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CHAPTER ONE

FISCAL DECENTRALISATION AND SUB-NATIONAL FINANCE IN SUB-

SAHARAN AFRICA

1.1 Introduction

This Report describes and analyses the process of decentralisation from the centre to sub-
national governments' in Zimbabwe. The analysis examines the structure of local
governments, the strategy and objectives of decentralisation, the experiences of fiscal
decentralisation, infrastructure and service provision (ISP), the regulatory and legal
framework for local governments and their institutional environment. The Study has been
commissioned by the World Bank as a part of a regional project to study local governments
and fiscal decentralisation in six countries of Sub-Saharan Africa: Zambia, Senegal, Ghana,
Uganda, Swaziland and Zimbabwe.? This Report on Zimbabwe, therefore, should be seen as
only one of the components of a much larger initiative.

Decentralisation and effective devolution of responsibilities from central to strong sub-
national governments can be an effective way to address service provision, economic devel-
opment and the involvement of citizens and private investors in the provision of common
goods. Decentralisation of responsibilities has been shown to increase the level and quality of
public services and lead to a more efficient use of scarce resources.’ Thus, many countries
now seek to increase the extent of decentralisation through a variety of strategies. In this
regard, many African countries are developing new systems of local government finance and
methods of infrastructure services provision (ISP). They are also reforming their regulatory
and institutional frameworks. This Project investigates the recent experiences in six Sub-
Saharan African countries by ascertaining the degree to which they have realised their set
objectives using specific decentralisation indicators.

The long-term objective of this Project is to strengthen the process of decentralisation within
the region by bringing local governments closer to financial markets, strengthening the
system of ISP and establishing effective and stable administrative and legal environments.
The strengthening of human resources capabilities is seen as an important part of this
process.

The immediate objective of this Project is to undertake an analytical and consultative ap-
proach to this subject in the six Sub-Saharan countries identified above. The results of this

" In this report, the terms ‘local government’ and ‘sub-national government’ are used to describe the level of
governments below the central government. The type of sub-national governments varies from country to country;
but, in all cases, emphasis has been placed on selecting authorities that, to some extent, are directly accountable to
local populations through some kind of an electoral process.

2 The countries have been listed in the order in which the research was undertaken.

? Chapter 3 in this Report pays more attention to some of the reasons behind decentralisation in Zimbabwe.
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work are intended to provide useful new information and bring a greater degree of clarity and
consistency to regional understanding of the requirements of decentralisation. This, in turn, is
expected to lead to more efficient mobilisation of donor, public and private sector resources.

The main objectives of the Project, more specifically, are to:

- Facilitate the identification of priorities within each of the case study countries
regarding the appropriate systems, procedures and processes of
decentralisation. The findings, including the identification of decentralisation
indicators, will also allow the future monitoring of the extent and nature of
decentralisation in the research countries. The data should make it possible to
measure progress toward achieving the objectives of decentralisation in the
participating countries in the future.

- Foster cross-national learning on best practises within the field of
decentralisation vis-a-vis ISP. The Study examines various models for
decentralisation and alternative ways of providing and financing infrastructure
and other local government services.

«  Support private and public investors, as well as the donor community, in the
identification of future needs and possibilities for investment in infrastructure
and service provision at the local level and in the identification of future
projects within the field of administrative and human resource capacity
building. This research, with its database of decentralisation indicators, should
provide a valuable guide to potential investors and international development
banks (IDBs) in promoting the emergence of a regional market. It is hoped that
by using this database and resultant private and IDB infrastructure investment
plans, bilateral donors and the countries themselves will be able to plan
capacity building programmes more effectively.

The study focuses on “decentralisation”. The defnition of decentralisation varies across
countries and between actors within various countries. In the Study, decentralisation is
defined as “devolution”™ of power to independent sub-national governments that are given
responsibilities for determining the level and the quality of service to be provided, the
manner in which those services are to be provided, and the sources and types of funding for
the delivery of those services. Decentralisation is seen as a gradual process where no
countries are either fully decentralised or centralised. The study concentrates on the
relationship between the central and the sub-national governments and not on the
deconcentration or delegation of power within the central government system to regional or
local agencies/offices.

* This is in line with the definition made by Richard M. Bird, Robert D. Ebel and Christine L. Wallice (eds.),
Decentralisation of the Socialist State, Intergovernmental Finance in Transition Economies, Regional and Sectoral
Studies, World Bank, 1995, pp. 11-13. The term ‘devolution’ implies the transfer of responsibility and competence to
democratically independent lower levels of government. This term is to be viewed as opposed to the term
”deconcentration” that implies transfer of responsibility from central ministries to field officers at the local or
regional level, thereby becoming closer to the citizens while remaining part of the central government.
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The study analyses the major elements of decentralisation from central to sub-national
governments, e.g. fiscal, administrative (tasks and decision-making power) and personnel
management (e.g. competence within the field of hiring and firing) decentralisation.

1.2 The African Context

The Study comprises the six African Sub-Saharan countries (indicated below) selected for
their expressed commitment to decentralisation of the public sector.

COUNTRIES INVOLVED IN THE IBRD-STUDY

The Africa region is experiencing increased demand for infrastructure. This arises in part
from rapid growth of rural and urban populations that require basic infrastructure for well-
being and productivity. Well-functioning infrastructure is also a pre-requisite for productive
investment and economic growth. In most African countries, fiscal resources are woefully
inadequate to meet these demands, and/or the fiscal arrangements are not appropriate for this
purpose. In addition, the structure of inter-governmental fiscal relations often does not
provide adequate resources or incentives for improving infrastructure and services.

Decentralisation efforts in the African region are shifting much of the burden of
infrastructure management and finance to sub-national levels of government. Many local
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governments are newly formed and lack the capacity to fulfil these responsibilities, cf. the
key-information in the following figure.’

PROFILE OF COUNTRIES INVOLVED IN THE STUDY

ZAMBIA

SENEGAL

Population:

Total: 9.215 mill. (1996)
Annual growth rate: 2.8%
15-64 years age: 5 mill.
Above 64 years age: 3.7%

Local Government (LG):
Year of recent LG-reform: 1991
No of levels of LG: 1

No. of LG: 72

Average Population: 128,000
Average staff: 1133 (1)

Population:

Total: 8.534 mill. (1996)
Annual growth rate: 2.5%
15-64 years age: 4 mill
Above 64 years age: 4.6%

Local Government (LG):
Year of recent LG-reform: 1996
No of levels of LG: 2

No. of LG: 60 urban, 320 rural
10 regions

Average staff: 474 (1)

Geography:

Area: 762,000 sq. Km.

Density: 12.1 inhab/sq. Km.

Vegetation: High Plateau
Savannah

Climate: Tropical

Public Finance (revenues):
Total revenue share of GDP: 21%
LG revenue share of GDP: 0.8%
Sources of LG revenue: (97)
Own taxes: 21%

Transfers: 3.4%
Fees/charges: 23%

Geography:
Area: 197,000 sq. Km.

Density: 43.3 inhab/sq. Km.

Vegetation: Savannah
Semi dessert

Climate: Tropical

Public Finance (revenues):(97)

Total rev. share of GDP: 24%
LG rev. share of GDP: 2%

Sources of LG revenue: (97)

Own taxes: 43%
Transfers: 22%
Fees/charges: 23%

GHANA

UGANDA

Population:

Total:  17.522 mill. (1996)
Annual growth rate: 2.7%
15-64 years age: 9 mill.
Above 64 years age: 4.8%

Local Government (LG):
Year of recent LG-reform: 1998

No of levels of LG: 2 (2)
No. of LG: 110 Districts + units

Average Population: 159,300
Average staff: 540 (1)

Population:

Total:  19.741 mill. (1996)
Annual growth rate: 3.2%
15-64 years age: 10 mill.
Above 64 years age: 3.6%

Local Government (LG):
Year of recent LG-reform: 1997
No of levels of LG: 3

No. of LG: 1050

Average Population: 18.800

Average staff: 446 (1)

Geography:

Area: 238,000 sq. Km.
Density: 73.6 inhab/sq. Km.
Vegetation: Rain Forest

Climate: Tropical

Public Finance (revenues): (96)
Total rev. share of GDP: 5.3%
LG rev. share of GDP: 2,5%

Sources of LG revenue:
Own taxes: 18%
Transfers: 64%

Fees/charges: 18%

Geography:
Area: 236,000 sq. Km.

Density: 83.6 inhab/sq. Km.

Vegetation:  Savannah

Climate: Tropical

Public Finance (revenues):97/98
Total rev. share of GDP: 16.1%
LG rev. share of GDP: 4.5% *
Sources of LG revenue:

Own taxes: 15%
Transfers: 66%
Fees/charges: 5%

SWAZILAND

ZIMBABWE

Population:
Total: ~ 0.926 mill. (1996)
Annual growth rate: 3.1%

Local Government (LG):
Year of recent LG-reform:
No of levels of LG: 1

Population:
Total: 11.248 mill. (1996)
Annual growth rate: 2.4%

Local Government (LG):
Year of recent LG-reform: -
No of levels of LG: 1

Area: 17.000 sq. Km.
Density: 47.1 inhab/sq. Km.
Vegetation:  Savannah

Climate: Sub-Topical

Total rev. share of GDP: 33.8%

LG rev. share of GDP: 0.7%
Sources of LG revenue:
Own taxes: 71%

Transfers: 18%
Fees/charges: 6%

Area: 390,000 sq. Km.

Density: 28.8 inhab/sq. Km.

Vegetation:  Savannah

Climate: Tropical

15-64 years: - No. of LG: 13 15-64 years age: 6 mill. No. of LG: 81

Above 64 years age: - Average Population: 15.380 (1) Above 64 years age: 4.7% Average Population: 138,860
Average staff: 118 (3) Average staff: N/A

Geography: Public Finance (revenues): (98) Geography: Public Finance (revenues): (97)

Total revenue share of GDP:36%
LG revenue share of GDP: 3.0%
Sources of LG revenue:

Own taxes: 21%
Transfers: 33%
Fees/charges: 35%

(1.)Average staff in sample SNGs (unweighted average). (2) Ghana has a large number of sub-units from 1998, approx. 16,000 units, public
elected. (3) Only urban areas, estimated to cover approx. 200,000 inhabitants with 13 SNGs.

> Financial data are drawn from the present Study on Fiscal Decentralisation (1998-2000). Figures shown for
Zambia represent the average of 1994-97. Figures for Uganda date from 1997/98. Figures for Swaziland, Senegal

and Ghana are from 1997.
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As part of their decentralisation efforts, many African countries have begun to address fiscal
resource allocation and mobilisation. This is an absolute necessity, but public resources are
clearly not enough. Considerable private financing is also needed to meet the demand for
infrastructure and services. In general, Africa has yet to attract significant private investment
in infrastructure provision (especially electricity, urban water and solid waste), although
some successes are starting to be registered.

To promote private sector participation, much more work needs to be done to ensure sound
macro-economic fundamentals and good governance. Effort also needs to be made to
develop capital markets and enhance the regulatory framework, institutional capacity and
creditworthiness of utilities and local governments. In addition, the right mix of public
financing (taxes, grants and user charges) is crucial for an efficient public sector.

Capital markets in African countries remain underdeveloped, and macro-economic stability,
an essential requirement, is often lacking. Banking systems are weak and lack an effective
regulatory framework. An enabling environment does not exist in most cases for long-term
investments by social security agencies, pension funds and insurance companies.

Many governments are choosing to pursue decentralisation/municipal-strengthening
programmes for a variety of reasons. The transfer of responsibility for local services to local
authorities can help to limit demands on over-stretched central government budgets.
Decentralisation can also allow a more efficient response to the needs of rapidly growing
populations dispersed across extensive hinterlands. Broader government objectives to foster
local democracy and accountability may also be supported through decentralisation
processes, e.g. by bringing a closer relationship between the assignment of tasks and the
financing of these tasks.

Multilateral and bilateral donors have also been broadly supportive of decentralisation
initiatives in Africa and throughout the developing world in recent years. Many donors share
the common objectives of linking enhanced service and infrastructure provision to the
promotion of democratic processes and improved governance. Donors have naturally tended
to focus their support on aspects of the decentralisation process that match their institutional
strengths. Many bilateral donors have focused, for instance, on capacity building at the local
level, legal and legislative reform and municipal administrative systems. IDBs have followed
their comparative advantages by focusing on finance provision for key infrastructure and,
increasingly, addressing market reforms required to mobilise private participation in
provision of local services. In an increasing number of cases, donor support has been co-
ordinated to assist government reform programmes more effectively.

The existing and proposed World Bank-assisted municipal infrastructure and strengthening
projects in Sub-Saharan Africa encompass hundreds of millions of dollars in financing and
include tens of millions of dollars required for complementary capacity building activities.

To date, co-ordination among donors has been achieved by supporting country-specific
projects. However, this approach has limited the scope of reform efforts, particularly in terms
of promoting capital flow within the region into municipal infrastructure.
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Among the diverse motivations and strategies of both governments and donors, the factors
common to all decentralisation initiatives are the need for co-ordinated access fo finance for
critical infrastructure and services in tandem with capacity building at the local level. Some
regional studies in Europe and Latin America show that the transfer of responsibilities for
tasks to the local level without a parallel transfer of financial responsibilities (or the opposite)
may lead to inappropriate results.®

1.3 The Regional Approach and the Methods of Work

Sufficient experience around the world has now been gained to allow development of a more
systematic definition of the types of reforms and modes of assistance required to support
government decentralisation initiatives.

The countries in which the World Bank is active in the Sub-Saharan region are at various
stages in the decentralisation process. Indeed, taken as a group, these countries comprise a
virtual continuum of the steps necessary to build strong municipal governance and
infrastructure delivery systems. Given the rapidly emerging regional economy, the common
goals of each of these countries in terms of delivering infrastructure through strong local
governments, and the successful country-specific co-operation of the Bank and other donors,
it would appear that a regional approach to building local government capacity and
developing municipal finance markets would achieve a number of key efficiency gains.

Primary among these potential efficiencies, the research should improve information flow
and assistance to participating countries in the region. By drawing participating countries into
a regional effort, individual reform efforts should be greatly strengthened by the sharing of
information on specific activities being undertaken in different countries. In addition, a
regional programme should provide a focal point for private investors seeking to invest and
participate in infrastructure and service provision. Finally, a regional approach should allow
more efficient programming of donor resources over longer time horizons.

A key element in organising a successful regional programme of municipal capacity building
and financial market development is a definition of a reform framework that builds on
regional examples, systematises the key areas of reform and emphasises the interdependence
of these reforms, leading to the desired ends. The first step of such a framework has been
developed and is discussed in the following chapters. The framework contains indicators on
the following five subjects:

- The division of tasks and responsibilities between various governmental levels
and the general context for local governments, including the central
government’s commitment to decentralisation (Chapter 3)

«  Municipal finance systems, including indicators on local government revenues,
expenditures and inter-governmental fiscal relations (Chapter 4)

® One example of this is the World Bank Policy Research Working Paper, No. 1387, “Fiscal Decentralisation and the
Size of Government”, Jaber Ehdai, December 1994.
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- Elements of well-functioning municipal infrastructure delivery systems and
infrastructure investment inventories (Chapter 5)

- The regulatory and legislative environment (Chapter 6)

«  The institutional framework and basic capacity building requirements,
including civil service reforms (Chapter 7)

Chapter 2 also contains an overview of international experience in the field of decentralisa-
tion, particularly as it relates to fiscal concerns. The elements of importance regarding local
government infrastructure and service provision are dealt with separately, but are linked in
the conclusions and recommendations presented in Chapter 8.

1.4 Indicators of Decentralisation’

As mentioned above, the analysis examines not only fiscal elements of decentralisation (e.g.
revenue and credit possibilities), but also the institutional and regulatory environment for
local governments and its interface with the financing of services and infrastructure. A large
range of indicators covers different elements of decentralisation, although they are only
partial measures of a complex system. Many of the indicators of decentralisation are
interdependent and are assumed to have an impact upon each other. It is, for instance, not
sufficient to have a large local government sector ratio in public expenses without a certain
degree of influence and autonomy on the revenue and expenditure side. On the other hand,
there is no value in having a high level of own expenditure decision-making power without
some degree of control over the finance for services and infrastructure and access to stable
revenue sources. The type and number of controls operating across levels of government are
also key factors for measuring the level of decentralisation. Analysing the finance of
infrastructure and services is necessary, but not sufficient. The regulatory and institutional
framework must also be considered. It is, for instance, not appropriate to transfer all
responsibility for service and infrastructure provision to local authorities that lack the human
resource capacity to carry out their functions and to manage their financial autonomy.

