of 

greater revenues per capita. Other than in 1976-77, a significant 

positive relationship exists between the urbanized percent of a 

district's population and own source revenues. Interestingly, the 

absolute size of that relationship increased over the period under study. 

The findings suggest that groater economic activity in more urbanized 

areas drives up land prices which Is then reflected in inimovable property 

transfer tax revenues. 
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Opening balances appear to have little effect on 
revenue effort. In
 

the one year for which this variable was found to be statistically 

significant (1977-78), the result indicates a positive relationship 

between revenue effort and opening balances. But, again, that equation 

is not statistically significant.
 

The associated F and R' statistics suggest the dominant efect of 

the arbanization variable In these results. Only when urbanizat.ion Is 

Included do any of the equations explain more than about 25 percent of 

the Interdistrict variabllity 
in per capita revenues. it must be
 

recognized, however, that all of these results are based on relatively 

few observations, a number zillathus, small of parishads which also 

happen to be more urbanized, e.g., Dhaka and Chittagong, can play a major 

role in producing these statistical outcomes. In general, there is a 

great deal of variability in revenue effort across the zilla parishads 

that simply cannot be explained by a statistical model.
 

The lack of stronig statist!c-i] relationships between own source 

revenue effort anA the several explanatory variables Is not, theon 

whole, surprising. One overriding attribute ot zilla parishad finances 

is a lack of autovomiy in raising revenues. Local administrators have 

relatively little power to mobilize additional resourcos, even if they 

would desire to do ;o. In addit ion, the fact (hat the dac161onmakers at 

the ?lP level are administrator.s rather than policlans could also affect 

the result s. With a maxlImum of tHree years tenure in a position, there 

may be little Incentive for the DC and AI)Rl acting, as ZP chaItrman and 

secretary, respectively, to itteL mpt to inc reae ievenues if the 
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additional spending available from those resources will benefit 
their
 

replacements.
 

Another important factor that accounts for the poor statistical
 

relationships is a general instability in revenues, even within a ZP.
 

This instability is reflected in Table 11 which gives summary
 

statistics--means, standard deviations and coefficients of variation--of
 

ZP total own source revenues measured in real per capita terms for each 

ZP. Larger coefficients of variation mean that revenues are
 

characterized by larger year-to-year fluctuations. This instability
 

helps explain the poor quality of the cross sectional statistical
 

results; but, more important Is Its implication for financial planning.
 

if a ZI's revenues experience wide annual fluctuations, it is nearly 

impossible to plan spending Initiatives effectively.
 

Potential Revcnues of Union Parishads
 

'he list of potential taxes, rates and fees which a union parishad 

(UP) can levy is identical to that of the Zl's but, as noted above, ZPs 

and 1p11s are not allowed to impose identical revenue instruments. The 

resulting revenue structure relies miost heavily upon property-based taxes 

with a tew fees and minor taxes constJtiting the remainder of own-source 

revenues. Union parishads also participate in several grant programs. 

Own Source Rlevenues 

There are live major types of own source revenues collected by union 

par]lshads--properl y-based taxes, other taxes, property income, fees and 

mlscella,,eous Income. In addition, the local rate has produced some 



38
 

TABLE 11 

SUMMARY MEASURES OF ZILLA PARISHAD TOTAL REAL OWN SOURCE
 
REVENUES PER CAPITA FOR THE PERIOD 1976-77 
- 1980-81 

(in 1976-77 taka) 

Zilla Parishad 


Chittagong 


Chittagong Pill Tracts 

Comilla 

Noakha]i 


Sylhet 

Thaka 


Farldpur 


Jamalpur 

mymensingh 

TangaiI 

BarisaI 

lessore 

Meana 


Tk. 1.16 


(5)
 

Tk. 0.25 


(5)
 

Tk. 0.88 


(5)
 

Tk. 1.14 


(4) 

Tk. 0.92 


(5)
 

Tk. 1.61 


(5) 

Tk. 0.80 


(5)
 

Tk. 0.69 

(2)
 

Tk. 1.03 

Tk. 0.83 

Tk. 0.62 
(5) 

Tk. 0.70 

(5)
 

Standard 

Deviation 


Tk. 0.09 


Tk. 0.16 


Tk. 0.08 


Tk. 0.08 


Tk. 0.38 


Tk. 0.59 

Tk. 0.07 

Tk. 0.09 

T. 0.16 

Tk. 0.12 

Tk. 0.08 

Tk. 0.06 

Coefficients
 
of Variation
 

7.6%
 

64.0
 

9.3
 

7.5
 

41.3
 

36.5
 

8.9
 

13.5
 

15.9 

14.5 

12.4 

9.0 
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TABLE 11 (CONT.) 

Zilla Parishad Meana 
Standard 
Deviation 

Coefficients 
of Variation 

Khulna 

Kushtia 

Patuakhali 

Bogra 

Dinajpur 

Pabna 

Rajshahi 

Rangpur 

Tk. 1.00 

(5) 

Tk. 1.07 

(3) 

Th. 0.95 

(5) 

Tk. 0.94 

(5) 

Tk. 1.03 

(5) 

Tk. 0.84 

(5) 

Tk. 1.23 

(5) 

Tk. 0.65 

(5) 

Tk. 0.06 

Tk. 0.14 

Tk. 0.24 

Tk. 0.09 

Tk. 0.21 

Tk 0.18 

Tk. 0.44 

Tk. 0.08 

5.8 

13.0 

24.8 

9.3 

20.7 

21.1 

35.4 

12.4 

used 

aNumbers in the parentheses 

to compute the entries. 
represent number of observations 

SOURCE: Zilla Parishad Records. 
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small revenues during the 
past several. years. Table 12 shows the
 

components of these major revenue categories.
 

Both the holding tax and the chowkidarl tax are levies against the
 

value of buildings and land out which the building is situated. Each is 

subject to the same set of andrules regulations as spe'cified in the
 

Rules Under Basic
the Democracies 
Order (Those Applicable to Union
 

Councils). Since the 
taxes are so similar, it is not surprising to find
 

that many UPs 
do not attempt to differentiate between them 
in their
 

accounts but, instead, show their aggregate as a single entry.
 

Statutorily, the two taxes are to be levied against the annual value
 

of the property. For let-out properties the annual value is the gross 

annual rent less two rent for
months' allowed maintenance expenses.
 

Furthermore, If there is a mortgage on 
the property, the annual mortgage
 

Interest cos'ts 
are also deducted 
from the annual value. The annual value
 

of owner-occupied property is to be determined either in ofterms values 

on comparable let property in the area 
or as 
7.5 percent of the estimated
 

capital value of the property, whichever is less. Owner-occupiers are 

also granted deductions one-sixth theof of value as a maintenance
 

allowance plus one-fourth of 
 the net value after the maintenance
 

allowance is deducted plus any mortgage interest costs. The second of 

these deductions quJ te obviously provides a strong incentive for
 

owner-occ.ipalcy status. 

Covernment ot Last Pakistan, Rules Under Basicthe DemocraciesOrder (Those App1icable to Union Councils) (Dacca: E. Pakistan 
Government Press, 1969), pp. 17-2. 
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TABLE 12
 

SOURCES OF UNION PARISHAD REVENUES
 

Own Source Revenues:
 
Local Rate
 
Property Tax
 

Holding tax
 
Chowkidarj (Village Police) tax
 
Arrears in holding tfA
 

Other Taxes
 
Tax on professions and trades
 
Tax on vehicles
 
Tax on animals
 

Income From Properties
 
Pounds and Ferry 
Lease of UP lands
 
Rent and profit
 
Interest on investment
 
Sale of UP trees
 

Fees
 
Court (Cram Adalat) fee
 
Market fee
 
License and permit fee 
Fee trom trucks
 
Marriage fee
 
Cinema fee 
Nationnlity and birth certlfJ.cate fee 
Building fee, slaughiter fee, certification 

fee for ownership of animals
 
Boat regJ,;tritlon fee
 

tliscel taneous 
Forfeit mouey from election candidates
 
Contribution to defense party, libraries 

and eye-clinic
 
Incume fron liues 
Sale proceetds ot reclaimed cattle in pounds
 
Octroi (extremely rare)
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TABLE 12 (CONT.)
 

Intergovernmental Grants:
 
Normal Grants
 

Compensatory
 
Deficit budget
 
Increased development
 
Salary (subvention)
 
Honoranrium
 
Miscelaneous:
 

a. 
voluntary mass participation grant

b. election grant
 
c. seed grant
 
d. test relief and family planning
 
e. 	housc building grant due to tornado,
 

flood, etc.
 

Works 	 Programme Grant 
Contingency
 
Project
 

SOURCE: Union parishad records.
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According to the statutes, assessments are to be updated every five
 

yeurs. After new assessments are prepared, the list is to be published
 

and any taxpayer dissatisfied with his assebsment can apply for a review
 

of the valuation. Subcommittees formed from the union parishad are 
to
 

act upon these appeals. Subsequent appeals to the circle officer
 

(development) and controlling authority are also possible.
 

Taxes can be paid on a quarterly installment basis. Additionally,
 

the statutes provide a 5 percent rebate when the tax bill is paid prior
 

to the payment deadline. 

Finally, the statutes are clear on the methods whereby arrear taxes
 

are to bc collected. Fifteen days ,tter publication of the list of 

Prrears a UP may proceed to recover the amount due by distress and sale 

of movable Fik;tperty owned by the delinquent taxpayer. 

This retmew of the statute suggests that a highly efficient nroperty 

tax system is in place within the unions ot Bangladesh. As is made clear 

below, thi ; does not appeaiir to be the case, at least in the sample of UPs 

Included in thu current study. Nevertheless, it is instructive to 

realize that the statutory arrangements necessary for a well-designed 

propi r ty tax s) tn alread,' .ist implying that, if property taxes were 

to he tiupliasizd in 1ctger t,,rm local revenue reforms it would not be 

nerv:;,;iy to (t tr,1truct a new -Aatutoty s;tructure. 