There is no standard model for decentralisation applicable to all countries in the world or in
the region. Appropriate decentralisation approaches have been initiated with different speed,
form, content and procedure in various countries. Nevertheless, some major characteristics
must be in place for decentralisation of government power actually to take place. Analysis of
similarities and differences between country-specific decentralisation experiences should
help identify practical solutions for making central/local government relations more efficient,
effective and accountable to citizens. The indicators for decentralisation will be systematised
in a final synthesis report for the six countries.

" The problem of available data should be mentioned here. No common system of compiling statistics in the field of
local government exists worldwide. There are several systems, each with its own logic, but none of them currently
approaches the issue of finance from the sub-national government viewpoint. Therefore, the data should be
evaluated with great caution. Despite these problems, the inevitable imperfections of this project should not hinder a
first step in development of measures for comparisons and evaluation of progress.
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A regional framework for municipal strengthening and infrastructure investment aims at
being useful as both an analytical and an organisational tool. At the analytical level,
compilation of data on infrastructure investment requirements, municipal finance systems,
and relevant reforms inform each of the participating countries of the tasks ahead, while, at
the same time, allowing quantification of country-specific and overall regional needs for
assistance. On an organisational level, compilation of this framework should allow
governments and donors to share information and programme assistance more efficiently
over a longer time frame corresponding to each country’s anticipated needs. It is also our
hope that programming assistance on a multi-country or regional basis will provide greater
flexibility to deploy resources in response to the rate at which key reforms are achieved in
specific countries.

1.5 Finance and Organisation

A programme of the type described above is very ambitious. Therefore, the World Bank has
identified a manageable first step as embodied in its “Fiscal Decentralisation and Sub-
National Finance” programme which has been approved for funding under the Danish Trust
Fund and USAID. This programme, which covers analysis of decentralisation in six countries
(Zambia, Senegal, Ghana, Uganda, Swaziland and Zimbabwe), has been carried out in co-
operation between the World Bank, the National Association of Local Authorities in
Denmark (NALAD), USAID and local consultants in each of the six countries.®

The programme has emphasised the involvement of local experts in all phases of the country
analyses and close contacts with the central and local government levels. The system in each
country is examined both at the aggregate level and by use of sample local authorities
representing different types of sub-national governments. These sample local authorities have
been analysed in-depth and compared with the aggregate data at the central level.’

The second step 1s a discussion of the results of a national workshop held in each country and
involving stakeholders from all levels of government, donors and experts within the field.

The major findings of the national workshop are summarised in Chapter 9. A Sub-Saharan
regional seminar will be held in mid-2000. There, research findings for the six countries will
be compared, and regional lessons drawn.

The third step will entail the preparation of a regional synthesis report. The regional
synthesis report will include broader benchmarks and indicators of progress in implementing
decentralisation programmes on a regional basis.

¥ The World Bank and NALAD have co-ordinated the work in all six countries. The Danish Trust Fund has financed
the majority of the costs in four of the research countries and a part of the costs in the two other countries. USAID
has financed the majority of research costs in the two of the countries (Ghana and Zimbabwe) and supported the
study within the Zambia and Senegal.

% Official statistics (IMF, OECD, national statistics etc.) combined with information from the sub-national and
central governments has been used in the analysis. No single, unanimously accepted source of statistics for all
countries in the world exists for finance, infrastructure and service provision of sub-national governments.
Therefore, it has been necessary to adopt a pragmatic approach, where the official data have been combined with
information available in the country and through experts at the central and local levels.
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1.6 Executive Summary (Main Findings and Recommendations)

This Report has been funded by USAID, the World Bank and Danida and is based on a
collaborative effort between USAID and the National Association of Local Authorities in
Denmark (NALAD). The Study is a part of a larger Sub-Saharan initiative, covering six
countries (Swaziland, Zambia, Senegal, Uganda, Ghana, and Zimbabwe), with the following
main objectives:

- identify priorities in each of the six countries regarding systems, procedures
and processes of decentralisation;

- foster cross-national learning on best practices; and

- support private and public investors (national as well as international) in the
identification of future needs for investment in infrastructure and service
provision at the local level, as well as the need for investment in capacity
building in the field of administration and human resources.

The focal point of the Project is the sub-national governments and their environments in each
of the countries.

The system of sub-national governments in Zimbabwe has been investigated using data and
material from the central and local government levels. Seven sample local authorities - the
cities of Harare and Kwekwe; towns of Gwanda, Rusape and Ruwa; and rural district
councils of Gutu and Pfura - have been involved in the study. These authorities represent
different types, sizes and regional locations of sub-national governments (SNGs) in the
country.

The overall conclusion based on the seven sample SNGs is that local government in
Zimbabwe runs on relatively sound and clearly regulated lines. Mayors and councillors are
democratically elected, and the two associated national arms of government, the Ministry of
Local Government and National Housing and the Local Government Board, perform the
necessary regulatory and administrative functions to ensure effective operation of the system.

Government has stated a commitment to decentralisation by adopting 13 principles of
decentralisation, and has taken steps to implement decentralisation in such areas as health

and education. However, there are questions as to whether the present situation is sustainable,
and whether the essential checks and balances applied are being used appropriately. On the
one hand, there have been examples of abuse of power at the SNG level, while, on the other,
SNGs are prevented from making decisions in critical areas like tariff determination by the
current regulations.

We summarise this Report’s main findings, conclusions and recommendations in the fol-
lowing paragraphs.
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International decentralisation experiences (Chapter 2)

Chapter 2 highlights some of the international experiences from decentralisation. The
analysis shows that there are many ways to obtain the most efficient level of decentralisation
and the right mix between local autonomy, local capacity and the central government’s need
for co-ordination, especially in the field of finance. However, certain principles for
revenues/expenditures and budgetary autonomy are generally accepted.

The context of sub-national governance in Zimbabwe (Chapter 3)

The government structure in Zimbabwe is mainly divided into central and local government.
Local government comprises rural district councils (small urban growth points with their
hinterlands of commercial farms and rural communal lands) and urban councils (i.e. cities,
municipal town councils and local boards). Between central and local government there is the
provincial council, which is largely a central government co-ordinating structure that
represents different line ministries such as health, education, justice, etc.

Since 1990, the Government has taken concrete initiatives within the field of

decentralisation. In 1991, government embarked on the Economic Structural Adjustment
Programme (ESAP), and in 1998, the Zimbabwe Programme for Economic and Social
Transformation (ZIMPREST) was launched. The two programmes entailed the creation of an
enabling environment for greater, economic growth through exports and inwards investments
and deregulation of the economy, with central government refocusing on its core business
and decentralising local functions to sub-national governments. To support the
decentralisation process, in 1996 central government came up with 13 principles and
guidelines. These are summarised in table 1.1, below.

Table 1.1: Summary of the principles of decentralisation

1. That decentralisation is necessary and desirable based on the clear understanding that it promotes and
strengthens democracy and civic responsibility as citizens participate in their governance and development.

2. That decentralisation be defined and understood to mean the legislated transfer of functions and authority
from central government to local authorities such as the rural district councils on a permanent basis.

3. There is need for all Ministries to use the same local institutions for the implementation and management of
decentralised functions and not to create parallel of separate institutions.

4. That decentralisation is a process and not an event, as such, it should be implemented cautiously and
progressively, having regard to the human, financial and material capacities of the local authorities to
whom the transfers would be made.

5. That in respect of all those activities and projects to be undertaken by local authorities, sector ministries
retain the power and authority to set standards, monitor performance and consistency to national policies
and standards, and intervene appropriately to ensure compliance.

6. That an inter-ministerial committee of Ministers to manage decentralisation and capacity building be
established.
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7. That central government, in implementing decentralisation shall strengthen financial, human and material
resource capacities of rural district councils so as to make them effective institutions in the provision of the
social and infrastructure services needed for suitable local development.

8. That central government will continue to be responsible for the provision of trunk services which impact
upon more than one local authority area or are of a national character.

9. That the transfer of powers and functions by line Ministries to rural district councils be done by the line
ministry concerned and that the Ministry of Local Government Rural and Urban Development will co-
ordinate and facilitate this effort.

10. That all monies for recurrent and capital expenditure sourced by line ministries and are earmarked for rural
district councils be disbursed to the rural district councils soon after the promulgation of the Appropriation
Act.

11. That all loans to rural district councils should be channelled through the Ministry of Local Government
Rural and National Housing.

12. That in Zimbabwe there be only two levels which collect taxes, levies and other user charges namely
central government and local authorities.

13. That the Public Service commission will manage the transfer of personnel from central government to rural
district councils where this happens as part of decentralisation.

Source: Discussion Paper on the Vision of Local Government in Zimbabwe, July 1999.

The provision of health and educational facilities and services, to a large extent, are being de-
centralised to local authorities in urban areas and the communities in rural district council
areas. However, despite all the efforts and resources aimed at building the capacities of both
rural and urban local authorities, little has been achieved in decentralising revenue
mobilisation including external borrowing from the money and capital markets. In certain
instances the decentralisation effort has been donor funded (e.g. through capacity building of
local authorities), once the funding is exhausted there will be no reliable source of funding.
Unless fundamental changes (including regulatory institutional and financial reforms) are put

in place, decentralisation of functions may not be successful and will adversely affect
infrastructure and service delivery.

The table below summarises the main findings, conclusions and recommendations with
respect to Sub-national governance in Zimbabwe (Chapter 3).

Policy and Objectives
(Central Government)

Findings

Comments

Recommendations

Decentralisation. The objectives of
central government are to create
self-sustaining SNGs. The 13
principles announced by central
government in 1996 guide decen-
tralisation. Decentralisation is
understood to mean legislated
transfer of functions and authority
from central government to SNGs
on a permanent basis. Functions of
SNGs are laid down in the Urban
and Rural District Councils Acts.
The existing Lancaster House
constitution does not provide for

The 13 principles are not yet fully
implemented and do not refer to
private sector involvement. Also
the transfer of responsibility does
not go hand in hand with the trans-
fer of resources. Central govern-
ment initiated funding mechanisms
like SDF and PSIP either are not
adequately funded or provide
uncertain and varying amounts.
Also, sample local authorities
allege that the current decentrali-
sation process is top down.

It should be emphasised that all
Ministries use the same local
institutions (especially SNGs) for
the implementation and manage-
ment of decentralised functions
and not to create parallel or sepa-
rate institutions. For instance, the
running of schools has been de-
centralised to school development
committees not SNGs, although
SNGs are expected to build new
schools.

Central government should con-
tinue with decentralisation in a co-
ordinated manner, making sure
that the transfer of functions is
supported by financial and human
resources. Also that the private
sector should takes a stake as one
of the implementing sectors.

Decentralisation should be dis-
cussed to allow for the bottom-up
movement of ideas in order to
determine what is feasible and the
top-down movement of agreed
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the existence of SNGs. However,
the draft constitution which is
under preparation refers to provin-
cial, urban and rural councils

functions.

Capability building for the SNGs,
and fiscal decentralisation

Central government has embarked
on capacity building of SNGs
through the Rural District Councils
Capacity Building program and the
Urban II and Private Sector
Housing Programs. These pro-
grams have made good progress in
as far as new infrastructure provi-
sion is concerned but little in terms
of fiscal decentralisation.

High expenditure on infrastructure
without sustainable sources of
income for the maintenance and
operation of infrastructure will
result in short-term gains only.

In the short and medium term
fiscal decentralisation should be
the main focus, if the maintenance
and operation of infrastructure is
to be achieved.

Establishing a clear separation of
responsibility between SNGs and
CG

Although the responsibilities of
SNGs are clearly laid down in the
Urban and Rural District Councils
Act, CG is still undertaking many
of these functions. The
responsibilities range from land
use planning to the provision of
water and other services

As long as SNGs know that CG is
willing to undertake some of their
functions free of charge, like what
the Department of Physical Plan-
ning does, they will never take any
steps to improve on the service.
Hence there will remain many
state functions at the local levels
and the inherent accountability
problems will adversely affect
SNGs.

If the functions are carried out in
co-operation between CG and
SNGs (shared), it should be clear
to both parties and the inhabitants
who has the decisive mandate and
responsibility. In the medium to
long-term, focus should be on the
separation of responsibilities be-
tween SNGs and CG so that ac-
countability to the citizens is better
handled.

Notes:

CG - Central government;SNG — Sub-National Government;

Short-term — less than 5 years; Medium-term — 5 to 10 years; Long-term — more than 10 years

Public sector and sub-national government finances in Zimbabwe (Chapter 4)

The study shows that central government revenues rose from $13.646 billion in 1994 to
$32.769 billion in 1997. This equates to an increase averaging 34% from year to year, which
is much higher than the average inflation figure over the period. Expenditure also rose,
dramatically increasing from $16.583 billion in 1994 to $36.454 billion in 1997, representing
an annual average growth of 30%. There has also been an increase of central government
debt in response to central government’s widening funding shortfalls, with domestic debt
rising by 136%, from $12.875 billion in 1994 to $30,3 billion in 1997. External debt has,
however, been rising modestly over the period, reflecting changing patterns in borrowing

strategies.

Sub-national government expenditures contributed on average 7.2% of total Public Sector
recurrent expenditures over the period of review. This trend, however, contradicts the trend
of decentralisation whereby local authorities are assuming greater responsibility for ISP.
Evidence gathered in the field visits shows increasing financing demands by local authorities,
and it is possible that the falling share of sub-national recurrent expenditures to the national
figures is a reflection of aspects that need to be attended to in the decentralisation exercise.

The analysis shows some of the critical aspects that need to be addressed on the issue of
decentralisation. For example:

- There is need to align the share of total Public Sector revenues and expenditure
patterns to those revenue which accrue to sub-national governments vis-a-vis
all expenditures the local authorities are expected to fund.

« The decentralisation of the health and education sectors from the central
government level to the sub-national level has created hardships for the SNGs,
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and most them are finding it extremely difficult to fund these activities from
their current revenue levels.

«  The amount of money being invested by local authorities in capital
development is falling in real terms. However, the availability of other funding
sources, other than local authorities’ own revenues, for the funding of capital
development has alleviated the funding pressures.

« The largest single operating revenue source for sub-national governments is
user charges (fees) for services rendered by local authorities, which include
license fees and service charges. These constitute more than 50% of total sub-
national revenues. It is, therefore, critical that the SNGs are provided with the
autonomy to better harness this revenue source.

Central government disburses various types of transfers/grants to the sub-national
governments. These are block/general grants, capital grants, specific grants, reimbursements,
etc. Examples are health and education grants which are claimed by local authorities to fund
shortfalls on health and education. In the past, grants were adequate, timely, and helped cover
recurrent expenditure of councils in certain sectors. However, at present central government
is finding it difficult to allocate its scarce financial resources, and transfers have become very
unreliable both in terms of amount and time lines.

Finances from external sources like USAID, ADB and the World Bank have helped sub-
national governments tremendously, and such funds are utilised mostly to finance capital
expenditure for infrastructure e.g. housing, roads, water works, etc. However, sub-national
governments are required to access these funds through the central government, and their
indebtedness is also to the central government. Private sector funding of projects is very
limited to isolated projects as a result of an understanding between a particular sub-national
government and the private sector.

The amounts recovered on rates lag behind the value of the properties. In our view, the
following factors will greatly improve the total amount of rates collected by sub-national
governments:

- Updating of property values within a local authority should be undertaken
more frequently (say every four or five years). Most local authorities amongst
the sample group mentioned that they revalue their properties in 7 to 10 year
intervals.

«  The costing of economic levels of user charges should take place to meet the
recurrent expenditure and to provide for asset replacement.

«  Generally, local authorities should not depend on grant to finance normal
expenditure. However, grants are needed to fund shortfalls in health and
education, in the absence of autonomy to charge more economic fees.

«  The ability of sub-national governments to access loans from both the public
and private sector will affect the funds available, especially for capital
development projects.
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In 1998, USAID contracted Duff and Phelps Credit Rating to do an exercise of rating six
local authorities (including Harare and Kwekwe), and the results of this study show that only
one of the local authorities, Bulawayo, was creditworthy. However, it must be noted that the
mere fact that all borrowings by sub-national governments require government approval, the
general belief in the money and capital markets is that the central government will give an
“implied” guarantee to the loan arrangements.

The table below summarises the main findings, conclusions and recommendations with

respect to Chapter 4.

Central Govt Policy Objectives

Finding

Recommendations

SNGs should be autonomous

SNGs refer to central govt for approval to
increase rates (for specific income groups).
However because the proposed revenues
from such income sources make-up a large
part of SNGs’ budgets, the actual budgeted
income substantially differs from actual
income.

SNGs refer to central govt for permission to
borrow from sources other than central govt.

SNG budget systems must have internal
mechanisms for approving all revenues to be
recovered without the need to refer to
central govt.

SNGs must be allowed to access funding
from money markets or capital markets (i.e.
overdrafts or long-term loans).