Admnii,t.t iivi'e l ocedure pertalinlng t () the other taxes--on 

ip,f usson! iiid triides, 0n vehicle !; and on anlnimils--are also well defined 

1In the t;1Ltt e,:. Model tax sclhedules are alsonshown in the Rul es hut 

lI Id. , )--.1pp. 9.
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are written in terms of maximum annual taxes rather than specific uniform
 

rates. Furthermore, these Rules 
and the flat rates are more than 20 

years old. 

The tax on tiades and professions is essentially a business license
 

tax and includes professionals, e.g., bankers and 
lawyers, specific
 

trades, e.g., 
paddy huskers and owners of scooters (for hire), as well as 

firms doing business within union.the Vehicle taxes can be levied 

against rickshaws, carriages and carts (whether for hire or privately 

owned) while the animal tax is statutorily 
limited to horses, donkeys,
 

dogs and elephants. 

Property Jncome of 1iPs are relatively minor and parallel closely the
 

property income sources of ZPs. on
Fees, 
 the other hand, are reasonably
 

productive in generating local revenues. From the standpoint of 

reventies one of tle most important of these is the tee.market This fee 

i both a potential revenue ;ource the thanaoi upgraded parishads Jnd a
 

productLive 
 UP revenue source; it therefore deserves special mention here. 

Since September 18.2 the adeministration of haats and bazaars have 

been undel the adminis:trative control of the Ministry of Local Government 

(pre.vitsly control ield1bywas the Ministrv of Law anc! Land Retorm). 

New ,ui e,. govern ing, the admit :;tration of these markets have been 

prtlnilgated whicli perit:, lo,il governments to lease haats and bazaars to 

privlat (, [art ies. 'h'leu lases are granted Lo high biddert; at public 

1'.o'IV 0I thi "feus" I lst.d Table couldfn 1? also Ie considered
ixes, e feesf.ee., Iroll t lttck;, mrriages, ciniw11is and boat tegit tration.It Ji,I nldic'at ixe (0 the accout Ing practices of th, 1l1's that there wds notunJt u !tv i1 t it 1 li.g tlhc:ie orvtce.e, a te( or taxes In the lurisdi tIons 
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auctions. The auctions are administered by different levels of local
 

government depending upon the size of the market: haats or bazaars
 

earning less than Tk. 25,000 per year are auctioned by the thana; those
 

earning more than Tk 25,000 but less than Tk. 200,000 are auctioned at
 

the subdivisional level; and the largest markets (those earning more than
 

Tk. 200,000) are auctioned at the district level. The leases are for one
 

year (other than the initial lease which ran for approximately six 

months, from October 1982 - April 1983) and coincide with the Bengali 

year (which begins on or about April 15). 

Under the auction rules 50 percent of the lease proceeds are to be 

paid 4mmedia'cly with di. balance due within one week of the auction. 

The revenues col .ted are to be divided as follows: 1 percent of the 

total is given to the Ministry of law and Land Reform which Is deemed 

owrer of the public lands or which the markets are located while the 

remaining W) percent Is divitded among the union parishad (45 percent); 

the haat or bao:aar manngcrieut commitLtee (16 percent for purposes of 

developing thin market and 4 percent ior administering it); and the z310 

bazaar committee (35 percent). If a market serves more than a single UP 

(as Indicated by the res idence of members of the management committee), 

the revenuL!, .Vre to be dIJ,,tributed among the participating LPs on the 

basis of pi pulaLlon. The villa iaaar committee is chaired by the DC and 

Is to use its revenue for two put poses: 5 percent i or Inspecttons and 

auditr, (it the tvhi Vets with 10 remainder di;tributed on the basis of 

population aimonp uniton I ,,d, within the districtparl which have no mirlet 

01 biav one whirl generat ,,, Iesn than T . 1,000 annually. Market 

revvnries Parrvd by a UI' caln bp ued for any purpose. 
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These new market regulations replace a scheme whereby the haat or
 

bazaar management committee essentially ran the market. Rather than 

employ collectors, the Youth Complex (an organization of youth within the
 

locality) had the responsibility to collect the market fees and retained 

10 percent for their eftorts. Under that scheme, UPs derived 35 percent 

of the total revenues earned by the haat or ofbazaar (less the I percent 


the gross which was retained by the MI.&LR). There were, 
 however, 

considerable difficulties associated with that administrative
 

atrangement. Under the new procedures pub ic bodies will only 

administer auct ions and insure that private leaseholders do not 

overcharge market users and that sanitary conditions are maintained.
 

InLtergovcrnwental Revenues
 

The 11P derives both normal and Rural Works Programme grants. (This 

discussion texcludes the Food-I or-Work-Programme wiich is also a grant
 

prorramn; however, the proceeds of 
 this in-kind grant do not appear in the 

Union Fund.) Table 12 lists the major normal grants received by nearly 

all UPs. Of particular interest is the deficit budget grant which 

papparently i provided Iii financially distressed UPs. 

FWP grants ! low througI he overlying tbana parishad and are not 

guaranteed to accitue to every ,tanon during each tiscnl year. Instead, 

the ai lIcatron deci!;ion prate.;:; has, at least prior to nplradating of 

fl1,tohatn,,1vl I'uili.iynm Kl i , "Ali Aui Ivsis of the Minrgeiient (I iSIs of
ilshurha t , prtpaivd Iol tie I' , rtrh Worl hIL)I)IProgriamu (i Prohlifs of
tlirall 'I'1'4 loplivlt ^A1ritli ;t tlt Io)1n, .nrt y 21-28, 
 1)8, (lhaka) Ilotes sUch 

1)l[li.) 1 U,+; d ,; tion-il I.it il, .fid noti-d ispl]ay of tol I riati : , possi bletIl Sap., (q)r Ilat I I'r ( ll;I I 1 0 i :' rfipenc I,! ii1 tie a'ctunt , overhllarg fng of 
t -11! ; 1d 'd'fl- i iI 1 4t1 1 4,l it s. 
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thanas, occurred at the thana parishad level which could allocate most of
 

the funds to a few UPs or could spread the money across all or nearly all
 

IPs in the thana. 

Actual IVev-rues of Union Parlshads 

As with ZP revenues, we review UP revenues from several 

perspectives, including mean total revenues by revenue source, per capita 

amounts in both nominal and real terms and the annual growth in these 

amounts. Again, the data used have been collected directly from the 

fInancia I accounts of the jurisdictions and are actual rather than 

budgeted amounts. In the case of the UPs the data constitute a sample 

rather than a census. The sample consists of 41 UPs in the districts of 

Faridpur, Plangpur and Svlhet. It was more difficult to obtain a full 

five-year set of account:; In the unions than at the 7T level, thus, 

I,,s.-Ing data pi (hi ems are 1ore severe. likewise, at th1 UP level there 

is con: iderahly more varlal'ilit,' in the fInancial detail pLovided in the 

account. For example, while some 11',; report theliolding tax, chowkidari 

ta% aind arrears (.n each a.; ,;cparate account entries, these sources are 

aggtL-gated In otl,it I urlsdJ t . Sirc. the bases of these taxef, areLtton 


identical, we hatve aiggregat d them In the alalysit; below. Even more 

complex i., tihe case o1 tlI !;everal fees levied In many unions (Table 

: ,' '.cliroeder, t al . , (,( t ing Local t;oturnment Financial Iata 
In I)evel,,l, top (g , ries: '[lie ('a!;t. of langladvIshi," for a fill dltsctissi o 
o0 the dat;Ia (o lv( t ion teclm qpies used and thu jurlsdictiont; Included in 
the. .. n"jI1t' 
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12). Again, since inconsistencies in reporting these fees were so great,
 

we focus on aggregate fees.
 

Total Revenues by Source
 

Table 13 displays average total revenues by source for the sample 

UPs topetLer with the number of observations on which the results are 

based and the number of lIPs reporting no revenues fVi, each specific 

source. The means are based only on non-zero entries. 

The declining Importance ot the local rate is indJcated by the 

increased numiber of UP.s reporting zero revenues over the time period. 

All unions show form thesampled some of property tax as a revenue 

source; it a the largest ofis so all own source revenues. Other taxes, 

including taxes on prolessions and trades, vehicles and animals, are much 

les., uniformly levied. by 1i8 -81 only about percent of the70 .ample 

jurisdictions weve imposing these taxes. S;imilar non-uniformity occurred 

in the cast 01 property income, tees and miscellaneous revenues. It must 

be recognivud, however, that thiIs apparent iti-uni formity in revenue 

sources nty he due purel y to di It viences in bookkeeping procedures. 