Revenue allocation for SNGs’ services

SNGs’ basis for allocating revenues to costs
centres is not related to the actual costs
recovered from the specific activity

Accounting systems must be studied such
that there is minimum cross subsidisation.
As far as possible, costs must be fully
recoverable from any cost centre.

There should be more frequent updating of
property values to ensure correct rating.

SNGs’ capital expenditure

Amounts of monies invested by SNGs in
infrastructure related expenditures are not
related to the actual service demands for
most such capital projects. Amounts
invested in sectors such as roads, water and
lights appear to be a function of
revenues/resources available as opposed to
need.

Investments in the infrastructure must match
demand and usage.

SNGs’ administrative capacities

. SNGs’ functions are in themselves
centralised. Internal municipality/city
districts are mostly for “works” pur-
poses, as opposed to having any ad-
ministrative capacity.

SNGs must decentralise further to allow for
“on the spot” administration to be practised
in respect of revenue recovery and
distribution.

Sub-national infrastructure and service provision in Zimbabwe (Chapter 5)

Sub-national governments are responsible for a wide range of activities, including water
supply, sewerage and drainage, solid waste management, street lighting, transport services,
etc. Sub-national governments are also responsible for the operation of health care facilities,
building and operating new primary schools and emergency services. While central
government has devolved numerous responsibilities to sub-national governments, it has not
devolved a corresponding level of financial support or revenue flows that would be
consistent with the wide range of responsibilities. Some local authorities have stated that
capital expenditure is lagging behind by as much as 10 years. Operation and maintenance
budgets are under funded, resulting in deteriorating infrastructure.

Roads need rehabilitation and expansion to cater for increased traffic volumes. Due to
inadequate Central Government action, sub-national governments are forced to carry out the
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work on national trunk roads without compensation although national trunk roads are central
government responsibility. The water supply infrastructure in Zimbabwe is generally good.
Sub-national governments have been mainly responsible for the construction and running of
primary schools since Independence. All local authorities are responsible for the clinics,

while the larger cities like Harare are also responsible for running some of the infectious

diseases hospitals.

The main constraint in the provision of public health services is that the Central Government
prescribes the level of fees to be collected from the patients. The prescribed fees are far lower
than the actual cost of service. As a result, there are insufficient funds to run the services
efficiently and to expand the services. Drugs and equipment are in short supply. This results
in some clinics referring many patients to the Government Central Hospitals, which are also

failing to cope.

All the SNGs use traditional methods of budgeting for a tariff increases. This is arrived at by
subtracting the estimated current revenue from estimated current expenditure. The problem
with this method is that any increases in costs are translated into a deficit position. The tariffs
charged by Councils are barely sufficient to cover operation and maintenance on existing
infrastructure. The future for local authorities in as far as new infrastructure is concerned is

quite grim.

Due to limited resources available to Central Government for financing local authority
activities and due to high inflation, the ongoing debate is whether or not to allow sub-national
governments to charge economic tariffs. From discussions with local officials of the Ministry
of Local Government and National Housing and Ministry of Finance, there is growing
consensus that sub-national governments should charge more economic tariffs, without
necessarily obtaining approval from central government.

The table below summarises the main findings, conclusions and recommendations with

respect to Chapter 5.

Policy and Objectives
(Central Government)

Findings

Comments

Recommendations

To assign most of the ISP tasks to
SNGs

All urban SNGs are involved in
investment in new infrastructure
projects particularly under the
Urban II and Private Sector
Housing Programs. Central
Government is still heavily in-
volved in the major part of new
infrastructure projects in rural
district councils, plus raw water
supply for urban SNGs. Although
the sample SNGs cover a signifi-
cant share of the needs of the
population for basic ISP, mainte-
nance and operation are proving to
be a problem. High urbanisation
rate in recent years has the in-
creased the need for new ISP. A
significant percentage of infra-
structure is also beyond its eco-
nomic life

The population coverage of most
ISP areas (water, solid waste,
health care, sewerage, roads and
transport systems) is 70 to 90%
for urban SNGs and 30 to 70% for
rural SNGs. All infrastructure
investments are through loans
particularly through PSIP. Uneco-
nomic tariffs are charged which
seriously compromise cost re-
covery

. A review of the possibilities
to transfer to rural district
council ISP like water and
sanitation and cost recovery
for maintenance and opera-
tion should be undertaken in
the short-term

. Willingness to pay, afforda-
bility and local preferences
should be taken into account
when providing ISP rather
than the use of the national
standards.

. Involvement of the public
and private sector in the ope-
ration and maintenance of
infrastructure should be en-
couraged in the medium-
term.

. Cost recovery should be
implemented for all infra-
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structure, having regard to
the need for special provi-
sions to support the poor and
those in weak income
groups.

Involvement of the private sector
in ISP

The private sector is involved in
all ISP projects particularly the
construction of ISP. But the par-
ticipation is very limited. Due to
the previous notion that ISP was
the SNG of central government
domain

The private sector has also been
discouraged by the lengthy ap-
proval procedures, control on user
charges in some sectors, the initial
capital required as well as the
risks involved in dealing with
SNGs and central government

In the short-term a clear policy on
private sector involvement should
be developed.

An enabling environment and
adequate guarantees should be put
in places for private sector in-
volvement

To allow SNGs to charge eco-
nomic tariffs in order to secure
sustainable finance in ISP

SNGs are not charging economic
tariffs because the tariffs are set
based on norms rather than con-
sumption. Also central govern-
ment controls any increase of
tariffs beyond 35% in high-density
suburbs.

The ability to pay for services is
also affected by high poverty
levels (72% of households in rural
areas and 46% in urban areas are
poor).

Some ISP like street lighting have
no direct tariff charge hence they
are financed from other ISP tariffs

The fact that calculations for tar-
iffs are based on norms compro-
mises cost recovery.

Also most tariffs are presented as
a fixed figure without any variable
component which also compro-
mise cost recovery in an inflation-
ary environment

. In the short-term all SNGs
should be encouraged to use
the formula in Section 5.46
for setting tariffs.

. Tariff setting should be
liberalised by CG so that
SNGs are guided by market
forces.

. Cost recovery, to the extent
possible, should cover all
key ISP areas so that each
pays more for itself.

. SNGs should be encouraged
to monitor the citizens’
ability and willingness to
pay, in order to deal with the
effects of poverty

The regulatory environment in Zimbabwe (Chapter 6)

There are two key statutes that regulate the functions of sub-national governments is
Zimbabwe: the Urban Councils Act (UCA) and the Rural District Councils Act (RDCA). The
UCA provides for the establishments of municipalities and towns and their administration by
local boards, municipal town councils. The RDCA provides for the declaration of districts
and the establishment of rural district councils.

Other important Acts in the provision of infrastructure and services are Land Survey Act
(Chapter 20:12) of 1933, Deed Registries Act and Education Act (Chapter 25:04). In addition
to the above-mentioned legislation, the various Ministries are empowered to regulate
particular activities through statutory instruments.

The current sentiment amongst sub-national government is that the legislation brings many
players into the provision of infrastructure and services. Current legislation also gives
considerable power to central government for infrastructure construction, standards and, in

some cases, planning.

In terms of Urban Council Act, urban local authorities are not free to hire and fire senior staff
specified in Section 131 of the Act such as the town clerk, chamber secretary, and any deputy
and head of department or such other employee a council may prescribe. The hiring and
firing of senior staff has to be approved by the Local Government Board. The Local
Government Board is appointed by the Minister of Local Government and National Housing
in terms of Section 116 of the Urban Councils Act. The functions of the seven-member board
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are to provide guidance for the general organisation and control of employees in the service
of councils and ensure the general well being and good administration of council staff.

Mobilisation of financial resources is also constrained by both legislation and government
policy. For instance, urban local authorities have to submit some aspects of their budgets for
approval by the Minister of Local Government and National Housing. The Minister has to
approve some aspects of the budget relating to tariff and supplementary charges for high-
density suburbs. There are delays of up to 6 months before these approvals.

Land use planning and management autonomy of local governments is very limited. Out of
the seven sample local authorities, only the cities i.e. Harare and Kwekwe have town
planners. The other five depend on the Department of Physical Planning for town planning
requirements. The whole system is fraught with delays. Building guidelines and codes are
established by central government and circulated to local authorities for implementation. In
many cases, local authorities are not consulted when changes to plans are made by
Department of physical planning.

Although the Regional Town and Country Planning Act provides for change of land use
through special consent or consideration, the procedures can be used to a very limited extent.
Any alteration, repeal or replacement of any master or local plan has to be approved by the
Ministry of Local Government and National Housing. As a result, once prepared the local
plans remain very rigid and restrict initiative innovation and flexibility.

Local authorities are not free to decide on the infrastructure and service provision on their
own, for they require powers to do so from the Minister of Local Government as well as from
the central government ministries and agencies which are involved in various components of
ISP. For example, fees for health services are set by the Ministry of Health, and permits for
transport are issued by the Ministry of Transport. The cities of Harare and Kwekwe are the
only ones in the sample which have some degree of autonomy in preparing and approving
land use plans. Local authorities have to get ministerial approval to borrow funds, including
funds needed for infrastructure construction. Maintenance of this infrastructure suffers in
most cases because local authorities cannot raise sufficient money due to central government
tariff controls.

Decentralisation is seen as a way of promoting and strengthening democracy and civic
responsibility, as citizens participate in local governance and development. In this spirit the
Rural District Councils and Urban Councils Act have been amended through the Electoral
Laws Amendment Act of 1997 to allow everyone to vote in local government elections,
regardless of the property ownership status of the individual (previous legislation provided
that only property owners could vote.)

Local authority budgetary process is provided for both in the Urban and Rural District
Councils Acts respectively. The Urban Councils Act also provides that one of the functions
of the executive committee in municipal and city councils shall be to supervise the
preparation by the town clerk of annual draft estimates of income and expenditure for
consideration by the council. In practice, there is a potential conflict and overlap between the
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duties of the local government’s financial and executive committees and this respect. Section
121 of the Urban Councils Act states that every committee shall prepare detailed estimates of
income and expenditure on revenue and capital accounts and then submit to the finance
committee which in turn presents the estimates to council for approval. However, the Rural
District Councils Act is clearer in the budgetary process.

The fact that local authority budgets are on an annual basis presents problems in that
infrastructure and service planning, implementation and funding are long-term. Hence,
without a medium to long-term budgetary system, inadequate funds end up being mobilised,
committed and allocated to infrastructure provision. As a result, external sourcing of funds
also ends up being a yearly process. Where local authorities have medium and long-term
infrastructure provision plans and budgets this assists in financing, planning and the sourcing
of any external funding.

The table below summarises the main findings, conclusions and recommendations with

respect to Chapter 6.

Policy and objectives
(Central Government)

Findings

Comments

Recommendations

Administration and Management

autonomy

. SNGs are not free to hire and
fire senior staff.

. Current legislation on those
who aspire to be councillors
does not include educational
qualifications, personal in-
tegrity and honesty as part of
the qualities of aspirant re-
sulting in low quality coun-
cillors.

. The Urban Councils Act is
not very clear on the delimi-
tation duties of the executive
mayor and the town clerk,
resulting in confusion as re-
gards responsibilities.

. It now takes close to six
months to fill senior post and
more than six months to get
approval to fire senior staff
due to length procedures in-
volved.

. Sample SNG staff indicated
that some decisions made by
low calibre councillors nega-
tively affect ISP, because
some do not want councils to
charge economic tariffs for
fear of being voted out or
being unpopular with party
members.

. Current indications are that
the executive mayor institu-
tion does not have sufficient
checks and balances hence
open to abuse.

. Legislation should allow
councils to hire and fire staff,
CG should only come in
where there are disagree-
ments, or alternatively create
a special court of appeal to
deal with disagreements

. Councillors should have a
specified minimum level of
education (e.g. 5 ‘O’Levels).

. Councillors and executive
mayors should be more ac-
countable to the residents,
ratepayers and SNGs rather
than to party. Their re-
sponsibilities should be
clearly separate from the
town clerks.

Financial resource mobilisation
autonomy

. SNGs are not allowed to
increase tariffs for high-
density suburbs beyond 35%
without Central Government
approval.

. Any new tariffs and supple-
mentary charges for high
density suburbs have to be
gazetted through a statutory
instrument, which takes close
to 6 months to be passed by
the Minister of Local
Government resulting in de-
lays on implementation.

. Government properties are
exempted from rates.

. SNGs require the approval of
the Minister of Local
Government to borrow from
state, other Local Authority
funds and from the private

Central government controls seri-
ously affect financial resource
mobilisation, which directly affect
the ISP. However, Ministries of
Local Government and Finance
have now taken a position to
liberalise tariff setting and also
improve the creditworthiness of
SNGs so that they can borrow
from the private sector. There are
ongoing studies on the amendment
of the law in order to accommo-
date the changes.

. SNGs should be allowed to
charge economic tariffs so
that their financial base is
improved.

. Debt of SNGs should be
controlled by means of debt
limit legislation and the
exercise of prudent manage-
ment rather than the bor-
rowing power approval
processes that are lengthy.

. A one-city concept should be
implemented so that both
high density suburbs and
other parts of the urban area
are subjected to the same
tariffs and rates. However the
system should be flexible to
ensure support for the poor
citizens

27




Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe

March 2000

sector through issue of
stocks, bonds and bills.

CG has given directives to
urban SNGs to treat those
earning less than $400 per
month free of charge at their
clinics and for rural SNGs to
treat everyone free of charge

Planning and land delivery auto-
nomy

Small urban centres includ-
ing most rural SNGs rely on
the Department of Physical
Planning for town planning
services. The same SNGs
also rely on CG for land ac-
quisition hence most have
large expanses of state land
Applications for develop-
ment are handled by SNGs.
Applications for land subdi-
visions are handled by De-
partment of Physical Plan-
ning except for City, munici-
pal and town councils.

Local plans are approved by
SNGs while Master plans are
approved by the Minister and
many SNGs do not have up-
to-date plans.

Minimum plot sizes, housing
standards and ISP standards
are set by CG.

Land delivery is a very slow
process due to the lengthy
procedures; delays of six
months to one year are very
common.

The surveyor general’s office
which approves all land sur-
veys also adds to delays be-
cause it takes at least one
year to get surveys approved.
Delays of between 2 to 3
years have been experienced
in getting leases agreements
on state land. This has almost
stopped development at
growth points, where the ur-
ban state land office
approves all leases

Land acquisition and town
planning and lease approvals
should be decentralised to
SNGs or provincial govern-
ment offices so that quick
decisions are made
Approval processes for per-
mits and development plans
should be decentralised to
SNGs, so that approvals are
done in timely fashion.

The sub-national institutional environment in Zimbabwe (Chapter 7)

Local authorities in Zimbabwe have three distinct levels at which controls are exercised over
their operations. The political level is the highest point of control, comprising the councillors
as elected representatives of their communities. The next level down is the policy level,
which is constituted by the councillors, the executive committee and other functional
committees of council. The lowest level is the management level, comprising the executive
mayor or chief executive officer, the town clerk and heads of department. These three levels
are intended to provide checks and balances in the operations of the local authorities as well
as to ensure that local needs are met.

The policy formulation responsibility in local authorities is the task of relevant committees of
the council e.g. Finance Committee, Works Committee. These committees lay down policies
for implementation by council management including policies on ISP. Again, as already
indicated, implementation is often constrained by lack of adequate financial resources.

The basic employment conditions for sub-national governments are primarily regulated by
Sections 131 to 148 of the Urban Councils Act, Sections 65 to 70 of the Rural District
Councils Act and the Labour Relations Act. Sub-national government are not, generally,
required to conform to civil service employment regulations although, in reality, the two
sectors follow similar traditions and practices relating to employment conditions and
standards.
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Current legislation provides that the recruitment of senior staff (or designated positions) be
approved by the Local Government Board or the Minister of Local Government in the case
of rural district councils. The Board currently constitutes a significant impediment to

efficient operations of councils. Recruitment of senior staff takes a long time because of the
Local Government Boards delays. It was indicated to us that some positions have taken more
than six months to fill. In our view, the Local Government Board could still provide the
necessary checks and balances by reviewing and approving all decisions but on a “no
objection” basis.

Local authorities in Zimbabwe have started using information technology in their operations.
However, in most instances, there is under-utilisation of the potential of available
technology. Most of the sample local authorities covered in the study, including the rural
district councils, are at various levels of computerisation. The study established that while
other local authorities have strategies and action plans for the systematic training of existing
staff in order to upgrade their administrative and/or innovative capacities, others do not have.

Most local authorities have some measures for analysing internal procedures with the aim to
re-adjust the administrative processes to facilitate optimal use of scarce resources. It is not
clear how systematically applied the procedures are. The local authorities have internal audit
units/ or departments for carrying out internal checks and controls and to review and advise
on improvement of systems.

Generally, the level of local authorities technical and financial staff's experience with the
daily management of the infrastructure components is low.

The table below summarises the main findings, conclusions and recommendations with
respect to Chapter 7.

Findings Comments Recommendations

Policy and objectives (central
government)

The Central Government policy
intends to confer greater
administrative and operative
autonomy to SNGs.

The powers conferred by law
on the Minister of Local
Government are regarded
as limiting the initiative of
local authorities to run
their affairs in a manner
they see fit.

Local authorities are con-
strained by the need to re-
fer to the Local Govern-
ment Board decisions on
recruitment and firing of
senior staff — this ad-
versely affects the quality
of staff

There are controls on remu-
neration of senior staff
and this constrains the
ability of local authorities
to attract and retain suit-
able staff.

Technical and financial
management skills in lo-
cal authorities are gener-
ally low.

Local authorities can increase their

potential to attract and retain
staff if they are given autonomy
to make decisions on staff re-
cruitment, remuneration and
dismissal.

The Local government Board plays

an important role as a safeguard
against the whims and excesses
of council officials but, in
practice, the Board currently
constitutes a  significant im-
pediment to efficient operations
of councils.

Local governments should be granted the
autonomy to recruit, remunerate and
dismiss staff on the basis of their cir-
cumstances and special needs.

Local authorities should also be able to
determine the number and qualifica-
tions of their staff and, thereby estab-
lish greater accountability.

The Local Government Board should be
retained to review and ratify deci-
sions of local authorities on a “no
objection” basis.
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March 2000
Local authorities in
Zimbabwe have started
using information tech-

The establishment of an effi-
cient and effective local
government institutions to
assume  responsibility  for
decentralised functions.

The

regulatory  framework
imposes constraints to the
local authorities on dis-
missal, remuneration and
hiring of senior key staff.

The whole concept of decentralisa-
tion is being viewed with mixed
feelings among local authorities.
On the one hand, there is wel-
come of the autonomy this will
bring but, on the other hand,
there is concern that decentral-
ised activities have not been
supported by financial commit-
ments from central government.

On balance, local authorities in
Zimbabwe are reasonably well-de-
veloped and competent institutions. It
is recommended that the process of
devolving authority (and hence
greater autonomy) to local authorities
should be speeded up.

Develop capacity of local
authorities to innovate and
improve their management
capacity

Various local authorities have

some innovative programs
to improve their manage-
ment performance  in-
cluding in such areas as
outsourcing of services,
privatisation, commer-
cialisation and capacity
building

A number of examples are available
of specific management
practices and arrangements be-
ing pursued by local authorities
in Zimbabwe.

Local authorities also  have
experience with and access to
specialist expertise that assists
them in identifying innovative
management approaches.

It is recommended that local authorities
build on their experiences to date to
strengthen their innovative capacities.
This also requires that there be a
greater sharing of knowledge and ex-
perience among the SNGs.

It is recommended that there should be
greater co-operation between central
and sub-national governments in the
budgeting process by setting up a
formal forum for financial negotia-
tions between the two.

Enhancement of self-govern-
ance among local authorities

The extent to which admin-

istrative practices support
self-governance and deci-
sion making at local level
vary. However, there is a
general perception of lack
of autonomy and self-
governance, and this
constrains the process of
policy formulation and
implementation in local
authorities.

There should be a greater effort to
strengthen the policy-making
structures  of  local  authorities
(management committees) through a
combination of training,
empowerment and accountability.

Simultaneously, civic society involve-
ment in SNG affairs needs to be en-
hanced through better information
disclosure and education on civic
rights and entitlements.
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CHAPTER TWO

DECENTRALISATION OF THE PUBLIC SECTOR - OBJECTIVES,

METHODS AND EXPERIENCES

2.1 Introduction

The development of democracy and decentralisation at the local level has increasingly captured
international interest, especially developing countries and Eastern European countries in
transition. The main objective of this development is to improve public sector operations and
thus contribute to the quality of life of citizens.

Decentralisation has been an important method of tackling many of the challenges of the nation
states. These include increasing demands on public services, demographic pressure (more
elderly and young people) and growing public expectations regarding the quality of services.

Decentralisation is characterised by public accountability, as the local self-government is subject
to democratic control. Decentralisation allows citizens to participate in and influence the
decisions made by the councils of local authorities. Decentralisation thus forms an important
component of the development of democracy, as reflected in the European Charter of Local Self-
Government adopted by the Council of Europe in 1985. The basis for decentralising public tasks
and financing consists of several components, of which the following are of major importance:

Local self-government denotes the rights and the abilities of local authorities,
within the limits of law, to regulate and manage a substantial share of public
affairs under their own responsibility and in the interest of the local population
(art. 3.1.)

Public responsibilities shall generally be exercised, in preference, by the
authorities, which are closest to the citizens. Allocation of responsibility to
another authority should weight up the extent and nature of the task and the
requirements of efficiency and economy (art. 4.3.)

Local authorities shall be entitled, within national economic policy, to adequate
financial resources of their own, of which they may dispose freely within the
framework of their powers (art. 9.1)

At least a part of their own resources should be derived from local taxes and
charges of which, within the limits of the statute, the local authorities shall have
the power to determine the rate "

!9 European Charter of Local Self-Government adopted by the Council of Europe 1985. ”Own” resources means the
’possibility freely to dispose of”’.
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Decentralisation to lower levels of government is a complex phenomenon. It involves issues of
finance, administration, control, regulation, reporting and accountability — all comprising part of
the interrelationship between levels of government and with semi-public and private actors as
well. The complex system of intergovernmental relations comprises the term governance, where
“good governance” implies a focus on accountability for performance and results, i.e. the
provision of services to the citizens in an efficient, effective and responsive manner. The shift
from jurisdictional and procedural concerns to “good governance” marks a shift in paradigm that
is of vital importance for the functioning of the public sector.

The importance of decentralisation can further be seen from the development in the democratic
perspective of the European Union, where the role of local authorities is being strengthened.
Recent amendments to the Treaty of the European Union state that the Union is one “in which
decisions are taken as closely as possible to the citizens” — the so-called principle of
“subsidiarity”. This principle has also been the main strategy in other parts of the world and a
guiding principle for many countries in development and transition.

Local and regional authorities in this way play a central role by having a close relationship to
citizens and have greater influence on how democracy, efficiency and transparency develop.
This ensures that the provision of public services is most responsive to local needs and
conditions.

Most public services to households and enterprises are generally most efficiently provided by
local government. Efficient decisions must be based on good information, and it can be very
difficult at the central level to secure necessary information about local matters. Local
government service provision also makes it easier to adjust the service level and quality to meet
the expectations and needs of the citizens within a given area.'?

Fiscal decentralisation is generally accepted as the way to enhance political, institutional and
economic development. The economic benefits from decentralisation are difficult to quantify,
but evidence in Denmark, Norway and other countries shows that there is a U-shaped rela-
tionship between average expenditure for administration and the size of the authority. This
suggests that both very small and very large units are costly compared to those of medium size."
Evidence shows that local government in most countries with less than 5,000 inhabitants will
generally be too costly to provide services at the local level.'*

Parallel to this development, the international community, especially donors, increasingly
demand democratic progress and decentralisation by the recipients of aid, and of applicants

' Alain Decamp: Working group on ”The European Charter of Local Self-Government, Finances of the Local
Authorities ” (implementation of Article 9 of the Charter), Strassbourg, Oct. 21, 1997.

12 The argument for more efficient operation of the public sector was mentioned in the debates in the Nordic
countries when local governments were legislated in the mid 19™ century.

13 Cf. e.g. in Kenneth Davey and Gébor Péteri: “Local Government Finance: Options for Reform”, Nagykovécsi,
1998, p. 19 ff.

!4 Kenneth Davey: "Political and Fiscal Decentralisation-Reforms in the Baltic Sea States — Proceedings of the
Regional FDI Conference”, Section on: Public Administration in Central and Eastern Europe, November 24-25, 1999
Copenhagen.
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wishing to join their clubs. Crucial in the development of a democratic society is the
establishment of local authorities with elected councils, functions to perform and financial
backing.

This Chapter describes trends in the development of the modern, decentralised public sector and
some of the major indicators of decentralisation. The presentation primarily focuses on and
trends in the OECD countries, but also provides a comparison to the situation in some of the
Sub-Saharan countries involved in the research. This overview of international decentralisation
experience, particularly within the field of local government finance, allows the results of the
country research to be seen in a more global context.

Despite common decentralisation objectives among many countries and within international fora,
the experiences have shown that the practical implementation of decentralisation and the time
span required for it vary greatly from one country to another.

In some of the OECD countries, the historic development took the form of federations of states
with independent legislative powers. This occurred because people, for historical reasons, were
unwilling to accept central authority, or because cultural and other differences made it impos-
sible for them to live together in a unitary state'®. The federal constitutions guarantee the rights
of the member states to perform specific functions, and it secures their methods of financing. The
federal countries often have strong anti-central attitudes, but decentralisation beyond the in-
termediate state level is left for the states to decide upon, and decentralisation to the local level is
not impressive.

In the unitary countries, decentralisation was historically initiated by a centre and was driven by
reasons of democracy and/or of efficiency.

Unitary and federal decentralisation policies are very different issues. Decentralisation in the
federal sense is usually very clear and absolute, but this is rarely the case when unitary countries
delegate functions.

The parliaments of unitary countries rarely decide to decentralise all of the functions suited for
delegation to local authorities. Often, decentralisation has been viewed as being a more effective
way to deliver centrally delegated public services than would have been the case with central
provision. Countries torn by internal religious, ethnic, linguistic or other tensions often need to
apply a federal model with an independent regional tier of government. Countries organised as
unitary states may have internal divisions, and they may benefit from including features from the
federal model in the organisation of local government. In both cases, to gain the benefits from
efficiency and democracy, decentralisation to the lowest level should not be neglected. The
present study on decentralisation in African countries focuses on decentralisation to the lowest
level, the towns and municipalities (and in some countries districts/regions), and not on federal
solutions.

15 The information about particular countries relates to a recent year. It has not been possible to check if reforms that
are more recent have changed the situation.

' In the case of Germany, the allied forces imposed the federal solution after the war in order to prevent the re-
emergence of a strong German state.
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2.2 The Global Trend of Growth of the Public Sector, Financial Constraints and
Conditions for Decentralisation

The role of the public sector as supplier of services and welfare benefits has constantly increased
since the age of industrialisation, as witnessed by the development of tax ratios over the years.
OECD records show that tax ratios (tax revenues as percentages of GDP) have increased since
1965 by half: from 26% to 38% (see Table 2.1).

Table 2.1: Tax Ratios as per cent of GDP 1965-94, OECD Countries

Ratios in per cent|1965 1970 1975 1980 1985 1990 1994

OECD-countries (26.3 29.5 32.5 34.1 35.9 37.0 38.4

Source: Revenue Statistics. OECD. 1997.

In this three-decade period, most countries have experienced a steady increase in demand for
public services. The political willingness to meet this demand has prevailed within the concept
of the welfare state, the result being a substantial increase in the provision of services. Among
the most important reasons for the increased demand for institutionalised welfare services has
been the trend toward an increasing number of elderly people in many countries and the longer
duration of education combined with increased employment of women outside the home.
However, there is no single, generally accepted economic explanation for this growth in public
services. Income elastic demand, new knowledge and technology, imperfect organisation and
decision making all have been shown to contribute.

One reason why it has been so complicated to explain the growth of the public sector is that it is
not a direct result of the working of economic forces; rather, it is a product of political decisions.
Any service may be public if it is politically decided that it is to be tax financed, supplied free of
charges or subsidised. Therefore, the concept of public services is not given and not uniform
between countries.

The importance of the local government sector is shown in Table 2.2, which indicates local
government tax as a share of GDP (see also Appendix No. 1 to Chapter 2):
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Table 2.2

Local tax revenues as per cent of GDP. 1997 for OECD countries and 1997/98 for African
countries

Zimbabwe(97)
Swaziland (1998)

Uganda (1997/98)

Senegal (1997)
Zambia (1997)
Greece

Ireland
Australia (1)

Netherlands

United Kingdom
HIncome taxes (2)

Hungary

New Zealand

rely ElProperty tax

Portugal

Belgium (1)

OOther taxes

Luxembourg

Turkey
Germany (1)
Poland
Canada (1)
USA (1)

Korea

Spain
France
Austria (1)
Czech Rep.

Switzerland (1)

Iceland
Japan

Norway

Finland

Denmark
Sweden

Unweighted avarage (OECD)

0 2 4 6 8 10 12 14 16 18

Source: OECD, Revenue Statistics 1965-1998, OECD 1999. African countries: Data from the present Study on Fiscal
Decentralisation and Sub-National Finance, collected from varies sources (unofficial data). Zambia, 1997 figures,
Source: Central Statistical Office. Swaziland 1998, Ghana 1996, Senegal 1997, Uganda 1997-98, Zimbabwe 1997.

The tax financing of services in any country is a political choice, and it is a political re-
sponsibility to ensure that taxpayers are only burdened with the cost of such services, and only
for very good reasons. Welfare services and transfer levels for redistribution can be unrealistic
when considering the economic capacity of the country. The result then becomes high taxes or
inflation followed by low economic growth and a decline in available resources.

Decentralisation is sometimes seen as one way to create greater accountability in the public
sector, e.g. a way to keep spending within the capacity to tax. However, experience from a
number of countries shows that decentralisation may also take place under conditions of general
financial constraints, where central government transfers responsibilities for public service
provision to lower levels of government without a corresponding transfer of financial means.
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In many cases, there has been a tendency that the financing was not decentralised with the public
service functions. In the post World War II decades, expenditure on public welfare services grew
quickly in many countries, resulting in so-called “vertical imbalances” and the need for central
government grants. The same process is now being repeated in several of the countries in
transition in Eastern Europe, Asia and Africa. It is noteworthy that decentralisation in some
Latin American countries seems to follow a reverse pattern: to guarantee decentralisation
revenue before decentralising responsibilities.

Decentralisation can be a less painful way in the short-term for central governments to overcome
national budget constraints and unbalances. '’ It can be justified to the extent that efficiency
gains are generated by decentralisation of responsibilities. This again requires lower levels of
government to be furnished with some degree of managerial and/or financial discretionary power
and autonomy in order to be able to compensate by innovation, flexibility and adaptability to
local needs and conditions. In this way, decentralisation can be seen as a major option for
promoting “good governance”.

The size and organisational structure of the public sector in any country is very much a result of
political choice. However, data suggest that it is most likely that the public sector’s role will
increase for countries in early stages of development.

Therefore, the role of the public sector will remain one of the most important political issues in
any country. The central and local governments” ability to collect taxes is crucial to finance
public services. The public sector of developing countries can be expected to grow with
economic development. Developing countries must prepare their institutions so that this
development is efficient, government spending is controlled and resources are mobilised. De-
centralisation is one way to mobilise needed resources and improve performance.

The benefits of public expenditures have to be carefully weighted against their costs. Poor
management and wasteful misallocation in the public sector can easily result in stagnation of the
whole economy, popular mistrust of politicians and increased levels of tax non-payment. These
risks can be minimized under certain conditions by decentralising the public sector and thus
mobilising local populations to scrutinize and control the level of expenditure and taxes.

An inefficient public sector will not become efficient by decentralisation alone. First, problems
of control/supervision and of local organizational and administrative capability must be solved.
The need for justice must be satisfied, legal rights guaranteed and democratic controls
established'®. Related efficient administrative systems such as budget and accounting systems,

' Unfunded mandates may also preclude the implementation of legislation and new tasks and jeopardise cordial
central/local government relations. . This has especially been the case in a number of Central and Eastern European
countries (in transition), where many tasks have been transferred without sufficient finance, cf. Ricard M. Bird,
Robert D. Ebel, and Christine L. Wallish (editors), “Decentralisation of the Socialist States, Intergovernmental
Finance in Transition Economies, International Bank of Reconstruction and Development, Regional and Sectoral
Studies”, 1995.

'8 These issues are central in the IBRD World development report 1997, which concludes (pg. 162) that
”strengthening the rule of law must be a vital first step” For African development.
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indicators for services provision/performance, and audit and tax systems should be developed as
well. Without these conditions, decentralisation of the public sector cannot serve its purpose.
2.3 Indicators of the Decentralisation of the Public Sector

The major elements constituting decentralisation of the public sector are shown in the figure
below.

Figure with Indicators

Elements constituting decentralisation

Delegation &
Autonomy

Regulatory
Framework

Finances

ISP &

Accountability | Operational
Capacity

ISP = Infrastructure and Service Provision
2.3.1 Delegation, Responsibility and Autonomy

Some of the necessary indicators of decentralisation are the relative sizes of local government
revenues and expenditures.