Al1 Il's reported ieceivjvin' normal granLts; indeed, this was an 

anpuc al lv flnpoi taut iuveiiie ,ource. (nly a smal 1 number of these local 

bodies either recelve no RWI' mn ie or kept them In a separate account. 

ows'le lt, A , the rl- at ive rel iance upon aach revenue sourlce to 

the .11 IK's in tLhe ,anple thiprhutit the lxv years. 'le relative dilne 

In tie Ihwiil rate was expe't ed whereas the decreased ilmlortance of the 

prnpct tv tax was uriexpect-o. 'lie increased tel iance o1 ee revenues Is 

part iii atarlv pruneunced. Normal grantm consi;tent lv provided about n 
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TABLE 13 

MEAN UNION PARISHAD REVENUES BY SOURCE,
 
1.976-77 - 1980-81
 

(in taka)
 

Fiscal Year
 
Revenue Source 1976-77 1977-78 1978-79 1979-80 1980-81
 

Local Rate 1647 815 1228 1610 
 2495
 
(26, 8)a (18,19) (10,28) (6,34) (6,35)
 

Property Tax 10131 13322 17920 16299 21319 
(34, 0) (37, 0) (38, 0) (40, 0) (41, 0) 

Other Taxes 1025 1356 1422 1595 1832
 
(20,14) (25,12) (26,12) (24,16) (29,12)
 

Income From Properties 855 1036 1570 2934 2192
 
(26, 7) (31, 5) (29, 8) (32, 8) (30,10)
 

Fees 
 505 1022 12127 14573 10516
 
(22,12) (27,10) (31, 7) (30,10) (32, 9)
 

Miscellaneous Revenue 2557 2423 1880 1438 1292
 
(23,11) (24,13) (21,17) (16,24) (19,21)
 

Normal Grants 6294 18625 1720P 18118 21390 
(34, 0) (37, 0) (3F, 0) (39, () (40, 0) 

Works; Programme Grants 2040 3505 0 92 5(167 '1,5h 
( 9, ") (0, 1) (:9, 1) (32, 1) (:.8, n 

'otal Own Seturce Revenues 14703 17820 'I1347 31349 3i i 
(34, 0) ('17, 0) (38, 0) (40, 0) (41, 0) 

Total Revetic, ?1538 39337 52898 53787 57,117 
(3 ., 0) (37, 0) (38, 0) (40, 0) (41, 0) 

ZI ,he I i I t l nll l e r I Ii p1 . i l L hL -4 , rt ep r e s lvl t ; tl i e l l1I lb e r o I ( , -lo,TV oI i4il n ! , u t e d 

to ( I r'] ite Iean I .ilt! ,;Vc)Ii l niimi.er ri ' prl,, ictt H ic iiiiinhb r of I I' lot which, no 
rev eniei,, w.'er coh ( , d I or If !,; :Otiire. 'Ilh. dl f lerencl, betweei II1 ( .e.., totl 

p11I111UTOf 1 ! VOWu, idi.ri ) aid tLe lliin of tilt two il lbeit, shown
I -t'v,!,;vIt dl,,a~L~a . 

II I 

http:niimi.er
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TABLE 14 

PERCENTAGE DISTRIBUTION OF UNION PARISHAD REVENUES
 
1976-77 - 1980-81
 

(in percents)
 

Fiscal Yeara
 
Revenue Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Local Rate 6.16 1.12 0.53 0.05 0.54 

Property Tax 48.30 34.30 33.89 29.21 35.48 

Other Tax 2.92 2.18 1.83 1.66 2.00 

Income From Properties 3.29 2.14 2.22 4.81 2.99 

Fees 1.44 1.56 20.22 24.69 16.44 

Miscellaneous Revenue 7.30 4.03 1.79 0.93 0.72 

Normal Grants 27.81 47.04 31.49 30.14 35.75 

Works Programme Ciants 2.80 7.64 8.01 8.51 6.09 

aBased on the 31 union parlshads for which data were available for the 
entire period.
 

,Ot'RCV:: Computed by authors.
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third or more of UP finances but unlike the ZPs, the UPs did not rely 

heavily upon the RWP. 

Table 15 focuses exclusively on own-source revenues. The extreme 

importance of property and, In the laterthe tax years, on fees stand 

out. When only own source revenues are considered, the property tax has 

not declined as greatly as 
might be implied from Table 14. Its relative
 

decline in the revenue structure was due to the increased 
relative
 

importance of grants.
 

The massive increase in fees between 1977-78 and 1978-79 
was due to 

an unexpected increase in haats and bazaars inincome only nine UPs, 

eight in Sylhet and one in Rangpur District. Table 16 shows the relative 

amounts of fee revenues earned within these nine UPs during the five year 

period. Market revenues constituted nearly all fee income from 1978-79
 

onward. Field work revealed that in each jurisdiction the market was a 

new and apparently the UP was the recipient of the market income. if 

these jurisdictions are removed from the sample, average fee income falls 

to Tk. 2083, Tk. 2595 and 14. 2129 In the years ]9/8-79 through 1980-81 

respect ively--amounts much in with means themore line the for first two 

years of the sample period. Nevertheless, the findings do show that 

markets cin he a product .ve revenue source for this level of local 

government In Bangladesh. 

Lot al governwift public enterprises, especially markets, alsowere 
found to I)e a producLive revenue ;ource fn'r local governments in the
 
lh i IIpp In es. See I)avid (.icytak and 
 Ben I)1okno, "local Government Public 
tnterprh,;es," In Ioca I ;overnmient Finance ii Third Uorld,the edited by
Roy Balil and Barhara 1). Miller (t¢ew York: I'raeger Iublishers, 1982). 
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TABLE 15 

PERCENTAGE DISTRIBUTION OF UNION PARISHAD OWN 
REVENUE, BY SOURCE, 1976-77 - 1980-81 

(in percents) 

SOURCE 

Revenue Source 

Local Rate 

Property Tax 

Other Tax 

Tncome From Properties 

Fees 

hiscllianeous Revenue 

1976-77 

8.87 

69.60 

4.20 

4.74 

2.07 

10.52 

1977-78 

2.47 

75.67 

4.81 

4.73 

3.44 

8.89 

Fiscal Yeara 

1978-79 1979-80 

0.87 0.08 

56.03 47.61 

3.03 2.71 

3.67 7.85 

33.43 40.24 

2.96 1.52 

1980-81 

0.92 

60.99 

3.44 

5.14 

28.26 

1.24 

aSamt 31 observations as used 

SOLiR(A-': Union Parishad Records. 

in Table 14. 
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TABLE 16
 

PERCENTAGE DISTRIBUTION OF FEES IN NINE SELECTED UNION
 
PARISHADS, 1976-77 - 1980-81
 

(in percents)
 

Fiscal Yearsa
 
Sub-Component Fees 1976-77 1978-79
1977-78 1979-80 1980-81
 

Licenses, Permits,
 
Registrations and Animal
 
Owner Certification Fee 61.2 68.1 0.3 2.0 4.1
 

Gram Adalat Fee 21.2 7.3 0.3 0.5 0.8
 

Market Fee 
 0.0 0.0 96.7 97.5 95.1
 

Other Fees 17.6 
 24.6 2.7 0.0 0.0
 

Total 
 100.0 100.0 100.0 100.0 100.0
 

aIncludes only those Union Parishads which have market fees. 
There are 9
 
such union parishads, 8 in Sylhet District and .in Rangpur District.
 

SOURCE: Union Parishad Records.
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Per Capita Revenues
 

Again, per capita amounts are more meaningful than aggregates;
 

however, union population estimates 
are not available for the years
 

encompassed in 
this 	analysis. Furthermore, union population counts 
from
 

the 1981 census are currently not available, hence it is necessary 
to 

estimate union population Indirectly. We have assumed that a union's
 

population grew at the 	 same rate during the 1974-1981 period did itsas 

overlying thana. We applied this linear growth rate to 1974 union census
 

data 	 to derive the population estimates used here.
 

The data in Table 17 show that 
 the sample UPs were colecting less 

than Tk. ? per person trom theit own 	 sources plus about Tk. 1.50 from 

intergovernmental grants. Property taxes consistently yielded around Tk 

1 per person within these localities.
 

Even 
 though the saiiple includes jurisdictions from only three 

dj."tricts, tie,; exhibit grvat variability in per capita revenues
 

collected. 
 1or many of the revenue sources coefficients ot variation 

exceeding l(00 percent were found. The variability was particularly 

pronounced ior tee revenies, again due to the inclusion of ignificant 

amounts of hats npd bazars ii)'oMU in the nine Uis noted above. Large 

deviations 
 In per capit a normalI rants income again suggest that 

varlables other than populatlik play a role In grant allocations. 

Wl-n viewed in real (1976-7'1=100) taka terms (Table 18), per capita 

total purclh ,hi.), power fif the M's art, ,eCn to have rema.ilined at about 'k 2 

from I- 77--8 onward!; (except tor 197T-79). 'lhe property tax ranged from 

'I I.61-().H) tlIroltghl the p.1iod and It.e'; nevi r exceeded Tk 0.(,. As was 

the .;P-;t mlZ tihe Zl',, 	 the purcha u-;iijg1ower of per capita normal grants 



TABLI 17 

MEANS, COEFFICIENTS OF VARIATION AND RANGES IN UNICN PARISHAD 
!ER CAPITA ELVENUES B' SOI'RCE, 1q76-77 - 1980-81 

Fiscal Yeara 
Revenue Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Property Transfer Tax: 

Yeani Tk. 0.65 Tk. 0.84 Tk. 1.05 Tk. 0.93 Tk. 1.19 
C.V. 54.5 64.5 77.9 56.6 70.3 
Range: Tk. 0.06-1.55 Tk. 0.19-2.43 Tk. 0.09-4.75 Tk. 0.25-2.70 Tk. 0.02-3.37 

Local Rate: 
Mean: Tk. 0.11 Tk. 0.05 Tk. O.Ou Tk. 0.11 Tk. 0.15 
C.V.: 
Range: 

67,5 
Tk. 0.01-0.31 

94.8 
Tk. 0.01-0.22 

62.0 
Tk. 0.02-0.14 

149.6 
Tk. 0.003-0.44 

89.4 
Tk. 0.05-0.40 

Other Tax: 
Mean: Tk. 0.07 Tk. 0.08 TI.. 0.08 Tk. 0.10 Tk. 0.11 
C.V. 105.6 93.4 111.0 135.8 149.3 
Range: Tk. 0.00-0.25 Tk. 0.00-0.30 Tk. 0.00-0.38 Tk. 0.01-0.57 Tk. 0.004-0.63 

Incone From Properties: 
Mean: 

C.V.: 
Range: 

Tk. 0.05 

118.8 
Tk. 0.001-0.28 

Tk. 0.06 

86.8 
Tk. 0.00-0.23 

Tk. 0.10 

132.0 
Tk. 0.01-0.68 

Tk. 0.15 

163.1 
Tk. 0.002-1.33 

Tk. 0.12 

92.0 
Tk. 0.01-0.44 

Fees: 
Mean: 
C.V.,: 
Range: 

Tk. 0.03 
91.5 

Tk. 0.00-0.11 

Tk. 0.06 
145.8 

Tk. 0.001-0.44 

Tk. 0.84 
282.0 

Tk. 0.00-12.15 

Tk. 0.93 Tk. 0.66 
246.9 241.2 

Tk. 0.001-10.33 Tk. 0.00-8.45 

Miscellaneous Revenue: 
Mean: Tk. 0.15 Tk. 0.14 Tk. 0.10 Tk. 0.08 Tk. 0.08 
C.V. 83.5 113.9 160.5 125.1 155.8 
Range: Tk. 0.002-0.42 Tk. 0.01-0.74 Tk. 0.002-0.75 Tk. 0.002-0.36 Tk. 0.001-0.53 



TABLE 17 (CONT.)
 