2.3.1.1Decentralised public purchasing power by disbursements and actual local government
consumption

The extent of actual decentralisation is difficult to describe, but one of the first appropriate
indicators is local government expenditure. An analysis of public expenditures shows that only
four of the eighteen OECD countries allocate less than 7 per cent of GDP to local government
(see the tables below).
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Table 2.3: Local Government Disbursements as per cent of GDP (1995)

Disbursements Consumption
Zambia (1997) 0.5
Senegal (1997) 1.8
Ghana (1996) 2.6
Uganda (97/98) 4.0
Swaziland (1998) 0.6
Zimbabwe (1997) 3.0
OECD-countries:
Australia 4.1 0.0
Austria 7.1 3.7
Belgium 7.0 4.4
Canada 11.2 8.9
Finland 18.4 14.4
Denmark 24.4 17.5
France 7.9 5.1
Greece 94 3.8 3.2
Germany 5.8 3.8
Iceland 7.7 5.3
Ireland 94 10.6 7.7
Italy 12.0 7.5
Japan 12.8 7.4
Korea 10.1 4.8
Netherlands 14.0 6.9
Norway 16.9 12.6
Portugal 93 3.9 2.9
Spain 94 9.8 6.2
Sweden 22.2 17.8
UK 10.1 7.3
US 93 13.7 9.5

Source: The table is based on OECD National Accounts Statistics. The figures show net of fees and charges. The
figures from the Sub-Saharan countries are of various sources and from the Study and should be treated with due
caution. Zambia: Data from 1997, Source: Ministry of Finance. The concept of local government includes provinces
and regions, but not the state level in federal countries. For Australia, the OECD figures have been adjusted to
exclude state finances.

Disbursements include: Transfers as well as service expenditure. For Denmark, agent-type transfers have been
deducted from the OECD figures. Capital expenditure is not included.

Consumption is local government salaries and purchases. The figures for the African countries are derived from the
present research (different sources), and a direct comparison should be made with great caution. Figures for the
African countries are drawn from the case studies on Fiscal Decentralisation and Sub-National Finance in Relation
to Infrastructure and Service Provision and not from official figures. Senegal: 1997 figures based on extrapolation.
Uganda 1997/98 figures and Swaziland 1997 figures.

Table 2.4 below shows local government expenditure in relation to central government ex-
penditure:

38



N
e N (<) N . . . . s .
Q(@‘Q\Q&Q’bé\&e@ &g®&§$®§@&&&g@&

Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

Table 2.4: Local Government Expenditure in Relation to Central Government
Expenditure

Municipal expenditure in relation to Gross Domestic Product
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Council of Europe, “Local Finance in Europe”, No. 61, Strasbourg, 1997. Only the municipal level of local governments. Figures from African
countries were collected as a part of the study on Fiscal Decentralisation and Sub-National Finance, 1998-2000 (unofficial figures) and include all
sub-national governments. 1) Figures from DK include expenditures, which are 100% reimbursed by the State.

Developing countries seem to have a lower local government share of the GDP and of total
public expenditures. This tendency has been confirmed by the present study. An example is
Zambia, where the local government expenditure only constituted approximately 3% of the total
public expenditure in 1997."

Such figures are, of course, only a first step in comparing the differences between countries. For
example, tightly controlled countries, such as Japan, may rank higher than justified by the actual
degree of decentralisation. In the Netherlands, the high figure for local government expenditure
is very much due to decentralisation towards private non-profit organisations/associations and
not to democratic local authorities. This pattern is also seen in El Salvador, Bolivia, and a

' Data are from the Study on Fiscal Decentralisation and Sub-National Finance. The figures are based on data from
the Ministry of Finance in Zambia.
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number of the research countries. It is clear that an analysis like this has to be supplemented by

other indicators of autonomy as well. *°

2.3.1.2The decentralisation of tasks and responsibilities across levels of government

Local Government responsibilities for the provision of public services vary greatly from country
to country. These responsibilities are in some countries decreed by the constitution, in others by

separate legislation and in a few by a presidential decree. The responsibilities could be fully

decentralized or they could be decentralised in some cases and shared among different levels of

government in others. Furthermore, the distribution of responsibilities can be seen in close

relation to the issue of the degree of autonomy concerning specific responsibilities. Information

concerning distribution is not available in a systematic way for all OECD countries, and,
accordingly, the table below only includes countries with available information.

Table 2.5: Local Government Responsibilities®

Education | Health Social Housing | Community | Recreational | Economic
Security & amenities & cultural | services
welfare affairs
Uganda S S S SG SNG SNG SNG
Senegal S S S S S S S
Ghana CG CG S S S
Swaziland CG CG CG/SNG CG CG
Zambia CG CG S S SNG NA SNG/S
Zimbabwe S S S S SNG S SNG
Latvia {1} S S S S S S S
Austria {2} S S S SNG S S S
Belgium {2} SNG S S SNG SNG S S
Denmark S SNG SNG SNG SNG S S

2% One example of very controlled functions recorded as local expenditure is Japan, where functions delegated to

local authorities until recently have been regarded as central expenditure disbursed by local authorities (“agency

delegated functions”). Another example is Slesvig-Holstein, a German land, where decentralisation of the schools

only means that the local authorities can build the schools. The Ministry strictly details everything taking place

inside the schools. Chapters 6 and 7 explore these indicators further.

2! The table shows where the major responsibilities are assigned. Within each category, some minor tasks may be

carried out by another level. The following sources have been used to complete the table:

2"¢ Questionnaire on the Responsibilities of Local Authorities” contributions from Country Experts to the Council of
Europe’s Working Group on “the European Charter of Local Self-Government”

”Regional and Local Government in the European Union” by the Committee of the Regions: Sub-Commission on
Local and Regional Finances, February 1996.

“Strategy Development on Decentralizing Public Administration Structure”, by VNG: Association of Netherlands
Municipalities, 1996.

“Kap. 7: Opgavefordelingen i andre lande — Opgavekommisionen” by the Danish Minister of the Interior, October
1998.

“Managing Across Levels of Government”, OECD Report 1997.

“The Reform of Inter-governmental Fiscal Relations in Developing and Emerging Market Economies” by Anwar
Shah: The World Bank’s Policy and Research Series no. 23, 1994.

“Nordic Local Government” by E. Albzk, L. Rose, L. Strémberg and K. Stdhlberg: The Association of Finnish
Local Authorities, Helsinki 1996.
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{1,3,4}
Finland {1,3,4} |S SNG SNG SNG SNG S S
France {3,2} S S S SNG SNG S SNG
Germany {2,5} |S S SNG SNG SNG SNG S
Iceland {1} S S SNG S SNG S S
Ireland {2} CG CG CG SNG SNG S S
Japan {5,6} S S S SNG SNG SNG S
Netherlands S S S SNG SNG S S
{1,2}
Norway {3,7} S SNG SNG SNG SNG S S
Portugal {1,2} |S S S S SNG S S
Spain {2} S S S S SNG S S
Sweden {1,2} S SNG SNG SNG SNG S S
UK™ {1,3,2} S S S S S S S
US {5} S S S S SNG SNG S

The tabulation comprises: CG=Central Government, S=Shared & SNG=Sub-National Government.

Comparisons of functions delegated to various levels of governments show a surprisingly
uniform pattern between countries. The difference between a highly decentralised country, with
strong local authorities and a high degree of autonomy, and a very centralised one is seen, not so
much in the number of functions delegated, but in the degree of freedom left to local authorities
to decide which services to offer their citizens and how to implement such services.

The basic local functions - sanitary measures, road maintenance, street lighting etc. — have
traditionally been purely local services financed out of local fees, charges and taxes. As far back
as 200 years ago, the responsibility for redistribution responsibilities like free schools, poverty
assistance, and care for the poor and sick was also in several countries delegated to local
authorities.

The latter type of expenditure has been growing in importance with the development of the
modern welfare state. Where these responsibilities are delegated to the local levels of
government, disputes arise on who has the responsibility and the power to decide. The problems
arise not only in the case of primary schools, but it has proven difficult to distribute functions
like social assistance and health. A study of the EU countries has shown that local governments
in all EU countries are responsible for physical planning, public health control, waste collection
and disposal, parks and open areas, recreational amenities and culture, public transport and some
social services (including services for elderly people and child care). The degree of local
government responsibility for other services varies between countries. **

The issue of distribution of functions by level of government is now under discussion in several
countries. For example, commissions have been set up in Denmark and Norway. In Sweden,
experiments are being made with new types of enlarged regions.

?2 Northern Ireland is not included as it differs too much from the rest of UK. Another particularity in UK is that
many services are not the responsibility of sub national governments but are provided by agencies of central
government e.g. water supply, post-16 education, urban development; housing and the provider of these and other
responsibilities varies from region to region in UK.

23 Kenneth Davey and Gabor Peteri (ed),”Local Government Finance- Options for Reforms”, Oct. 1998, Local
Government know how programme, p. 12.
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One lesson to be drawn is that central Parliaments, generally speaking, are only willing to
delegate a share of their responsibility for the supply of free public services in the modern
welfare state. These services are dependant on what counts at the ballot, and they are the issues
picked up by the press in its search for “stories”.

The unwillingness of central Parliaments to share their powers with local authorities may also
express political resistance against democracy. Decentralisation means that they have to share
their influence regarding government expenditures and taxation.

2.3.1.3 The Decision-Making Power of Local Authorities: the Degree of Autonomy at the Local
Level

Decentralisation is a means of distributing political power. It has now been strongly established
in former communist countries and in countries like Belgium and Spain. As early as the mid 19"
century, the Scandinavian kings formed coalitions with local authorities to counterbalance the
power of the nobility.

Political decentralisation depends on the central government’s willingness to allow for local
differences in service levels, and the two issues tend to merge into one.

Countries with strong anti-centralist traditions, such as the USA, prefer decentralised solutions.
This is true of federal countries concerning the distribution of functions between the central and
the state level — but not between the state and local authorities. Table 3 suggests that the federal
countries, which developed on the idea of decentralisation, are generally not those that delegate
most to the local level.

It can also be seen from Tables 2.3 and 2.4 that none of the large countries are among those most
decentralised. The distribution of functions to different levels of government is a highly political
question. Because large countries typically have histories of minority suppression, they have
needed strong central governments to create stability. Such countries seem to have two ways to
go: they develop either federal solutions or centralist traditions. In the latter case, the tables
indicate that they typically prefer comparatively centralist arrangements.

As mentioned above, there are economic gains in efficient decentralisation. = However,
decentralisation is also a political question, and there is no "right" way for any given country to
decentralise.

The issue of autonomy is related to the, often quite complex, degree of discretion that local
authorities exercise in their various functions and responsibilities. This issue is also tied to the
main reasons for decentralisation of the public sector: to increase overall efficiency and
effectiveness by allowing local authorities (with a close relationship to the people), to improve
responsiveness, accountability and performance of service production and delivery. In many
countries, dynamic and innovative leadership of some local authorities has been used to find new
ways and means of generating improved efficiency in the handling of functions.

Several elements can be used to describe the degree of autonomy of local authorities. One of
these concerns the possibility for the central government to withdraw or limit the discretionary
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power of the lower level of government. The constitution of some countries protects the
discretionary power of local governments. Another element concerns their potential command
over self-generated resources: the share of and nature of own taxes, decisions regarding taxation
rates and the establishment of the tax base, and the power to apply user charges and to borrow
money. A high degree of autonomy is experienced in the Nordic countries, France and United
States, whereas this kind of financial autonomy is quite limited in the Netherlands and Ireland. **

Autonomy can be seen in connection with central governments” overall objectives for economic
policy and for the equitable provision of public services nationwide. In order to balance local
wishes for autonomy with these national objectives, many countries have adopted minimum
standards for different types of public services. These minimum standards have been established
by considering the viewpoints of the local authorities and by involving associations of local
authorities in their elaboration. A number of countries have established various fora for co-opera-
tion concerning the establishment of guidelines influencing decisions of local authorities in the
field of own taxes, local expenditure targets and related matters. In this regard, associations of
local authorities often play a major role.

2.3.2 The Operational Capacity Reflected in the Structure of Government Related to
Number of Levels and Sizes of Local Authorities

2.3.2.1 The Municipal Level

Two traditions of local government structure can be identified. There is the British tradition of
ad-hoc authorities, developed at the end of the 18" century in response to new urban needs
following industrialisation. Special boards were created for paving roads, street lighting, police
and garbage removal. Later, these functions were gathered under multi-purpose districts and
counties. The single purpose model for local government has survived, for example, in the
United States, where numerous elected boards, each with its own specialised functions and
financing, are common. An advantage of this model is the close democratic influence on the
public service delivery and the economy of scale that is often achieved. Some of the
disadvantages are the lack of overall priorities, the lack of co-ordination and accountability, the
lack of simplicity and the obscured visibility of the tax rates.

The other tradition is a multipurpose local government organisation developed out of very old
local structures. These were mostly church districts or central subdivisions created and staffed by
the King for control purposes that subsequently evolved into authorities with locally elected
councils to handle the joint affairs of the local population.

The social pressures shaping local governments, however, were the same in both cases:
migration to the cities paired with growing expectations regarding the level and quality of free
welfare services since the world war required newly structured and organised local governments.

Century-old units have become depopulated and unable to meet the demands of the new age, and
large reductions in the number of local units have taken place. Figures have been collected for
different countries by the Council of Europe (see Table 2.6).

* Alan Decamp (editor), Working Group on The European Charter of Self-Government”, Oct. 1997.
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Table 2.6: Number of Local Authorities, 1950 and 1992

COUNTRY Reduction in | Number 1992 Average size 1992 | Per cent less than 10.000

number since inhabitants 1992

1950. Pct.
Zambia (1999) 72 140.230 | Very few SNGs
Uganda (1999) 1050 19050* | Few of the sub-counties
Swaziland (1999) 13 15000** | Many of the rural SNGs
Senegal (1999) 433 214780 | Many of the rural districts
Ghana (1999) 110*** + 1800 urban/Zonal | N/A Many of the lower tiers of

councils and 16000 unit SNGs
com.

Zimbabwe (1999) 81 145680 Few of the rural SNGs
Council of Europe
Countries
Austria 42 2301 3340 91.5
Belgium 78 589 16960 17.3
Bulgaria 88 255 35000 8.2
Czech Rep. 44 6196 13730 95.7
Denmark 80 275 18760 6.9
Finland 16 460 10870 49.5
France 5 36763 1580 95.2
Germany 67 8077 4925 84.0
Greece 1 5922 1700 96.7
Iceland 14 197 1330 96.5
Italy plus 4 8100 7130 72.9
Netherlands 36 647 23200 11.2
Portugal plus 1 305 32300 8.5
Spain 12 8082 4930 86.2
Sweden 87 286 30040 3.1
Switzerland 3 3021 2210 92.0
UK 76 484 118440 N/A.

Source: The size of municipalities, efficiency and citizens participation. Council of Europe. Local and regional authorities in Europe, No. 56.

Council of Europe Press, 1995. Data from the African countries has been collected during the study on Fiscal Decentralisation and Sub-National
Finance, 1998-2000. Senegal figures includes 43 arrondisements
* Uganda: The 45 districts are very large, all with more than 100.000 inhabitants, but the lower tiers of SNGs are characterised by smaller

units.

ok Swaziland: Only the urban population is estimated to cover approx. 20% of the country, i.e. approx. 200,000 inhabitants.

kekok

is still not fully implemented

Ghana has a great number of smaller SNGs under these district assemblies, cf. the country study. The system was introduced in 1998, and

Since 1980, the move towards larger units has slowed, and only very few recent examples can be
found. One example is the reforms in Scotland in 1992. These were part of a large change of
power for the Scottish office, and as the existing local government structure was quite new,
deep-rooted feelings of belonging had not yet been established. In Central and Eastern Europe, a
large number of smaller local authorities have been established in connection with the transition,
which has created some problems of fragmentation. *°

In Africa, many new units have been established in the last 20-30 years, e.g. in Zambia, Uganda,

Ghana, Senegal and Swaziland.

% In some countries (for example, Latvia and Estonia) there are still ongoing reform plans with the aim to reduce the
number of local authorities.
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Although efficiency gains may be achieved through amalgamations of local authorities, political
resistance at the local level has been significant; very few reforms have been implemented
without an element of force from the central government. This may explain why the speed in
conglomeration seems to have been reduced by the modern political climate and the increasing
powers of the media, both of which have made reforms against the will of the local people more
difficult. Instead, the structural reforms have been supplemented by trends toward making a split
between, on the one hand, local authorities as providers, and, on the other hand, the public
institutions as more or less independent — perhaps even private - suppliers. There are countries
(Germany and the Netherlands) where associations and non-public organisations are responsible
for many of the decentralised functions: for example, social welfare and health. Another pos-
sibility is to join in different forms of inter-municipal cooperation arrangements=°,

It can be seen from Table 2.6 that in some cases small units were maintained in thinly or un-
evenly populated countries (Finland, Iceland, Norway and perhaps Austria, Greece and Spain),
though the example of Sweden demonstrates that this need not necessarily be the case.

Reforms have not been implemented on a major scale in countries such as France, Italy, and
Germany, and there has been convergence between contrasting traditions in recent years. In the
latter case, reforms have been implemented in some ldnder, while others have refused reforms.
Recent reform efforts in France have failed because of political resistance.

The question of the optimal size of local authorities has been a subject of concern to local
government experts in recent years. Evidence gives no clear answers, but many investigations
indicate that local authorities with less than 5,000 inhabitants have increasing costs and declines
in efficiency with their present tasks and functions. Results from investigations give no clear
answers in the case of local authorities with over 5,000 inhabitants.

2.3.2.2 The Middle Tier

Many counties have established an intermediate level of government between the central govern-
ment and municipalities. Sometimes, these are merely local representatives of the central
government *’, and, in federal countries, the state level often has legislative powers similar to
that of the central government. Such authorities are not local authorities. However, in a number
of countries there is a local authority placed between the central and the municipal levels. As to
the responsibilities of the intermediate authorities, there are two models.

One model is the Nordic model (Denmark, Finland, Iceland, Norway, and Sweden), where the
intermediate level consists of units so large that they can handle functions for larger population
units than exist at the municipal level. This is also the model in some African countries such as
Senegal. In Senegal 10 districts were established in 1997 to conduct some regional tasks, e.g.
regional planning. The units of the intermediate level are in this model parallel to the
municipalities, though with different responsibilities. In most cases, they have their own elected

%% This is very common in countries such as Netherlands and Finland, but is experienced in almost all European
countries.

" Nearly all countries have a certain central government presence at the regional level, and many countries also at
the local level. A good example is Senegal.
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boards. In other countries (Belgium, Finland, the Netherlands, and Spain), small local units co-
operate in the provision of local services. The role of intermediate government in the Nordic
countries is under discussion, especially with regard to hospital service.

Another model is an intermediate level of regions overseeing and controlling local authorities
(Belgium, France, Italy, and Greece). They may even include elements of ministerial regional
administration and, in this way, become one of the possible instruments of central control. This is
a very common model in a number of African countries, e.g. in the so-called prefect systems.

There has been a number of recent reforms creating a regional level of government between the
central and the municipal levels (Finland 1994, France 1982, Greece 1994, Ireland 1994).
However, the tendency is not clear. In Scotland, Wales, England and some German ldnder, the
intermediate level has been eliminated. In the Dutch province of Friesland, a four-year
experiment has been initiated to test a model with clearer and less interwoven distribution of
responsibilities between the two levels.

Some general conclusions seem to have emerged. Firstly, there is a connection between the size
of municipalities and the role played by the intermediate level. Small municipalities seem to be
more in need of supervision and control. Secondly, there is a correlation between the role of
intermediate government and the degree of decentralisation. A high degree of decentralisation is
often correlated with the intermediate level.

Recent developments have not influenced either of these models. The new Finnish regions have
been made responsible for regional planning and environmental functions, and are voluntary
municipal associations. In France, the new regional authorities have been given responsibilities
within the field of education and transport. In Greece, regional planning and primary education
have been decentralised to the new regions.

New thinking on the role of local government in other countries has resulted in political
discussions on the need for an intermediate level. Proposals have been made in Denmark,
Sweden and Norway to take functions from the intermediate levels and transfer them to mu-
nicipal partnerships, to central governments or (for hospitals in particular) to independent units in
market like constructions.

In the East European countries, the reforms after the communist regime have been mixed; but the
general picture seems to suggest a two tier local structure, with quite large upper tier authorities
having controlling functions in some cases.

2.3.3 Infrastructure and Service Provision and the Issues of Accountability

2.3.3.1 Efficiency and Responsiveness in Local Government Infrastructure and Service Provision
— Public Accountability

Delegation of responsibilities for infrastructure and service provision to local governments can
result in very different types and levels of services by area, depending on local conditions and
priorities. The consequence of local self-government is that the client or service orientation of
decision-making and administration re-orientates the focus away from mere production and
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towards effective distribution of public services. From a local perspective, the resulting
disparities of quantities and qualities of public services throughout local authorities may appear
questionable, and the voters can express their opinion at the next council election thus securing
public accountability of the decisions made.

Participatory decision-making and other types of user involvement can further extend the
deviation from the national average for service provision by user boards of schools,
kindergartens or advisory committees for the provision of services to the elderly. These boards
have been established recently in many countries. Indirectly, the councils of local government
can also ensure that their decisions comply with the opinion of their electorates by the carrying
out user-surveys. These surveys may question citizens’ willingness to accept a reduction in the
level and quality of services in order to obtain a corresponding reduction in the level of local
taxes or question whether or not they are satisfied with the present balance between expenditure
and revenue. The use of these surveys has increased in recent years in many countries.

However, disparities in the level and quality of services provided by various local governments
can conflict with national policies and priorities. To secure compliance with national priorities
with respect to type, quantity and quality of services, the central government can establish
guidelines or minimum standards after consultation with the local governments..

Alternatively, the central government, by use of the financial resource allocation mechanism of
earmarking transfers, can heavily influence local government decision-making in terms of the
type, quantity and quality of services provided. The issue of different types of financial transfers
is analysed further in Section 2.3.5.2 below.

The consultative and coordinative approach by setting guidelines and national minimum-
standards to secure national priorities and increased equity has become more widespread and,
furthermore, complies with the European Charter of Local Self-government instead of having
rigid control and detailed legislation.

2.3.3.2 Effective Administration - Managerial Accountability

Managerial accountability emphasises efficiency in the optimal use of resources compared with
achieved results related to expressed targets. The focus is not merely on compliance of services
provided with the legal, regulatory and procedural framework, but also on performance and
quality of the output related to different service areas.

The focus on managerial accountability as a means to achieve effective public administration is
in accordance with theories and experiences of managerial economics of the private sector,
which uses delegation of competence to enhance entrepreneurship and innovative approaches to
service provision

The delegation of competence within the context of the local government entities calls for a
division of power and responsibilities between the political leadership (the domain of local
policies and priorities) and the administrative leadership (the domain of optimal compliance and
performance related to the targets established by political decision-making). The clearer the
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division between the two types of leadership, the more potential there is for effective
administration.

Performance related managerial accountability shifts the focus of the political leadership away
from a project-level to a policy-level orientation. The mechanism of target performance
leadership often leads to even further delegation of power and decentralisation to institutions
under the domain of the local government. An increase in performance is quite often experienced
in association with the increased flexibility in service production and distribution. This in itself
legitimates and initiates the sub-delegation of responsibilities. In the forefront, there is the
effective use of human resources, administrative capital and information technology.

Managerial accountability can be constrained by the institutional (and, partly, the regulatory)
framework of local governments. It is influenced by the degree of competence that the
administrative leadership possesses and by its ability to recruit and develop the heads of
departments and sub-government institutions as well as the staff. The autonomy of hiring and
firing is in compliance with the civil service code or more generally the labour market code and
the human resource management by capacity building through restructuring of the local
government organisation and systematic training of major categories of staff. With respect to
administrative capital and information technology, the accountability is related to the degree of
autonomy of the administrative leadership to introduce innovative approaches in the carrying out
of the different tasks of the local government administration. In many countries, e.g. within
Europe, there has been a tendency to ease these constraints and let the local authorities more
freely organise their human resources. This matter will be dealt with in more in detail in Chapter
7.

The central government needs to be able to draw upon managerial accountability, which it may
do by the introduction of a framework for “experimentation”. This framework has more
flexibility in relation to the division of responsibilities among different levels of government,
often on an ad-hoc basis, for a single or a few local governments in specified functional areas of
administration. A number of countries (such as Germany, the Nordic countries, Switzerland,
Canada and U.S.A) have this kind of framework to influence the division of responsibilities
among different levels of government. Other countries have instead, or supplementary to this,
established co-ordination mechanisms to secure more optimal solutions in the cases of shared or
partly overlapping responsibilities.

2.3.4 Regulatory Framework
2.3.4.1 Legislative and Regulatory Framework of Local Governments as Entities

The highest protection of the autonomy of local governments is the constitution. The Nordic
Countries, some of the federal countries and some of the new countries in Central and Eastern
Europe are examples of this high level of security®®. In other countries, autonomy is a part of the
special legislation concerning local authorities, and, in a few cases, the autonomy of local

% In many countries, the principles of local self-determination are included in the constitution (for example Austria,
Belgium, Greece, Denmark, Italy, Netherlands, Sweden, Bulgaria and Latvia). The same is the case in a number of
African countries, most directly in the Constitution in Uganda, 1995. In England and Wales, it is part of common
law. However, the parliaments of these countries normally determine which functions are to be decentralized.
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authorities is established by a presidential decree offering only quite limited security of local
self-government in cases of controversy.

A clear regulatory framework, first and foremost a clear law on local governments, is a very
important condition for the provision of services by local governments. A clear division of
responsibilities, a broad legal framework for local government functions and a clear description
of the relationship between the different levels of government and competencies is a prerequisite
for a well-functioning system of sub-national governments. In recent years, many reforms have
been initiated in order to bring greater clarity in this area, especially in Central and Eastern
Europe.

Another closely linked factor is the degree of control exercised by the central government (e.g.
control of the use of expenses; decision-making power regarding land, property, human resource
management; and organisational structure).

Most countries, especially in the OECD, have recently attempted to stimulate consultation and
co-ordination among different levels of governments, rather than strengthen formal controls, e.g.
through prefect systems®. There has been a tendency to move away from strict legislation and
detailed rules towards more goal-oriented and performance related dialogue between different
levels of government™”.

2.3.4.2 Restraints and Controls on the Functions of Local Government

Apart from the regulatory and legislative framework for local governments as entities, there may
exist restraints on their various functions and competences. Such restraints could take the form of
special legislation, by-laws, letters of instruction from line ministries and special codes (such as
building codes and hygienic codes).

Restraints could also entail formal requirements for approval, prescribed procedures or co-
ordination prior to local government decision-making. For example, in many countries, local
governments are empowered to take loans but must seek prior approval, despite being deemed
creditworthy by the lending institution.”® Thus, a procedure that appears to be in favour of
autonomy of the local government decision-making in practice may be a restraint.

The co-ordination type of restraint often refers to systems of regular agreement on guidelines for
local government activities established between the central ministries and the national
associations of local governments. The co-ordination agreement is considered more flexible than
a legislative framework, easier to adapt to changing circumstances and thus more
comprehensive. Again, however, it is necessary to consider the total regulatory framework in
order to be able to estimate the degree of autonomy of local governments.

% For a more detailed treatment of this subject see, "Managing Across Levels of Governments”, OECD, 1997, p. 2.
30 ¢f. above.
3! See e.g. Council of Europe: “Local Authorities” Budgetary Deficits” and Excessive Indebtedness”, Strassbourg.
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2.3.4.3 Regulatory framework related to private participation in infrastructure and service
delivery

A field of special importance for local governments to enhance their flexibility and competi-
tiveness concerns private sector participation in infrastructure and service provision.

Until recently, in many countries the regulatory framework restricted methods for improving
service provision by local authorities, especially in periods of financial constraint. The intentions
of the local councils could be to use the market mechanism to effectively improve the admini-
stration by creating incentives for innovation or changes in working procedures and norms.

For councils seeking a flexible mix of public, private or public-private partnerships, the steps for
provision of the regulatory framework may appear complex and troublesome. The way the
private sector could be involved covers a whole range of conceptual and practical solutions
where public function may be commercialised, management delegated or ownership transferred
to the private sector.

The trend in many countries shows an increasing awareness of the necessity to create a
competitive environment for the provision of infrastructure and services. This development is
enhanced by a requirement from central government or, in the case of the European Union, from
the European Commission to undertake tendering processes in more and more fields of public
sector functions.

2.3.5 Fiscal Decentralisation

Fiscal indicators are important to delimit local government autonomy and the level of de-
centralisation.

Section 2.3.3 and 2.3.4 gave a short overview of local government expenses and some indicators
of autonomy. Of equal importance is the subject of local government revenues.

2.3.5.1. Composition of Revenues

Careful consideration of the composition of revenues is very important. The composition of
revenues varies greatly from one country to another. Typically, the following main types of local
government revenues can be identified:

e Revenue from the sale of services - non-tax revenues and user charges/fees.
e Tax revenues - local taxes or shared national taxes.

e Different types of grants (e.g. general and specific) made available to local
governments from the central government.

e Borrowing, e.g. for investment expenditure.
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“Own revenue sources” are understood as resources where the local governments can influence
the revenue level and are able to dispose of the revenues freely give the highest level of
autonomy. These are often connected with local taxes and different kinds of user charges™.

The distribution of these categories varies greatly from country to country (see Table 2.7 below):

321t is difficult to make a rank order of revenues according to the level of autonomy, as other factors have an impact
as well. However, generally, the following order is useful: 1) own revenue sources (own taxes and user charges), 2)
shared taxes, 3) general grants, 4) conditional grants, 5) specific and discretionary grants and 6) grants given to
“agent functions”. In the definition of own taxes, factors such as the possibility to set the tax rate, to define the tax
base and to influence the collection of taxes (indirectly influence the level of revenue) are important. All these
factors will be investigated in Chapters 4 and 6.
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Origin of the resources in local budgets
Zimbabwe : ool [TTTTTTTTTITE
Swaziland RRAART I 000 ]
Uganda BEERH T
chore 2 \ \ \ m
Senegal — q NI
Zanbia _ -------------------------------------------------- EEECEE M i
e ' ] - I
Ireland I ELE I T
Macedonia ——
oot | I
e | I
Nor vy I
Switzerland I T
France

Belgium T
Finland ‘
Germany ‘
Luxerrbour g ‘ R,
ttaly ‘ ‘

Spain :
Greece ‘
UK ‘ ‘
Cyprus ‘ ‘
Por tugal ‘ hessenoaowd [ TTTTTTTTTTTTITITTE
. \ \ T
Poland ‘ ‘ T
Awstria ‘ ‘
Iceland : : T
CzechRepublic _amm ‘
Netherlands BE : : |
Hungary TRERRIHRE ‘ | | Eeensn s TTTTTTTTTTTITT]
Slovakia IBRRARRARR ‘
Slovenia BB EHEEREHEEEE ‘ ]
Lithuania : : : T
Romania : ‘ ‘ ]
Turkey ‘ ‘
Albania ‘ ‘ 1}
Bugaria ‘ ‘ ‘
vorts \ \ \ m
Estonia [ : : ‘ ‘ Fosd T
SanMeriro [ ‘
Aver age (E Lr opean Courcil) : : .
f f f f f {

0% 20% 40% 60% 80% 100%
‘ W Local taxes [ Fees and charges OTransfers pCapital raising mOther

The table is based on reports by members of the group of experts, the work by the DEXIA and in the absence of any

such figures, statistics included in the so-called CDLR report. Paper from the working group on “The European
Charter of Local Self Government”, Strassbourg 21, October 1997, Finance of Local authorities (impl. Of Art. 9
the charter, cf. also appendix No. 2). Africa: Cf. this report.
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Economic and political problems at the central government level sometimes result in the
delegation of responsibility without the delegation of tax powers or grants; the difference is
referred to as the “vertical imbalance” in the public sector economy.

Small vertical imbalances ex ante (i.e. before the local budgets are made) in favour of the
government are indispensable instruments for the control of local authorities. They give incen-
tives for local authorities to improve their tax effort and their efficiency in the delivery of local
services. In Brazil, Colombia and Venezuela, revenues have preceded the delegation of re-
sponsibilities. ~ Such imbalances in favour of local governments tend to promote excessive
spending **.

However, large vertical imbalances in favour of central government easily result in uncontrolled
deficit financing and accumulation of local debt. At some later stage, they must be replaced by
grants to the local authorities to cover the vertical imbalance ex post, and at this late stage,
decisions on excessive local expenditure may be difficult to reverse. The present research has
confirmed is the case in many African countries.

There is a delicate equilibrium point between ex ante and ex post imbalance. The point here is
not to misuse the introduction of good incentives for local efficiency so that the institution of
local government becomes discredited.

Vertical imbalances ex post can be defined as grants received by local governments. Once local
provision is decided, the major choice is between grants and local taxes. Local taxes may be
grant-like tax sharing receipts (see below) or own local taxes. Own local taxes are those where
the local authority has some influence over taxation (level, base or collection). This means that
the local population must suffer higher taxation if they want better services or if the local
authority is inefficient and wasteful. Modest service standards and good management are
rewarded by low local taxes. This gives the right incentives for the local population at election
time. A high level of own taxation also deprives the local councils the possibility of placing
responsibility for failing delivery of local services on the lack of money from the central
government.