Revenue Source 1976-77 1977-78 Fiscal Year1978-79 1979-80 1980-81 

Total (0nSource Revenues: 
Mean: 
C.V.: 
Range: 

Tk. 0.94 
41.1 

Tk. 0.08-1.82 

Tk. 1.11 
52.2 

Tk. 0.27-2.74 

Tk. 1.94 
123.2 

Tk. 0.44-14.22 

Tk. 1.86 
115.7 

Tk. 0.29-11.83 

Tk. 1.93 
89.4 

Tk. 0.07-9.67 

Normal Crants: 
Mean: 
C.V.: 
Ranze: 

Tk. 0.39 
52.6 

Tk. 0.07-1.2q 

Tk. 1.15 
31.9 

Tk. 0.06-2.27 

Tk. 1.03 
30.5 

Tk. 0.38-1.94 

Tk. 1.01 
58.6 

Tk. 0.20-2.68 

Tk. 1.21 
44.4 

Tk. 0.07-3.01 

Vorks Prograrme:
Yean: 
C.V.: 

Range: 

Tk. 0.13 
32.4 

Tk. 0.06-0.20 

Tk. 0.21 
33.0 

Tk. 0.09-0.34 

Tk. 0.31 
50.8 

Tk. 0.14-1.02 

Tk. 0.33 
26.3 

Tk. 0.12-0.53 

Tk. 0.28 
35.5 

Tk. 0.07-0.40 

Total Revenue: 
Mean: 
C.V.: 
Range: 

Tk. 1.36 
34.5 

Tk. 0.37-2.38 

Tk. 2.43 
28.3 

Tk. 1.36-4.53 

Tk. 3.21 
76.4 

Tk. 1.17-15.62 

Tk. 3.10 
69.4 

Tk. 1.15-12.23 

Tk. 3.30 
56.9 

Tk. 1.25-11.69 

aNumber of observations is as shown in Table 14 
(zero entries excluded). Where a minimum of zero is
indicated, it is due to rounding.
 

bC.V. refers to coefficients of variation.
 

SOURCE: Union Parishad Records.
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TABLE 18 

MEAN UNION PARISHAD PER CAPITA REAL REVENUE BY SOURCE,
 
1976-77 - 1980-81
 
(in 1.976-77 taka)
 

fiscal Yeai t
 
Revenue Source 1976-77 1977-78 197S-79 '979-80 1980-81 

Local Rate 0.11 0.04 0.05 0.08 0.09 

Property Tax 0.65 0.73 0.83 0.63 0.73 

Other Tax 0.07 0.07 0.06 0.07 0.07 

Income From Properties 0.05 0.05 0.08 0.10 0.07 

Fees 0.03 0.06 0.66 0.63 0.40 

Miscellaneous Revenue 0.15 0.12 0.08 0.06 0.05 

Normal Grants 0.39 1.00 0.81 0.69 0.74 

Works Programme 0.13 0.18 0.25 0.23 0.17 

Total Own Source Revenues 0.94 0.97 ;.53 1.26 1.17 

Total Revenue 1.36 2.11 2.53 2.12 2.0] 

aNumber of observations is shown in Table 14 (zero entries excluded).
 

SOURCE: Union Par shad Recordt;. 
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Fell by 25 percent between 1977-78 and 1980-8] while real RWP per capita
 

decreased by 
about 30 percent b)etween 1978-79 and 1980-81. Again this
 

suggests a general stagnation in the abilities of these smallest 
local
 

bodies to meet the public service needs of their residents.
 

Revenue Growth
 

Table 19 shows the year-to-year average growth in real per capita
 

revenues in jurisdiction,- for 
which data are available in consecutive
 

years. With relatively smali bases, small absolute changes in
result 


large relative changes. Nlevertheless, the extremely large percentage
 

growth rates 
reflected in Table 19 indicate difficulties with fiscal
 

planning in UPs. Total own-source revenueu growth rates range, on
 

average, 
from -2.9 percent to '4.7 percent, suggesting that it is
 

extremely difficult 
to project the amount of resources that may be
 

available in the following fiscal year.
 

U.i on "arl shad Expenditures 

Unlike the zilla parishads, which concentrate primarily upon 

transportation services, unlon paris hads are involved in variety ofa 

activities. Yet, the revenue analysis Implies that none of these 

activities can a;Ullortcdvery level.be at a high 

bue to noiinfllt ormlt ,In ajccountg conventions and the extremely 

NMl11 amoi 11; involved, we Iave apgrugiited uI1activities Into tour major 

categor I v;--est ib I I t;lanent eiq)rvIITIII, const ructL ion and nia i ntenance 

.petid~IIg, Till rt' laneol i t;jeilld inp and works i)rog amine spending. Table 20 

provldv,, toTe Idi., ot the wide vllrtIeLy ol aictivilles included In these 

111it ilo 011expeIId ltlreT cat,,rt'Ie1;. Whilit tof llcoomponelits of' e itabl lment 
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TABLE 19 

MEAN ANNUAL GROWTH RATES IN UNION PARISIIAD REAL
 
PER CAPITA REVENUES BY SOURCE
 

Revenue Source 


Local Rate 


Preperty Tax 


Other Tax 


Income From Properties 


Fees 


Miscellaneous Revenue 


Normal Grants 


Works Program Crant 


Total Own Source Revenue 


Total Revenue 


(in percents) 

Fiscal Yeara 
1976-77 1977-78 1978-79 1979-80 
to to to to 

1977-78 1978-79 1979-80 1980-81 

-15.5 80.6 -52.2 -31.5 
(15) (3) (4) (3) 

33.6 27.8 - 8.7 27.5 
(33) (36) (37) (40) 

52.1 54.8 - 2.4 44.5 
(18) (23) (22) (24) 

244.6 103.7 68.5 130.7 
(25) (28) (28) (30) 

699.9 3554.9 6129.7 2561.9 
(20) (25) (26) (28) 

234.8 -20.1 -20.7 -27.6 
(15) (14) (12) (12) 

231.8 - 1.8 - 6.6 62.0 
(33) (36) (36) (39) 

53.9 60.4 9.7 -18.7 
(9) (27) (26) (28) 

18.3 54.7 - 2.9 12.3 
(33) (36) (37) (40) 

73.1 17.4 - 8.2 2.9 
(33) (36) (37) (40) 

aThe nmumbers In parentheset; are the number of union parishads on 
which thL growth iates are based. 

SOURLI: (omputed by authors. 



60
 

TABLE 20
 

TYPES OF UNION PAR!SHAD EXPENDITURES
 

Establishment Expenditures:
 
(Including tax collection)
 

Salary
 
Contingency
 
Travel Allowance (TA) and Deerness Allowance
 

(PA)
 
Goods and Services (uniform cost; Oil and fuel
 

expenses; election charges; meeting expenses;
 
furnitures, newspapers, functions, etc.;
 
electricity connection charges; audit and
 
relief expenses)
 

Construction, Public Works and Maintenance:
 
Bamboo and Wooden Bridge
 
Irrigation, Embankment and Canal Digging
 
Road, Bridges and Culvert,,,
 
Buldling Construction (Mosque, office)
 
Maintenance (repairing 
 and developing Hats 

and Hazars)
 

Miscel li'1OnS Expend I tures:
 
Traiaing f Chuowkidars and Dafadars
 
Return 
 of Sucurity Deposits of Tax-Collectors 
Ration Lard 
limi lv Planning, Adult Education 
Swanimrvar , Cottage Industries 
Public Pealri and Sanitation 
Jungle C(leaninp 
Youth Cernpiex 
Riclkshaw 1laten, Fees on Crossed Check on 

trant Money 
Zakait
 
Fontributl n ( Chada)
 
Vol un t a1ry Pe,,t I piulent Program - Rally Cost 
Carryiug Cost 
Tree Iliantil I lll 

Works Pronrammine (rant IExpenditures 
Con tigenc y 

Prolect 

SOIIR( I : tnIon Pa rlihad records. 
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spending are common in all UPs (although not all UPS report them on a 

disaggregated basis), ,;eldom would a UP expend funds on all of the
 

activities listed under construction and maintenance or miscellaneous
 

spending.
 

Total Expenditures
 

Table 21 reports mean total expenditures found in the sampled UPs. 

(Given the degree of aggregation used, the problems associated with zero 

entries were less severe on 
the spending side of the budget.) The totals
 

are, of course, quite similar to the revenue totals found in Table 13; 

however, in two years (1979-80 and 1980-81) average total spending 

exceeded revenues. Again this was due to the cash accounting methods 

used In these jurisdictions and the exclusion here of opening and closing 

balances. 

Table 22 shows the relative size of the four different spending 

categories. The single outstanding feature of the Informdtion shown 

there is the extremely large proportion of expenditures spent for purely 

administrative pturposes. i..;tabltshment expenditures fell relative to the 

other categor!es alter 1970-77, yet they always accounted for at !(ast 60 

paisa for each t aI ofI;pendiqg. Lven thotugh such overhead spending is 

not totally tinproductive, tie results imply that local taxpayers are 

getting little in the way ol dLvelopment spending in return for their tax 

payment s. 