The advantage of own local taxes over tax sharing arrangements is that own taxation results in
accountability, it affects the behaviour of the local population and the local councils in a positive
way. The combination of ex ante, non-financed small vertical imbalances with the existence of
own local taxes is a strong recipe for better efficiency in a decentralised public sector.

The table below gives some indications of the choice between grants and taxes in different
countries. The table shows that the proportion of local taxes varies greatly from country to
country.

3 Kiichiro Fukasaka and Ricardo Hausmann (eds.): "Democracy, Decentralisation and Deficits in Latin America”,
OECD Development Centre, 1998.
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Table 2.8: Relationship between Taxes and Grants for Local Authorities in Different
Countries. 1995

Local taxes™*
Per cent Grants/donor
contributions

Uganda (1997/98) 76.9 23.1
Swaziland (1998) 17.7 82.3
Ghana (1996) 63.8 36.2
Senegal (1997) 22.0 78.0
Zimbabwe (1997) 33.3 67.7
Zambia (97) 34 96.6
OECD-countries

Australia 159 84.1
Austria 15.1 84.9
Belgium 54.2 45.8
Canada 47.4 52.6
Czech Rep. 28.7 71.3
Denmark (1) 21.6 78.4
France 35.9 64.1
Germany 31.4 68.1
Iceland 9.9 90.1
Ireland 73.9 26.1
Mexico 42 95.8
Netherlands 72.6 27.4
Norway 38.7 61.3
Poland 29.4 70.6
Spain 86.0 14.0
Sweden 18.0 82.0
UK 72.3 27.7
US 38.8 61.2

Source: Revenue Statistics 1965-97. OECD 1998. The data from Sub-Saharan countries are from the
Study on Fiscal Decentralisation and Sub-National Finance, 1999-2000. Zambia: based on data from
Ministry of Finance (1997 figures: User charges is included in local taxes)

Uganda: 1997/98 figures. Ghana: Only based on six sample SNGs. Swaziland: 1998 figures (loans
excluded).

(1) Figures adjusted for SNG administration of national transfers (old age pensions).

The countries with the largest share of grants are English-speaking countries: Canada, Ireland,
UK and the US. In these countries, local governments have been left with insufficient tax
capacity to cover the costs of the delegated functions. They have only access to property
taxation, and the property tax has limited revenue potential. Property tax is regarded as a perfect
local tax by economists, but, politically, it is a very unpopular tax and yields no more than 4 per
cent in any OECD country. Only in Canada, Japan, Luxembourg, UK and US does it yield more
than 3 per cent. This is in most cases less than the cost of a modern primary school system.

The importance of grants vs. local taxes ranks average in Germany. However, this masks the
inclusion under taxes of figures for tax sharing receipts.

** Including tax-sharing revenues. For African countries also other revenues.
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Local councils seem to prefer tax sharing for grants, as they believe that they receive a fixed
proportion of the taxes the central government collects in their jurisdiction®. Local authorities
believe that this is a guarantee against cuts in revenue in the case that the central government
needs to save. The disadvantage of tax sharing is the same seen from the point of view of the
central government; tax sharing weakens its instruments of control.

In Germany, sharing of the income tax is the traditional way of filling the vertical imbalance, and
the German tradition has been adopted in German-speaking Europe. In the OECD statistics (the
basis for the figures in this report), tax-sharing receipts are included under local taxes and cannot
be separated (a reform within this area has been initiated)*.

The Nordic countries (Denmark, Sweden, Norway, Iceland and Finland) are traditionally
countries with the highest proportion of taxes and of own taxes. This is explained by the use of
the personal income tax as a local tax. Personal income tax has large revenue potential in Europe.
In Denmark and Sweden, it yields more than 15 per cent of the GDP, leaving very limited needs
for grant financing.

2.3.5.2. Local Taxes

Local taxes are normally the greatest source of income, and they represent one of the most
important features of local authority autonomy. The possibility of influencing either the tax base,
the tax rate or the collected revenues is a very important condition for the local authorities,
making them able to adapt the service level to the financial possibilities.

The arguments for the introduction of own local taxes have been made above. However, a
number of conditions should be met for a tax to be a good “own” local tax.

e Firstly, the revenue of a good local tax should develop over time in the same way
as the costs of fulfilling the growing need for local public services.

e Secondly, local taxes should not be too sensitive to cyclical fluctuations, as the
local services normally are not suitable as instruments for demand management.

e Thirdly, a good local tax should be distributed relatively equally among local
authorities. Equalisation of the taxes throughout the local authorities may reduce
this problem, but not eliminate it.

e Fourth, the size of the potential revenue is important. If the local authorities are
allowed only relatively small yielding taxes, vertical imbalances result that will
have to be otherwise covered.

3 Jgrgen Lotz, "Procedings of the Regional FDI Conference”, November 24-25, 1997 Copenhagen, p. 113.

3 The OECD has initiated work to produce figures making it possible to distinguish between tax shares and local
taxes. In the present research, we have tried to make a distinction between the two types as they differ in terms of
degree of autonomy.
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o Fifth, there should be a close relationship between the citizens who pay and the
citizen who benefit.

e Sixth, the tax administration should be without major problems, i.e. the tax yield
should be much higher than the administrative costs.

As has been shown above, the size of the vertical imbalance in different countries is closely
related to the local government tax structure. It was shown that the dependency on grants in the
countries relying on property taxes was much higher than the reliance on grants in the countries
relying on more buoyant taxes, like a local income tax. These findings may not be directly
applicable to the African region, where property tax seems to be more buoyant than the income
tax. However, this research has shown that property tax alone cannot finance the present tasks.

There is considerable variation in the national styles of local taxation, as can be seen from the
table which shows groupings of countries with somewhat similar composition of local taxes,

based on figures from the previous table.

Table 2.9: Local Government Taxes, per cent of Total Local Tax Revenue (1997)

Income taxes Property tax ~ Other taxes Total

©)
Zambia (3) (1997) 16.1 36.2 51.3 100
Senegal (Dakar) (4) 15.1 29.8 55.1 100
Ghana N/A N/A N/A N/A
Uganda (1997/98) 82.6 17.4 0 100
Swaziland (1998) 0 100 0 100
Zimbabwe (1997) 0 100 0 100
Sweden 99.7 0.0 0.3 100
Finland 95.8 4.0 0.2 100
Denmark 93.4 6.5 0.1 100
Luxembourg 93.1 5.7 1.2 100
Norway 89.9 9.4 0.7 100
Czech Rep. 89.2 52 5.6 100
Switzerland (1) 84.4 15.0 0.5 100
Germany (1) 77.1 21.7 1.1 100
Belgium (1) 82.4 0.0 17.6 100
Iceland 78.2 14.7 7.1 100
Poland 59.5 32.5 8.2 100
Japan 52.6 30.4 17.0 100
Austria (1) 35.5 9.4 55.1 100
Turkey 30.8 3.0 66.2 100
Portugal 22.7 38.8 38.5 100
Spain 26.4 349 38.7 100
France 15.5 314 53.1 100
Korea 12.3 57.1 30.6 100
USA (1) 6.0 73.3 20.7 100
Italy 18.4 34.4 472 100
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Ireland 0.0 100.0 0.0 100
Australia (1) 0.0 100.0 0.0 100
United Kingdom 0.0 99.1 0.9 100
New Zealand 0.0 90.6 9.9 100
Netherlands (1) 0.0 66.2 37.8 100
Hungary 0.0 22.2 72.8 100
Unweighted average (4) 447 34.8 20.4 100

(1): Federal states. Only tax revenues of local government are included, not state taxes.

(2): Includes personal and company income tax revenues.

(3): Personal levy is classified as personal income tax. Data from Central Statistical Office, Zambia

(4) : Unweighted average of 26 OECD countries.

Source: OECD, Revenue Statistics 1965-1998, OECD 1999. Data from the African countries is from the Study on
Fiscal Decentralisation and Sub-National Finance in Relation to Infrastructure and Service Provion in the Sub-
Saharan African Countries, 1998-2000. Uganda: Decentralisation Secretariat, 1997/98. Senegal, Dakar 1997 as
example. Zimbabwe 1997 figures, Swaziland 1998 figures.

Table 2.10: Local” Tax Structures, 1994 (Unweighted Averages, Per Cent)

Taxes (tax English speak- | Nordic countries: | Federal German | Unitary, Europe centre/
sharing receipts |ing: Denmark, speaking: south France, Italy,
included) on: Canada, USA, Sweden, Austria, Spain
New Zealand, Norway, Finland. | Germany,
Australia, UK Switzerland.
Income 1 95 72 18
Property 89 5 14 39
Others 10 - 14 44
Total 100 100 100 100

Source: Revenue statistics. OECD 1996. (See appendix 1).
All levels except central and federal state governments.

The tables also show that the English speaking countries and the Netherlands have local tax
structures dominated by property taxes, while those, for example, of the Nordic countries
emphasise local income taxation.

The local tax structure of the German speaking countries is dominated by the sharing of income
tax. Another feature of these countries, which is also found in the last group of countries, is the
widespread use of “business taxes,” like the “Gewerbesteur” in Germany and the “Taxe
professionelle” in France. They are taxes collected on composite tax bases of items such as the
rental value of buildings and equipment, local payroll and turn over. In the table, they are
classified as by the OECD according to the different tax bases.

In spite of generally accepted economic advantages, the neutrality of the local property tax, and
the buoyancy of the local income tax, changes from one major tax source to another are not
frequent. Introduction of local taxes is politically sensitive, new taxes are difficult to introduce,
and once introduced they are difficult to replace with other local tax sources.
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These are the patterns for the financing of decentralisation in the old OECD countries. These
patterns are found also in the countries having later developed systems of local government
financing. The tentative findings in the African research countries are that the most important
local government tax type is the property tax, with a potential for other types of taxes and
revenues.

In the Eastern European countries in transition, the local tax systems are only in the early stages
of development. The “own” revenue sources consist typically of limited revenue from property
taxes, often with central government restrictions on the local rate, and income tax. The German
model of income tax sharing is widely used. These revenues have left the local governments with
little own revenue. In Japan and Korea, the major tax revenue is property tax, which is also
supplemented with tax sharing receipts.

2.3.5.3 Grants and Local Government Equalisation

2.3.5.3.1 The Vertical Imbalance

In most countries, the central government provides grants to local authorities (see the tables
above). The primary reason is that the state has not allowed local authorities sufficient tax
powers to finance the expenditure assignments of local government; but there are a number of
other good reasons for a certain amount of state grants/transfers to lower levels of governments.

2.3.5.3.2 Grants

Grants offer a good instrument for central government to bring local authorities into the general
macroeconomic management of the economy. Local services like schools and social services
should not bear the brunt of adjustments in stabilisation policies; but, in periods of severe
imbalances, adjustment of such services cannot be avoided, as witnessed by recent experiences
in welfare states like Sweden and Finland.

Grants may also offer instruments to influence priorities in expenditure decisions at the local
level. Firstly, it must be ensured that the grants are transformed into local services and not into
the private wealth of local citizens. (In rich countries, economists have given this phenomenon
the derogatory name of “the flypaper effect”: the money sticks where it hits). Secondly, the
central government wants to be able to influence local priorities so that they conform to central
government priorities. Therefore, some of the grants are commonly designed as special grants
for specific earmarked purposes. In contrast, general grants are for the free use by local
authorities. Thirdly, grants can be used for equalisation purposes: to level out the differences
between the “rich” and the “poorer” local authorities and to stabilise development across the
different regions of a country.’’ Finally, grants can be appropriate to use for adjustment of the
economy in situations when tasks are transferred between the levels of governments (as a kind of
compensation).

37 In Swaziland, it is discussed whether grants can compensate for the fact that the inhabitants from some informal
settlements use the services within certain local authorities(as a form of cost-sharing).
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Specific Grants
In terms of autonomy, grants vary from general grants, designed and distributed by objective
criteria (high), to specific grants, made on a discretionary basis (low).

One way to follow some of the above-mentioned objectives is to use what has been called
specific grants. One example is a grant for capital purposes that can be conditioned so that the
local authority must have prior approval of a project before the grant is given. Grants for
operational expenditure may be automatically conditioned by local spending in accordance with
specific rules, but discretionary grants are known also for operational expenditure, often in order
to promote new kinds of services among local authorities. To compensate for the central lack of
information and to test the strength of local priorities, some local co-financing is often required.

There are several problems with specific grants. Experiences from Chile (grants for schools and
primary health care) and Colombia (matching grants for rural roads) showed that high re-
imbursement rates encouraged spending and became a drain on central government finances.
Subsequently, reimbursement rates were reduced, but the result was that the richest authorities
with the highest fiscal capacity also received the major proportion of the grants. In Chile and
Colombia, this resulted in inequalities in spending *®.

Specific grants require controls, auditing and much bureaucracy. This has been found to result in
inefficient decision-making and to weaken economic responsibility. The Council of Europe
Charter of Local Self-Government, which has now been ratified by a number of countries, states
that specific grants should be changed to general grants. In recent years, reforms have been
introduced in the OECD countries to replace specific grants with general grants.

Grants and Equalisation

The need for grants varies among authorities because their expenditure needs are not the same.
Roads and water supply may be most costly in mountainous regions, and the costs of education
and social welfare may be highest in urban areas. If some uniformity of service levels is desired,
it is necessary to compensate for these extra costs. Furthermore, if local authorities are allowed
some tax powers, it must be taken into account also that tax capacity varies among local
authorities. The method of grant distribution also must compensate for less than average local
tax powers.

The compensation for low tax capacity and high expenditure needs is called local government
equalisation. Systems that consider one or both elements are developed in many countries around
the World *°.

Political critiques are often heard from losers who claim that their country’s system of local
government equalisation is too complicated. There are several reasons why it has to be so.
Equalisation deals with the politically very difficult questions of redistribution; some have to

38 Kiitchiro Fukasaka and Ricardo Hausmann (eds.): ” Democracy, decentralisation and deficits in Latin America”.
OECD Development Center, 1998.

%% In a number of African countries, systems of equalisation are presently under development, e.g. in Uganda and in
Swaziland. The Council of Europe has developed agreed principles for this: “Equalisation of resources between
local authorities”, Recommendation No. R (91) 4 and explanatory memorandum, Council of Europe.
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give to others without getting anything in return. The result is that compromises have to be
reached, and it is often politically expedient to compensate for needs of a petty nature.

Finally, it may be noted that equalisation can be implemented without central government grants
if the so-called solidarity (or “Robin Hood”) model is applied, as it is in Denmark, German
linder, and Sweden. The idea is that the funds needed to support poor authorities are taken from
the rich authorities. The method results in a more complete equalisation than is typical when
grants are used, because the richest authorities are drawn into the system. The disadvantages of
this system are political, and it has resulted in internal tensions between groups of local
authorities. In contrast, grant financed equalisation seems to make everybody happy by some
fiscal illusion, everyone gets something and nobody seems to have to pay. The potential for
conflict built into this method means that it is not a model for countries in need of nation
building, like Canada, China, Russia or Ukraine.

Changing from specific grants to general grants complicates the measure of equalisation of
differences in local expenditure needs'’. The idea of the general grants is to leave the local
authorities to find the most locally efficient solutions. However, this means that the performance
related criteria of the specific grants should be replaced by general “neutral” criteria for grants.

An example is the system inherited by a number of Eastern European countries from the
communist regime. In some countries, criteria for needs are a set of “norms”, a number of which
measure the population and its age groups, but most of which measure the number of services
being supplied. Each client is assigned a norm cost, depending on the kind of institution, all
somewhat below average costs. The equalisation is implemented by paying these amounts to the
local authority producing the service. Some elements of this still exist, and, in some countries,
the measure of local expenditure need for old age care is based on the number of elderly staying
in old age homes.*'

This is quite different from the methods used in most Northern European countries, where the
measures of expenditure needs do not include the number of services but are replaced by
“objective” measures of needs, understood as the cost of the number of expected clients. In the
Nordic countries, the measure for the same need for finance of the elderly care is the number of
elderly people. This leaves it up to each local authority to deliver the desired services to the
elderly people at an appropriate quality and amount.

The problems of finding acceptable objective criteria for measuring expenditure needs as a basis
for grant distribution are formidable. Measures of expenditure needs based on objective criteria
tend to be complicated. Furthermore, local authority needs may be so different that a comparison
may not be possible, the problems being typically in the extremes — the needs of small, thinly
populated rural authorities measured against needs of large urban authorities.

“ This is especially a problem in developing countries where data is very restricted/limited.
*!' In Bulgaria, a number the criteria for expenditure needs are based on the number of places in different social
institutions.
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The more functions that are delegated to local authorities, the more factors that must be con-
sidered and the more complicated the formula becomes. Therefore, the system can easily
becomes a target for criticism, especially from the contributing local governments.