Per Capita Spending 

After tHe initial i [se in per capita spending between 1976-7/ and 

1977-)'8, real spending rewained fairly con tant In the following four 

yearn (Tab Ie 23) . Eea I expenditures per capita lor eftabl thIient 



62
 

TABLE 21
 

MEAN UNION PARISHAD EXPENDITURES BY TYPE,
 
1976-77 - 1980-81
 

(in taka)
 

Fiscal Yeara
 
Expenditure Type 1976-77 1977-78 1978-79 1979-80 1980-81 

Establishment 15675 26448 30238 33307 39832 
(34) (37) (38) (40) (41) 

Construction, Public Works 
and Maintenance 4373 6699 6513 17337 15929 

(30) (37) (37) (37) (40) 

Miscellaneous 1308 ?420 2296 2582 3528 
(27) (34) (31) (37) (36) 

Works Programme 2041 3667 5825 6119 5034 
(10) (30) (29) (31) (29) 

Total Expenditures Excluding 
Vorks Programme 20572 35371 38452 51732 58470 

(34) (37) (38) (40) (41) 

Total Ependitures Including
Work; Programme 21173 38344 42898 56474 62030 

(34) (37) (38) (40) (41) 

aNujiber in parenthesis is number of union parishads ubed to compute means. 

SOURCE: Union Parlshad Records. 
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TABLE 22 

PERCENTAGE DISTRIBUTION OF UNION PARISIIAD EXPENDITURES
 
BY EXPENDITURE TYPE, 1976-77 - 1980-81
 

(in percents)
 

Fiscal Yearn
 
Expenditure Type 1976-77 1977-78 1978-79 1979-80 1980-81 

Establishment 75.14 68.82 71.87 59.51 69.87 

Construction, Public 
Works and Maintenance 17.03 16.87 13.11 28.63 19.89 

Miscellaneous Expenditures 4.65 6.33 4.66 3.85 3.82 

Works Programme Expenditures 3.17 7.99 10.36 8.01 6.42 

aAll entries based on 31 union parishads for which data were available 

throughout the five-year period. 

SOURCE: Union Parishad Records. 
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TABLE 23 

MEAN PER CAPITA UNION PARISHAD REAL EXPENDITURES, 
BY TYPE, 1976-77 - 1980-8] 

(in 1976-77 taka) 

Fiscal Yeara 

Expenditure Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Establishment 1.00 1.43 1.43 1.32 1.37 

Construction, Public Works 
and Maintenance 0.27 0.36 0.31 0.70 0.53 

Miscellaneous 0.08 0.12 0.11 0.10 0.12 

Works Programme 0.13 0.19 0.25 0.23 0.16 

Total Expenditures 
Works Programme 

Excluding 
1.31 1.90 1.81 2.05 2.00 

Total Expenditures 
Works Programme 

Including 
1.35 2.05 2.01 2.23 2.11 

aNumber of observations as shown in Table 21. 

SOURCE: Computed by authors. 



65
 

purposes 
fell slightly in 
1979-80 
while construction 
and maintenance
 
spending 
was more 
than doubled. Nevertheless, aggregate expenditures on
 
public works, miscellaneous and 
RWP never exceeded 
Tk. 1.51 per person
 
even in nominal terms during this five year period. Interestingly, the
 
amounts 
spent for establishment purposes have be­1i quite constant in real
 
terms throughout the period. What this may imply is a minimal level of 
overhead expenditures in all 
jurisdictions. 
 If so 
 then mobilization of
 
additional 
resources would be allocated primarily to development oriented
 

activities.
 

Union Parshad Revenue Differentials
 

Unlike zilla parishads, it is not feasible to perform sophisticated 
analyses of UP revenues since socio-economic data are not available for 
these smallest of local bodies in Bangladesh. Instead, we must be 
content 
to use cruder methods Including some disaggregation of the data 
reported above together with reliance upon more subjective information 

obtained in 
the data collection process.
 

Interdistrict levenute Ifferentalas
 

Some Information 
 regarding differences in UP revenue collection 
efforts 
 can he 
 obtained 
 by comparing revenues 
 across 
 the three
 
districts from which the iJPs were chosen. Tables 24-26 contain mean 
nominal pet capita revenues by source for Faridpur, Rangpur and Sylhet 
di t trlcts, respectively. 'he data suggest that, during the final three 
years under analysis, ULPs In Sylhbet 1)1sitrct outperformed those in the 
othler two aietif. IiThese data, however, Include the revenues earned from 
marlketH In eight Sylhet li's which greatly exceeded the amounts collected 
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TABLE 24
 

MEAN UNION PARISIBAD PER CAPITA REVENUES, BY SOURCE
 
1976-77 - 1980-81: FARIDPUR DISTRICT
 

(in taka)
 

Revenue Source 1976-77 1977-78 
Fiscal Yeara 

1978-79 1979-80 1980-81 
Local Rate 0.15 

(5) 
0.03 
(5) 

0.07 
(i) 

0.07 
(1) 

0.06 
(2) 

T'.. -y Tax 0.73 1.10 1.46 1.06 1.39 
(6) (6) (7) (8) (8) 

Other Taxes 0.0003 b 0.0003 b 0.04 
(1) (1) (2) 

Income From Properties 0.03 0.10 0.11 0.14 0.22 

Fees 
(3) 

0.06 

(4) 

0.09 

(4) 

0.20 

(4) 

0.38 

(4) 

0.06 
(2) (2) (4) (3) (3) 

Miscellaneous Revenues 0.006 0.18 0.15 0.12 0.02 
(1) (4) (1) (2) (2) 

Normal Grants 0.42 1.17 0.90 1.37 1.10 
(6) (6) (7) (8) (8) 

Works Programme 0.14 0.16 0.45 0.39 0.29 

Total Own Source Revenues 

(2) 

0.89 

(5) 

1.35 

(6) 

1.67 

(4) 

1.31 

(4) 

1.56 

Total Own Source Excluding 

(6) 

0.83 

(6) 

1.26 

(7) 

1.47 

(8) 

0.93 

(8) 

1.50 
Fees 

Total Revenues 
 J.35 2.65 2.95 
 2.88 2.80
 
(6) (6) 
 (7) (8) (8)
 

aNumbers in parentheses are number of observations from which meanc were
compuLed.
 

bNo non-zero entries.
 

S() 1Ic: UnCon Parishad records.
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TABLE 25 

MEAN UNION PARISHAD PER CAPITA REVENUES, BY SOURCE, 
1976-77 - 1980-81: RANGPUR DISTRICT 

(in taka) 

Fiscal Yeara 

Revenue Source 1976-77 1977-78 1978-79 1979-80 1980-81 

Local Rate 0.09 0.03 0.05 O.G03 b 
(7) (7) (7) (2) 

Property Tax 0.43 0.51 0.79 0.72 0.80 
(II) (12) (12) (13) (13) 

Other Taxes 0.04 0.05 0.04 0.04 0.04 
(6) (11) (10) (1.0) (11) 

Income From Properties 0.03 
(9) 

0.05 
(11.) 

0.05 
(11) 

0.16 
(12) 

0.08 
(11) 

Fees 0.003 0.02 0.05 0.34 0.24 
(4) (7) (8) (9) (9) 

Miscellaneous Revenues 0.20 0.08 0.04 0.09 0.04 
(10) (9) (8) (4) (7) 

Normal Grants 0.35 0.95 0.84 0.93 0.97 
(11) (12) (12) (13) (13) 

Works Programme b 0.19 
(11) 

0.27 
(11) 

0.34 
(11) 

0.32 
(11) 

Total Own Source Revenues 0.72 0.69 0.97 1.1.5 1.09 
(11) (12) (12) (13) (13) 

Total Own Source Excluding 0.72 0.67 0.92 0.1 0.85 
Fees 

Total Revenues 1.07 1.81 2.05 2.37 2.33 
(11) (12) (12) (13) (13) 

aNumbers in1parenthees are number of observations from which means were 

computed. 

b No non-zero entries. 

SOIIRCE: Union Parishad records. 
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TABLE 26
 

MEAN UNION PARISHAI) PER CAPITA REVENUES, BY SOURCE
 
1976-77 
- 1980-81: 
 SYLHET DISTRICT
 

(in taka)
 

Revenue Source 1976-77 1977-78 Fiscal 
Yeara 

1978-79 1979-80 1980-81 
Local Rate 0.09 0.09 0.13 0.20 0.19 

Property Tax 

(14) 

0.77 

(6) 

0.97 

(2) 

1.07 

(3) 

1.02 

(4) 

1.37 

Other Taxes 

(17) 

0.08 

(19) 

0.11 

(19) 

0.11 

(19) 

0.14 

(20) 

0.16 

Income From Properties 

(13) 

0.08 

(14) 

0.06 

(15) 

0.14 

(14) 

0.15 

(16) 

0.13 

Fees 

(14) 

0.04 

(16) 

0.08 

(14) 

1.30 

(16) 

1.32 

(15) 

0.94 

Miscellaneous Revenues 

(1b) 

0.11 

(18) 

0.18 

(19) 

0.14 

(18) 

0.07 

(20) 

0.12 

l'ornidl Grants 

(12) 

0.41 

(11) 

1.27 

(12) 

1.20 

(10) 

0.90 

(10) 

1.42 

Work; Programme 

(17) 

0.13 

(19) 

0.24 

(19) 

0.29 

(18) 

0.31 

(19) 

0.25 

Total Own Source Revenues 

(7) 

1.09 

(14) 

1.30 

(12) 

2.66 

(17) 

2.56 

(13) 

2.62 

'iota] Owu Source Excluding 

Fee 

(17) 

1.05 

(19) 

1.22 

(19) 

1.36 

(19) 

1.24 

(20) 

1.68 
" 

Totarl Ievenues 1.55 2.75 4.04 3.70 4.13 
(17) (19) (19) (19) (20) 

a,.inIjerq In pireitheaesl are numler of observatloilR from which means were(Collputed.
 

'W1If!ChI-: Ilni on 
 iPar shad zecords. 
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irom that source in all other UPs including other unions in Syihet
 

District. If one deletes fees from own-source reventes, the means are 

quite similar although unions in Rangpur District consistently earned the 

smallest per capita amounts. 

Unicn par shads in I'aridpur and Sylhet dist lets consistently 

had larger 2er capita property tax collections than Rangpur UPs. On the 

other hand, Farldpur III's appear not to impose taxes on vehicles, animals 

and trades or professions to any significant degree (although it is 

possible that accounting conventions in Farldpur Include these taxes 

among the miscel laneous revenue categol y). Interevt ingly, Rangpur 

Jturisdict ions al,;' consi steili y earned the snal lest per capita amounts 

from normal gra:tits, suggest ing a possib e regional Hias it tile gixant 

all oata Ion tieCi ani smn. 

Table 21 conta tI a ,lightly ditterent ot.proach to the questioln of 

lrnterdis triti diterences in lip own otirce revenue e tort. Shown there 

are the I1S u.ttlrat.u, of per capitia (,lIi' (valtiud oit factor costs) together 

With tILe liiilil per capi ta (vwii source i-evenues (e,\c iuding tees) rhe 

second panlel I ,ithe IaLtto ofl l t cilptta (IP Iniii la)le '7 fiidlIit kangpur 

,ind Syliet i,lat Ive to tliat i n I dp:arr whileI l.' I oul'tli :iows thedt siiit- I 

rlit O of per oi i t Ii the district: Iat lveilpit'ti lwlna ,i revetii, two it to 

,,Far ldpur. Assitnl thi,it I l)l' otillI ttit 's Hit ba;e I iul wiclh locil 

reveiue; (atn he m ilI tzied, t it-nut lo o i tlie (;I)l r t I to OWut t1ofllICC 

revenli, lelat ivv. W ill I. kili lv It tih. I ,i illvaci (ili iltVt were ipuitting 

ioi'thi :,tfil ir I(tyt tt.Ccll 1il . A,; !;:hiWil Ili tlie hot 'u pant. I Ill a 1 illiut 

,;vt Ill Ii tiit litngptir Svy liet 

wer ei rtingiigiii , ellit lvi, 1 loilt 5 i, Wtle IIPli Ill I'tiildplli . In two 

two tii ( )/lt/ -- // ind /I-811i) lict nor tlIIti 
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TABLE 27
 

DISTRICTWISE UNION PARISHAD RELATIVE REVENUE EFFORTS,
 
1976-77 - 1980-81
 

1976-77 1977-78 1978-79 1979-80 1980-81
 

Per Capita GDP
 
Farldpur 
 921 1108 1243 1468 
 1535
Rangpur 
 1121 1358 1405 1864 1980
Sylhet 
 982 1412 145] 1951 2152
 

Relative to Farldpur
 
Rangpur 
 1.22 1.22 
 1.13 1.27 
 1.29
Syihet 
 1.07 1.27 1.17 1.33 1.40
 

Union Parishad Revenuesa
 

Faridpur 
 0.83 1.26 
 1.47 0.93 
 1.50

Rangpur 
 0.72 0.67 
 0.92 0.81 
 0.85

Sylhet 
 1.05 1.22 1.36 3.24 1.58
 

Relative to Faridpur

Rangpur 
 0.87 0.53 0.62 
 0.87 0.57

F)ylhct 
 1.26 0.97 0.92 
 1.33 1.05
 

Tax Effort Relative to Fartdpur 

Faugpur 
 0.71 0.43 0.55 0.68 0.44
Sylhet 
 1.18 0.76 0.79 
 1.00 0.75
 

alPer capita revenue!; excluding feco (Tables 24-26). 
1)(omputed as 
the lit h of the relative (to Fartdpur) tax effort to 

relat 1ye (1)1'. 

;OUIICI.: H I, Il.Id, .1i 
 Bureau (d Statli I c(t , 1981 Statit it cal Yearbook of 
/ingl adesh (uhali : Inngl ,d il Burenu of -tat iticti, 1982), pp. 363,

tb6 .and )QY,, an well an dat a In 'lab]es 24-26).
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years, 1977-78 and 1980-81, the Rangpur efifort was thanless one-half 

that in Faridpur. While 
 this analysis is based 
 on some strong
 

assumptions including that the sample UPs are representative of UPs 

throughout their respective districts and that the GDP data are accurate 

measures of the revenue base, it does suggest that there may be some 

systematic dilterences in the administration of local revenues ac:oss 

these thret districts. 

impresstovisttic Anal si s of Revenue l)ifferentials
 

To adress 
 the questLion of systematic differences In administration 

we must rely upon the more subjective infotmation collected in the 

questionnalles adminiin.ered to chii rmen and secretaries during the UP 

data-collvution effort. "Ihe iorm of these data does not, however, lend 

Itself tu, :ntat-:; ical "tnailvsisb. 

A eview of the ques.Liorial rvn Indicates that the largest liP revenue 

sout-us, the hold i1ig.; a d t wl, idar! ta., Is nowhere administered as 

indicated In ti,, MLtUtLei. Ebter than being a tax on the annual rentuil 

valu. ,,f huili(11 ildi aird' ih e l idS , the IT' property tax ti dr lnistered 

as It it were a co hli iation ol i niome :uil we'litli tax, al b(,It a tax wi ichi 

I.s as ;,t oil an ad h i.t I . I, ritaiily all uin Ion, It Wa., ;iduitied 

that the tax wa'; ,e('i, h,', a l.git illto i account [hcbe conomilc cotndit ion 

of tie [ot t lit l La,1. j ia,/ . Ini .rnr t,|r f.avil Ioutq ) Stt ion rep'auidng the bashi s 

(0i nsnz ee. i , t va t u,' we t. jlt d r tositiflt w t. I i t1 the t.ix avyer ," 

lon,,ol ti fam , a dl' l m,,mhtr 

r paciLty," utt In ne'.vt'l iol uionitli , 

I( id t i n,tio t lie t ;Min, ,,t, ii l( lidvilUP ," "pay'ing 

1earnvd t alat al I I tpott Ial 

Wpayet, ai rdlvi dled lIito I=oul gi Oijomp accrtil i to theli p rcelved 
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ability to pay and flat rate amounts are assessed to each group (with the
 

poorest being tax exempt).
 

There were several IlPs In which the respondent seemed to know the
 

statutory base of 
the tax; however, even then there was a great deal of 

confusion as to whether the tax is based on annual rental value or the
 

capital value of buildings and land. Furthermore, most respondents 

with a knowledge of the statutory base of the tax admitted that the 

particular economic situation of 
 the taxpayer was also taken into 

consideration. Interestingly, the respondents in Syllet district were 

most commonly lamiliar with the statutues whereas only two or three the 

respondents in ,arldpur and Rangpur revealed 
any knowledge of the 

statutes. 1Tis Implies a greater level of administrative skill 
in the 

;ylhiet liPs. On the other hand, when one attempts to relate this 

knowledgu Qt the supposed tax base to per capita revenues, no apparent 

relationship is dettect ed. Indeed, while OnL ITl secretary in Rangpur was
 

very krowl edguabI about tihe statutes, 
 the tUP In which he Is posted 

con.i stently i.~b Ilived pe'r capita revenues more than one 
 standard 

deviation bel, w lhv Lean. 

o!a I pl opert y tax r v-, Iues depend crucial I y upon the col lection 

efftc leu y (tLhe rat Ii oof taIxes collected to taxes due) . Unfortunately, 

given tle ad hoc nature of t h. tax abde5=nt process, col lecrtion 

ef I I ci licv art "of. t very inlor1mal I I levt m "I Implylng(i 11 how 

sLicce.iftin] a jurltdi tO in 1In n~ob I I I;,lug Ie ,iitI CO~s since, It tax 

annedh bin5,.it' s are ql lt, low, tht a In n Ven i ci IIkeliI hood that more of the 

t4 .xe, wi I I it I ma tel y bi: io I IPc t.d t 1 litiI I lie I nIIt I a I stlt'le Imit tn are 

ig1h. Table hoiwh?H eot Wod1 tii ax birol led t eli c'elpn-v rat 4t lIt 

http:bin5,.it
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TAIE 28 

UNION PARISIIAD PROPERTY TAX PERFORMANCE INDICATORS
 

District U1nion llarisiad 

Faridpur Panch Khola 

(hat Maihi 
Jhoudi 
Al ptir 
Mizatipur 
Rakanitapur 
Ka; lani 
Malleshpur 

Rangpur Illipur 
G(ina i gachl 

hiaral ba r 
ilolokhaiia 
aiithalbar i 

ih, I ahat i 
1Pianti and rapti r 
Poo 1 
Pad i akli I i 
f',1 fhartr1 
Futit lit 
li 1-;Ila ;, 

SyIliet to,,',..~Tk. 

;t ., l i). 

[!0r 
PllI 
(1'1l IIIg t 

,iluii I I'll 

SIIitil 1 1 
.11 1,I i tku 

1.1 t 
Pl.ii I l'ai r 
Hi.Iaug i 

1980-81 Property Taxes 
Per 

Capita Collection 
Revenues E:ficiency 

Tk. 0.:'7 ---


1 .28 .60 
2.q1 ---

0.80 .16 
0.52 .52 
0.55 .1-6 
1.88 ---
2.93 .65 


Tk. 0.73 .31 

1. 24 .53 
0.78 .45 

0.78 .30 


1.11 .40 
0.45 .48 
0.40 . 20 
0.79 .73 
0.69 ---
1.95 .58 

.89 .67 
.O1 ---


1 . 18 .78 

V, . 6 1 
(.92 ---


G.45 .38 
3 .05 ---

1 .01 .50 

2.80 ---

2 . 52 .27 
0.02 .... 

0.59 ---

0.02 .57 


S0IllC1: I:i1iii 0had f Juatic I a I t ecitd s and p riiona](I : IT 
diri. , 

Estimated Number 
of Distress 

Warrents Issued 
In Last 3 Years 

None
 

None
 
2-3
 

None
 
None
 
None
 
None 
100 

58
 
None 

None
 
None
 

None
 
None
 
None 
None
 

None
 

10-15
 
None
 
None 

150
 

None
 

None
 
5-8
 
None 

None
 

8-9
 
None 
None 
None 
None
 

intervj ews conducted 
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1980-81 for 31 UPs in the three districts together with the per capita 

property taxes reported in each. 
 The collection efficiency ratios range
 

from 16 
to 78 percent; however, they are obviously not closely related to
 

per capita revenues 
from this tax. Also shown in the Table are the
 

approximate number of distress warrants 
issued during the three years,
 

1978-79 through 1980-81 
as gathered during the interview. While most
 

jurisdiction-- never issued a distress warrant, several reported issuing 

as many as 100 during that period. (It should be recognized that we were 

not shown copies of the documents so tile large numbers may have been 

reported mainly to impress the interviewer.) Again, however, there is no 

obvious relationship between the number of warrants issued and collection 

efficiency nor with per capita tax collections.
 

The conclusion that must be drawn from this impressionistic review 

of the local property tax is that it is very poorly administered and is 

little more than a random assessment of taxes with some possible linkage 

with the wealth and Income of tle taxpyer. Even then, however, we were 

told that quite often It J! the wealthiest taxpayers who are most likely 

to be delinquent mostin t|,'tr tax payments. Thub, the effective tax is 

likely regres.sfve in teru; ol income and, due to the ad hoc nature of 

assessmentfi, I s likely to contain major horizontal, as well as vertical, 

Inequitie.I 

The In tervIewt; altio Included questIonsi regarding the administration 

of other trn.xes and lees levied at the lp level and also asked for 

IllorIzontuil t'i t y v iermi to the eu(IiItable tax treatment of "equals"
whil e verti ca1 eqtslt y locieS upon equil table treaLment of tiy.pnlyert In 
(Ii le nlt ect llmol lt cI ll( fittlCels. 
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subjective opinions about how revenues might be further mobilized. Many 

of the respondents recognized the weaknesses in the current holdings tax 

system; several indicated that in order to improve the tax, additional 

security should be provided to union tax collectors by the central 

government. With respect to the other taxes and fees, many respondent,; 

felt that higher rates should and could be levied. In addition, some 

iespondents indicated that the union, should be allowed to impose taxes 

on the erection and re-erection of buildings. This suggestion i s 

reasonable since this levy Is quite easily administered at the union 

level and could be designed to fall morL heavily upon wealthier taxpayers 

who are more likely to be engaged in such building activity. At the same 

time, it must. be recognized that not all unions ale currently imposing 

all ot the levies at thei r disposal, thus addit iunal revenue mobil ization
 

elforts should begin by nwl.ing sure tlat all Ut' chairmen, members and
 

secretaries are aware ot these revenue powers. 

c-coltimenda t Ions 

Ideally, an empirical review 'uLIt a-, this one would have shown it 

dI rect: 1 nkage between pii t f citla r sor Ioconomi c or itdmn st rat ive 

vlriat les a nd I I ilcpetl oiiu;iicc . the lack ol ,oich t Is(lvj iinkage, 

easlier to point out p lob leIm, . I at d with Iowa] govct!mllttemt. re's llIce 

mnohl I Slit I on t hiai It it; ,f ! i pn potimit a i olut iom, t the plmoth Cl1i.to iil 


eviter I at-e e.1if , !it(1:1V UVCI01 mtu'(lIat foint rc;Itl nIt1 iadu. Ve ( ,,ntoider f I r t 

rucotitilatidat Iol); pcli ty I I al' tIi and t urii iumi Iont i lIn , , I ii liat,; LlOic to 
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Zilla Parishads
 

Before focusing exclusively on zilla parishad finances, 
it Is
 

appropriate to consider the desirability of maintaining the zilla
 

parishad as a local government entity in light of the recent efforts to 

upgrade the thana level of local government. I Currently the zil Ia 

parishad is not a local. self-government given the lack of elected 

officials. If 
that situation were to continue indefinitely (and we would 

argue that it should not), one might ask if there is any need for a zilla 

parishad level ol government. The alternative would be to turn over all 

revenues and spending activities to the thanas (or uniovs). 

Ile would argue against such a change. The principal responsibility 

assigned to ZI's is the communications system, especially transportation, 

within the rural areas ot the districts. This is a crucial service with 

the ;11 Ia roads sy.;tem serving as the main road arteries. While one 

woUld hope Lhat Lina 5 would recognize the Importance ot these roads, it 

Is quite ,siei that thana-level decisions would be narrower In scope 

atd shorter !siglted than dcciions made at a distriLct-evel. For 

exaiIj It., a t hana iIN dccide to duvit a ; pul I ('ant potI L on of ItsnI 


rL',circes to a 1, .LI cu la u I on road at t.iie expu ne:;o, iproving a nd 

111111n t a iii w a I~'i tt on ,. I I I ai ra d wii ih la.,Ot,; thr o ),h tho thlilma. 

!uclh :;p 1ovvr Ivcr I a;v ;irt' c IassI,;.I' wI thin11 t ht pub I I se t or and 

,,  
t oust i tll t 4, ime r
tIil' ptI hi 1 VI t I ca I tvatiott I a I a e d i lp I oaci to locaI 

PgOVI I 11tmoti t stf tict it I'. 

AI'1" I, ,.I I.r Itve' iin tome d Is;ctin ton rovgo rding Lnle11,lllt II '1t ,I11 1firfn,, I Iv I'il I l d t i . 11 
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A second argument against abolishment of the ZP concer::s personnel. 

Zilla roads are built to higher specifications than are thnna or union 

roads thereby requiring greater technical expertise in supervision of 

their reconstruction and maintenarce. It appears that, even though the 

cadre of engineers posted at the thana level has been upgraded, the 

technical expertise At these personnal is still below that necessary for 

1 
projects.complex 

Finally, there is a fiscal argument against the abolishment of the 

:Alla while transtering its revenue sources o the thanas. The largest 

revenue source, the Immovable prolu! ty transfer tax, is dependent upon 

tile sale of propetr% within the Jurisdiction. Since sales do not occur 

in a uniforri fashion acrosb Lpace and time, narrowing the areal base of 

the tax Is very likely to result IP greater year-to-year fluctuations in 

revenues. Since revenue vat ill iIi v has bLen singled ouL In this paper 

as a major prblem inherciut at both t'e .lla and union levels, 

Increasing that varitl iv w:rtld he counterprodictive. 

Based on these a rgumnt1 wt rctw'iiucd tha : 

lie ta ,i- n tait tied 1oca I gove Intient. I z 1 1 ia Ish.;d h' ibe ia., a 

wth 1ts currunt . n-iicl I' t:,ponsibl lit Ies and revenue 
sonrce. hur hty'dre, in keeping with the 

decentral zt ion el ,it+ cur-entlv !WIcused( on the thanas, 
w e Iecolil,(.(l thit eetions _.- held In tile zIlI a 
pari.haud :A, tlhat thlv , too, n! lutonm trl' local self 
q (' VI n M u r . 

Asnttinitg Hot zlla patIl .hd ar, r tlnted as local goVertllt nutH there 

,i1 vev ra 1 i v, omietnb ions that rai Ibe made cIU',i1'd iln, ZP f tiances. (tte 

TH i i mat I t I i dIs cl IIt:,l,I I ti. fllrey In I art y ,cluo"' h! r , "llpgradud 
Mt,,:tlitI I ' ' anid IIill(t i ,I I'o)W(- I.,'' Ilnt el 11 1eport l . It, local 

I'u%° I,' t, t I at I(."n Vi o 1'm , Me,.t ,IIT&lIIan S.,t tid ! P Prop'raw, Tlhe lMaxwel I 
"U"! Pl, VI,,ll~l, I V .b<'l.,, I '"| at "ni '" q+ ,I 19H 0 
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pertains to the recently recommended increase in the number of districts
 

and hence in the number of zilla parishads. We feel that this policy
 

should not be pursued. As stated above, any narrowing of the base of the
 

immovable property transfer tax 
is likely to lead to even greater
 

instability in transfer tax revenues. 
 A significant increase in the
 

number of ZPs means that each 
ZP will cover a smaller area and would 

result in greater annual fluctuations in own source reven.-es. Revenue 

instability adds to the difficulties of good fiscal planning and should 

be avoided whenever possible. 

In addition, the lack of qualified personnel is already an issue 

associated with upgraded thanab. Increasing the number of zilla 

parishads would exacerbate this problem and should be avoided. 
Thus:
 

2. 	A large number of oew zilla parishads should not be
 
created.
 

The current thlana upgrading process includes granting financial 

powers to these local bodies. The Ordinance issued in December 1982 

provides ,everal revenue sources to the thana; however, we are aware that 

discuF,,ti are currently tak n;i place which would transfer to these local 

bodies the revetues of the 11'r'. From the analysis here it is obvious 

that such a transferral would prove to be disasterous to the Z11, given 

thsir reliance upon this tax levy. Thus: 

3. 	The Inmmovable pi operty transfer tax should remain a zilla 
parlishad revenue source. 

UbIle not anilyzed In detail here, we repeat the recommendation made 

In an earlici IuterimrupoLtI that property transfer tax rates he 

!AIm, "The Immoval le Property Trans fer 'lnx In Bangladeth." 
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increased. The analysis of the overall revenue structure as carried out 

ia this paper has emphasized the extreme importance of this tax levy. If 

zilla parishads are to perform effectively, overall revenues should be 

increased. A tax rate increase to at least 2 percent: of the value of 

transferred property would greatly improve the fiscal fortunes of most 

:'il a parishads. It would also be In keeping with the opinions of the ZP 

personnel interviewed in the course of this study. Thus: 

4. 	The tax rate of the immovable property transfer tax 
should be increased to at least 2 percent. 

While we were unable to discern any statistically significant 

effects of grants on 71' revenue effort, the structure of the grants 

system Is such that it contains no Incentives to mobilize resources. At 

the same time, of course, it miist be recognIzed that the ZI' revenue 

structure provides little ci no fiscal autonomy to these bodies, which 

probably accounts 'or the stat i;t ical findings. Under the assumption 

that v i la parishads becomc :el f-governments, resource mobili zation 

effort; should be uncoirag'cd 'ith some " iC al autonomy granted to the ZP. 

To that end we re comle :h 

Q. Zila par ;lu pr()t'rt y,' t u.lie r Laya rates shoul] d be 
allowed t bc tul locall1 within some range, e.g., from 2 
to 3 per'em . 

Inl tandow;i with In al MintornOmy inhio,"ld bei n ai teration 1i the grant 

syst(', which ilvt !u V.1' li IncowilL Ve toI lit 11 1|7e til'; aI ti lllol , . ro 

examl e one adtlit"IIi t titvly be prtavid lar ger pert', ean' liv tt It wun would to 

'apl t;' giV ntlt to tiu:.i' locai' It it,, levylug tilt Ii I'TT lt 11 ' percent lilte 

thani /l s nip,lui g :1 percent i,[tv. At the tin/ tl nt ,t le, I lludil.f; of 
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this paper suggest that the current 
grant system is far from systematic
 

in its allocation of monies. 
Thus:
 

6. 	Tile grant system must be altered such that it is truly a 
system with allocation mechanisms known by all and 
containing built-in incentives to mobilize resources. 

Union Parishads
 

The results of the analysis indicate that the revenue system of
 

union parlshads is dominated by taxes which are, for 
the most part,
 

randomly assessed. This violates one major 
 tenet of good
 

taxation: certainty in tax administration. The question that then
 

arises is whether the noldings tax can ever be administered in a certain
 

manlicr given the administrative personnel available at the union level. 

The Issue has major implications since poor administration of a local tax 

lead. to erosoii in the public's confidence in the public sector as a 

whole and elevates tax evasion tliroughout the system. 

Twu pos1ible pol1ci us could be pursued--strengthen tax
 

adriilstrat ion or abolish the levy. The review of the statutory basis of 

U!P pr, erty taxet, suggests t|kit It Is not overly complicated and, if 

admtillstered Iii tihe prescri hd manner, becould an eftective resource 

inol lil;st ion rit, with no S.VVUt* Inequities. Still, the statutory tax 

mu,, b e admi,,tred In tihe iiuiner prescribed. if the policy dccision is 

aI'Ien t, rvlt,iin tHi levy, a l i . t'd and, tcilon training etfort must be 

tinderIt aen . 'I hi' tralIni . t-1ort must Include both technical aspects of 

tilx as SE's sntti ad stitiirat !iin as well at, more purely educational 

e I Iorts. 

Oil, thI technicIal t,lle, the fidlings of our t,urvey tuggest those 

r'i my Itig omit tin' Jlflset4sm'l(t S do not, ior the most part, have any 
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specialized training In assessment practices and that, rather than 

reassess every five years as dictated in the statutes, reassessments 

occur annually but on the basis of the perceived wealth and income of the 

taxpayers. Furthermore, it is the local UP members who most often carry 

out these assessments. Good property tax administration is possible only 

if politics are removed as far as possible from tax assessment. An 

officer, trained in good assessment practices, could be stationed at the 

thana level and carry out reassessments in all UPs in the thana. Local 

politicians can then "blame" local taxes on this higher level of 

government which should reduce some political pressures. This officer 

could al]o assist the UP secretary In bookkeeping procedures to improve 

the accuracy of records oi taxpayment and non-payment. Without such an 

effort, accurate as,;essuients are unlikely to be transformed into more 

equitable and greater yields i1o1 the holdings tax.
 

Other education must go hMnd-In-hand with this technical training. 

Both politiclnaiif and taxpayer. must be made aware of the importance of 

tax compliance. No one likes t, pay taxes; but it is less painful if 

there is a recognition that one derives some benefit from the taxes that 

are paid. likLwIse, political (lecision makers must be aware of the 

Importance oL being willlig tco (ollect the taxes levied and to implement 

technlques for improving tiix compllaice. The latter is possib]l, both 

through foimol legi:l tietiod.; of clllectIng delinquent taxes (according to 

our burvey, wien these met hodts are used, people do pay) and Informal 

inethodt, of cvllcoulragllg,, o(mpltce. Among the latter are campaigns which 

111111d upon .1 SCiIFe of comiliuiiity an1d the Importaoice of everyone pnvIng hii 
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share to support projects und-r.aken by the local government. Again, tile
 

property tax technician can help carry out these educational efforts.
 

In the absence of an all-out effort to upgrade UP property tax
 

administration, it may be preferable to abandon the tax 
entirely. While
 

there were rumors of poor tax administration at the UP level, the work
 

here has documented just how bad It is. 
 If the tax were to be abolished,
 

additional sources would have to be tapped or 
other sources made more 

productive. While do wish to recommend drasticwe not 	 such actions, it 

must be considered a possible alternative.
 

Under tile assumption that the central government is serious about 

improving local government resource mobilization efforts, we recommend 

that:
 

7. 	The central government should train and post a "UP 
property tax officer" in each thana. This person would 
be paid by the central government but would provide 
assessment, services to each union within the thana, would 
advise secretaries concerning tax record-keeping and 
would help coordinate tax campalgnu and other tax 
education ufforts in the unions. 

With or without tile availability of the holdings tax, further 

resource mobilization I,; desirable in union paritihads. Our findings 

suggest that thc bulk of the revenues are currently being spent for 

establ ishtment purposes rather than to furtLher development. Only with 

additional revenues can development elfort; increase. 

One 1outce of lip revenue ii i from hiat s and baza irs. While the time 

period covered it ihil sstudy wits prior to the recent decision to put the 

Minitnt:ry of L.ocal Covernmett It charge of' twirket admnilittration, the 

evidence lgget,it hIt th l: -Ail le a1 extl'et ely I|tportant 10 cil rovellue 

sotirce wiich utut , retali,,d 1)) the union pari shads. 'huti: 
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8. 
Local haats and bazaar revenues should not be transferred 
to the upgraded t Lana as Indicated in the Local 
Government Ordinance (Thana ParlIshad and Thana 
Administration Reorganisation) 1082. To do so would 
further erode the already weak financial condition of the 
1Ps and decrease their ability to carry out development 
Initiatives on. their own. 

Thought might also be given to abolishing of the haats and bazaars 

management committee and turning its fuictions over to the local 

government. This is more feasible inder the new arrangement whereby 

leases are auctioned to private Individuals who operate the markets. 

With the local government directly involved in the administration of 

these enterprises, it may be less likely that leaseholders overcharge or,
 

in of her ways, engage in improper practices. 

9. A thorough study t,t haats and bazaar:; shou I d be 
undertaken to voniluer the feasibility of abolishinp the 
market managemeint comMi t t Vc with tts functions tr-ans­
terred t union pari.shads. [e study should aa I)ze the 
financial impacts of such a policy especially the 1ikel, 
effects on inves tment in mdurkets, revenue ImplicatLions 
for unlons with ;"d wi thmt large markets, as well as 
administrative issu ,s such as prit tig polihres and the 
possili tty that local govurinents could operaLe Iiaitr 
and bavaar.s rather than leasing them. 

Additional U!P evenue, could also hW, raised froi fees and taxes 

other than aic tax. ,such taxtIding, Taxes a-, the vehlicle and the tax 

on protetslons, trade.; and callings are most el lectlvu'v administered 

within small (ihlinI ts wit re It In oiv iotis that a new ibusine:ss has been 

estab i shed or tiat. an c'l st inlu' enterpr I :C lilt nuit paid. Tlie rate- of 

these levies .ilC, hiowevel , I 1;,tI rate iiouts that do not- liilase with 

Increases I" p[rices or etonomir activity, thvu efole revenues grow ;lowly. 

Whl le compie>x rates could be des.Igiued to improvi, tax buoyancy, suIch a 

policy would greatly increase adii li trat ie cot i. Inistead, the cential 
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government should allow new higher rates and periodically update them. 

It is not reasonable to use a model flat rate tax structure that is over 

20 years old. 

10. 	 Model tax rates for the vehicles tax and prolession, 
trade and calling, tax should be increased. Further­
more, a policy of updating these rates periodically, 
e.g., every 2-' y &ars, should be initiated. 

Taxes un the erection and re-erecLion of buildings Is allowed in the 

Local (;overnmcnt Ordinance; however, we did not find this tax levied in 

any of the sampled unions (it is, however, imposed in paurashavas). This 

tax (with rate! greater than those specified in the Rules of from Tk. 1-5 

for thatch1ed roof structures and t roim Tk. 2-29 for corregated iron 

rooting) can he effectively administered at the union level since 

inspection is easy. furthermore, adding even 100 taka to the cost of a 

new siructure would not grea tlv impede new construction and would fall on 

those with greater ,bility t( pay as evidenced by the fact that they have 

the zesources to ronst ruct tLe building. Thus: 

11. 	 Tax4,; on the '[itct lon and re-erection of buildings 
shpulr Qe lqqIuh(tnd at the utnon level. A new model tax 
sc-,du It should, however, be dtvi sed prior to the 
IMpO, 	 1i"" ofItin lcvv.I , 

WhiIle the pt c(U I ti. 'lP rvvomendt i Ion; have focus-,ed on own source 

revenues , a rest til"lured p rant tyttem witich rewards the mobilization of 

resotl ceh shunl d ,, Init bit, d. Iurtherriore, t:he graut iiystem will need 

to recopo I the 	 ot n tureilmpot .1cv( atnt actlvi ties whilch must 	 occur at 

lcnn 'I bvltn' 

In sev'tl, iniinn;; whirhl. If general Led to wider areas ,"hould aid in 

tie unilon Ilrt ( 1. Interv.t ilng expel irivit l rf, ' 'l , conducted 

tLu e cA Iout a. 'I1n ; : 
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12. 	 The grant system must be restructured to encourage local 
resource mobilization as well as maintenance activities. 

This paper has reviewed the fiscal health of zilla and union 

parishads. It Is obvious tWat the patient is not well; but we feel 

improvements are possible. The health will Improve only through some 

strong efforts on the part of the centril govetniment to encourage local 

resource mobIlization. '1heseeliorts must Include revi ;ion of the rules 

regulatig local bodies, investing in resources designed to improve local 

revunue mobilization and rentructuring the grant system. 