It can be seen that the design of the measure of expenditure needs is closely related to the choice
between specific and general grants. The move towards general, objective criteria — as well as to
general grants — must depend on the local capacity to administer and produce services. When
these conditions are satisfied, gains in efficiency should be possible by shifting to general grants
and objective criteria of needs, and this way leaves more discretion to the local authorities.
Ideally, the design of grants should both support poorer areas and encourage revenue
mobilisation and cost efficiency.

Procedures for Distribution

Besides the above-mentioned conditions, it is equally important for local authorities to have a
clear knowledge and understanding of the principles, timing and organisation of the grant
distribution process. In some countries, local authorities know of the grants 6 months before the
budget year and the distribution is 100% transparent, while in other countries grants are insecure,
non-transparent and transferred very late in the budget year with non-stable instalment rates.

Tax Capacity and Tax Effort and Links to Transfers
When local authorities are allowed their own tax collection, and significant tax sources are made
available, the need for equalisation of the tax base arises as well.

The difficulty of measuring and comparing differences in the tax capacity of local authorities is
first the role of the local authorities themselves in improving their tax capacity. If this is not
controlled, equalisation gives adverse incentives for local tax efforts. For example, in China, one
of the most pressing problems is the question of how to control that the apparent low tax capacity
of certain provinces is not the result of the lack of effort by the local tax administration. For this
reason, it is important to develop incentives for local authorities to collect taxes and at the same
time secure certain equal financial possibilities across local governments to increase revenues
and to balance the finance with the needs. Local efficiency in tax collection should not be
punished by a reduction of the grants from the central government *.

2.4 Concluding Remarks

The above analysis of some of the indicators of decentralisation showed that many different
models have been pursued around the world to set up the optimal financial system of local
government and an appropriate regulatory and institutional framework for local government
service provision and infrastructure. The analysis showed a trend in the direction of de-
centralisation, but with a great variation of methods and strategies. The following chapters con-
tain the main findings from the country study Zimbabwe.

2 In some countries(for example, Latvia), there are instances where the system has provided the local authorities
with incentives to increase the tax exemptions from property tax, thereby reducing the total revenues.
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Appendix No. 1 (to Table No.2.2): Local Tax Revenues as per cent of GDP, 1997

Income  Proper- Other Total local taxes
tax (2) ty tax taxes

Sweden 15.8 0 0 15.8
Denmark 14.4 1 0 154
Finland 9.9 0.4 0 10.3
Norway 7.0 0.7 0 7.7
Japan 3.8 2.2 1.1 7.1
Iceland 5.9 1.1 0.5 7.5
Switzerland (1) 4.4 0.8 0 5.2
Czech Rep. 4.0 0.2 0.2 4.4
Austria (1) 2.6 0.4 1.7 4.7
France 0.7 1.5 2.3 4.5
Spain 1.4 1.9 2.1 4.4
Korea 0.5 2.3 1.2 4.0
USA (1) 0.2 2.7 0.8 3.7
Canada (1) 0 2.8 0.4 3.2
Poland 2.2 1.2 0.3 3.7
Germany (1) 2.1 0.6 0 2.7
Turkey 1.1 0.1 2.3 33
Luxembourg 2.6 0.2 0 2.8
Belgium (1) 1.9 0 0.3 2.2
Portugal 0.4 0.8 0.8 2
Italy 0.5 0.9 1.3 2.7
New Zealand 0 1.8 0.2 2
Hungary 0 0.4 1.2 1.6
United Kingdom 0 1.4 0 1.4
Netherlands 0 0.8 0.5 1.3
Australia (1) 0 1 0 1
Ireland 0 0.7 0 0.7
Greece 0 0 0.3 0.3
Unweighted average 2.9 1.0 0.6 4.5
Zambia 0.03 0.07 0.09 0.2
Senegal 0.8
Ghana N/A N/A N/A N/A
Uganda 0.54 0.11 0 0.65
Swaziland 0 0.5 0 0.5
Zimbabwe 0 0.8 0 0.8

(1): Federal country. Figures include only taxes at the local level.

(2): Personal and company income tax.

Source: OECD 1999, Revenue Statistics 1965-1998. Zambia figures (1997): Ministry of Finance and Central
Statistical Office. Swaziland: 1998 figures, Study 1999. Senegal 1997 figures, Study 1999. Uganda: Figures
1997/98, Study 1999. Ghana 1996, Study 1999. Zimbabwe 1997 figures, Study 2000. Alle figures from
African countries are from the Study on Fiscal Decentralisation and Sub-National Governance Finance in
Relation to Infrastructure and Service Provision.
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Appendix No. 2 (to Table 2.2): Origin of the Resources in Local Budgets

Local Fees and Trans- Capital Other
taxes charges fers raising

Albania 2.5 3.0 94.0 0 0.5
Austria 16.3 21.0 43.7 10.0 9.0
Belgium 40.8 6.0 44.3 0 9.0
Bulgaria 1.0 10.0 78.0 2.0 9.0
Cyprus 25.0 33.0 30.0 12.0 0
Czech Republic 16.0 12.0 45.0 11.0 16.0
Denmark 52.2 22.3 24.5 0 1
Estonia 0.1 0.9 91.0 2.0 6.0
Finland 39.5 24.0 28.4 5.6 2.5
France 42.0 8.0 29.0 9.0 12.0
Germany 35.0 4.0 32.0 7.0 0
Greece 27.0 8.0 63.0 2.0 0
Hungary 13.0 8.2 63.6 6.7 8.5
Iceland 16.0 21.0 57.0 0 7.0
Ireland 64.2 18.0 54 4.6 7.8
Italy 31.0 11.0 42.0 7.0 10.0
Latvia 65.0 1.0 29.0 0 5
Lithuania 6.4 0 87.3 0 6.3
Luxembourg 32.9 249 33.2 8.0 0
Malta 0.5 0 97.8 0 1.7
Netherlands 15.0 2.0 83.0 0 0
Norway 47.5 12.8 36.2 0 3.5
Poland 21.0 7.0 60.0 0 12.0
Portugal 23.0 10.8 49.5 7.5 9.4
Romania 5.0 16.0 79.0 0 0
Russia 22.0 2.5 72.5 0 3.0
San Marino 0 0 31.0 69.0 0
Slovakia 10.0 9.0 39.0 5.0 37.0
Slovenia 6.8 13.9 79.3 0 0
Spain 29.8 18.5 27.1 14.9 9.7
Sweden 56.0 15.0 20.0 0 9.0
Switzerland 46.0 24.0 18.0 3.0 9.0
Macedonia 62.3 28.8 1.5 0 7.4
Turkey 4.8 20.9 48.9 0 25.5
United Kingdom 25.0 11.0 53.0 8.0 4.0
Average 25.7 12.2 49.0 5.6 6.9
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Zambia 29.8 37.3 34 0 29.5
Senegal 41.1 20.5 12.4 0.5 25.5
Ghana 17.8 17.6 63.8 0 1.0
Uganda 14.5 4.9 65.5 0 15
Swaziland 67.3 52 16.7 52 5.1
Zimbabwe 21.4 34.8 333 4.3 6.2

The table is drawn up on the basis of reports by members of the group of experts, the work by the DEXIA and in absence of any
such figures, on the statistics included in a so-called CDLR report. Paper from a working group on “The European Charter of
Local Self Government”, Strasbourg 21 October 1997, Finances of Local Authorities (implementation of art. 9 of the charter).
The figures from African countries were collected during the study on Fiscal Decentralisation and Sub-National Finance in
Relation to Infrastructure and Service Provision in Sub-Saharan Countries, 1998-2000. Zambia: Average 1994-98 figures: Source:
Central Statistical Office. Senegal 1997 estimates, Local taxes for Senegal are composed of own taxes: 39.7% and shared taxes:
1.5%. Uganda: Figures 1997/98. Swaziland: 1998 figures. Zimbabwe 1997 figures, Ghana 1996 figures from 6 sample SNGs.
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CHAPTER THREE

THE CONTEXT OF SUB-NATIONAL GOVERNANCE IN ZIMBABWE

3.0 General introduction to Zimbabwe

Zimbabwe is a multi-party democracy and attained its independence from Britain in April
1980 following a 13-year war of liberation. Occupying some 390,757 square kilometres in
south central Africa, the country is bounded by Mozambique to the east, Zambia to the north
and northwest, South Africa to the south and Botswana to the southwest. The country is
landlocked, lies wholly within the tropics and is part of the great plateau, which traverses
Africa.

The country has a population of 12.4 million people (1999 estimate), about 31% of whom
live in urban areas. The majority of these reside in Harare, the capital city, in the nearby
Chitungwiza, which mainly accommodates Harare’s industrial workers, and in Bulawayo,
Zimbabwe’s second city. English is the official and business language of the country while
the most widely spoken vernacular languages are Shona and Ndebele. A summary of the
basic information on Zimbabwe is included in Table 3.1.

Table 3.1: Basic information on Zimbabwe (Source: Zimbabwe Investment Review,

1992 Census Report)

Land area

390 245 square kilometres

Population

11.8 million (1997 estimate)

Population growth rate

2.5 percent (1997 intercensal)

Population density

31.77 people per square kilometre

Rural areas

1969; 82%, 1982; 76%, 1992; 70%,
1997;68

Urban areas

1969; 18%, 1982; 24%, 1992; 30%,
1997;32

Religion 90 percent Christian (estimate)
Capital city Harare

Second largest city Bulawayo

Languages English (official), Shona, Ndebele

Neighbouring countries

Zambia, Botswana, Mozambique, South
Africa

Climate

Sub-tropical/ Savannah

Political system

Multi-party parliamentary democracy

Economic Growth Rate

1995: 2.5%; 1996: 7.2%; (Actual) 3% -
1997

Currency

1 Zimbabwe Dollar = 100 cents

Measures

Metric system

Time

GMT + 2 hours
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Zimbabwe is well endowed with natural resources including minerals, wild life and arable
land. Agriculture is the backbone of the country’s economy and directly and indirectly
provides more than 50% of total employment in the country, over 26% of it formal, and
contributes over 15% of the Gross Domestic Product (GDP). Commerce, comprising

construction, distribution, transport and financial services is the largest sector of the economy

and accounts for over 40% of GDP. Table 3.2 summarises economic performance of
Zimbabwe since 1965.

Table 3.2 Summary of Economic Performance of Zimbabwe 1965 — 1996

Average Average Per
GDP Growth Capital Development Strategy
Per Annum Income
(%) Growth
Per Annum
(%)
1965 - 4,7 1,7 Growth driven by import substitution
1979 and industrialisation along with some
diversification in agriculture and mine.
Economy went into reverse in the mid
1970s, as the liberation struggle
intensified and the economy suffered
from shocks — most notably sharp
increases in oil prices.
1980 — 4,3 1,1 After a brief boom in 1980 — 81, the
1989 economy slowed in the face of adverse

exogenous shocks — drought and
depressed primary product prices.
Import substitution lost momentum and
increased government intervention and
controls in pursuit of the growth with
equity policy, discouraged investment
which was seriously constrained by
inadequate foreign exchange. In the late
1980s export incentives were introduced
in an effort to alleviate the foreign
exchange crisis.
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1990 —
1996

1,8

-1,3

Economic Structural Adjustment

Programme (ESAP) introduced in 1991.

To be implemented from 1991 to 1995

and achieve the following targets.

= 5% growth of GDP per annum

= Arise in investment to 25% of GDP

= Export growth rate of 9% per year

= Reduce budget deficit to 5% of
GDP from 10.4%

= Reduce inflation from 17.7% in
1990 to 10%

= A 25% reduction of the civil service

= Reduce direct subsidies from Z$629
million in 1990/91 to Z$60 million
in 1995

Despite increased investment and

impressive growth of non-traditional

exports, real living standards declined.

Most macro economic targets were

missed, inflation accelerated,

unemployment and poverty increased. A

new economic reform programme

(ZIMPREST) was launched in May

1998, but its macro economic targets

have been missed.

Source: Zimbabwe Human Development Report 1999.

In May 1998, the Central Government launched the Zimbabwe Programme for Economic

and Social Transformation (ZIMPREST), which will be operational until year 2000. Some of

the targets of ZIMPREST are summarised in Table 3.3.

Table 3.3 ZIMPREST targets

Indicators/Targets 1998 1999 2000
GDP growth per annum (%) 6,3% 6,1% 6,3%
Inflation (%) 22 18,5% 8
Budget Deficit per annum 7.9% 6 5
Employment (millions) 1.33 1.39 1.46

Source: Poverty Reduction Forum 1999-12-23

Table 3.4 Zimbabwe’s GDP (at factor cost)

1992 1993 1994 1995 1996

Total Z$
At current prices 31,321 38,803 50,837 59,449 76,242
At constant (1990) prices 18,881 19,265 20,284 20,237 21,696
Real change (%) -5.5 2.0 5.3 -0.2 7.2
Per head (Z$)
At current prices 3,009 3,626 4,605 5,223 6,402
At constant (1990) prices 1,814 1,801 1,837 1,778 1,822
Real change (%) 8.6 -0.7 1.9 3.2 2.5
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In his year 2000 budget, the Minister of Finance indicated that the Zimbabwean economy

had experienced slow growth, 1,5 percent in 1998 and an estimated 1,2 percent in 1999. The
reason being high inflation, which was 44,6 percent in December 1998 and currently
estimated at close to 70 percent. Other problems cited by the Minister were high interest rates
and foreign currency shortages. Commercial lending interest rates have increased from 40,5
percent per annum in January 1999 to above 60 percent in December 1999. This has made
the cost of money to be unaffordable for investors. In 1998, there was a deficit of US$204
million in the balance of payments. In June 1999, Central Government debt stood at $146
billion or 67,7 percent of GDP, and domestic debt was estimated at $21,6 billion*.

The slow growth in the economy has also had a negative impact on local authority revenue
mobilisation and the provision of infrastructure. High inflation means that ratepayers are
struggling to pay rates and tariffs and will always try to stop local authorities from increasing
the tariffs. High cost of borrowed money means little or no investment from the private
sector resulting in loss of potential rates and other revenues to local authorities. Shortage of
foreign currency also means that it is now difficult for local authorities to import machinery
and equipment without donor funds. These problems, which have trickled down to local
authorities, mean that it is becoming very difficult to provide infrastructure.

Zimbabwe has a highly developed banking and financial infrastructure with several
commercial banks, merchant banks, lease and hire purchase finance houses, building
societies and a post office savings bank. These institutions fall under the supervision of the
Reserve Bank of Zimbabwe, and they offer a wide range of financial services covering
banking, leasing and hire purchase financing, mortgage finance, gilts and semi-gilts. The
financial sector, in line with the economic reforms, has been de-regulated to encourage
greater competition and to limit control in areas such as interest rates and inter-bank foreign
exchange rates, which are now determined by the market.

The country has over 60 direct insurers, professional re-insurers and insurance brokers who
operate life and non-life funds. The Zimbabwe Credit Insurance Corporation underwrites
political risk and commercial risk including insolvency of buyer, non-payment of undisputed
debt by buyers and failure or refusal by the buyer to accept delivery of goods.

The highly developed banking and financial infrastructure has a huge potential for the
provision of funds for infrastructure development, but only if local authorities improve their
credit worthiness.

Labour relations are governed by the Labour Relations Act 1986, which has been amended,
as part of the economic reform programme, to allow for mutual employer/employee
negotiations on terms and conditions of service including salaries and wages, discipline,
retrenchment and “hiring and firing”. Such negotiations are conducted under the overall
auspices of National Employment Councils, which comprise management and workers
representatives. The government acts as an arbitrator when there is an impasse.

* Year 2000 Budget Speech: as reported by The Chronicle of 22 October 1999.
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While labour issues in the private and public sector are clearly laid down in the Labour
Relations Act and the Public Service Act, respectively, there is still confusion in the Local
Authorities. For instance, at the moment provisions of the Urban Councils Act, Rural District
Councils Act and Labour Relations Act are being used. However, the Urban and Rural
District Councils’ Acts do not provide detailed procedures in respect of recruitment,
selection, promotion and handling of grievances for junior and lower rank council

employees. In consequence, procedures for recruiting and firing senior officer are
cumbersome.

Zimbabwe has embarked on a Land Reform Programme, which is intended to redistribute
land to the majority of its landless citizens. The government has expressed a commitment to
an orderly and transparent land reform programme, which does not disrupt agricultural
production and undermine investor confidence. The government, through the programme,
intends to acquire five million hectares of land to resettle up to 100 000 families.

Rural district councils are the ones that will carry the responsibility to plan and provide most
of the infrastructure required: for instance, schools, water supply and roads. This entails rural
district councils employing civil engineers and planners to effectively manage and provide

the infrastructure.

Zimbabwe is governed under a constitution, which was negotiated at Lancaster House in
London in 1979 — 80. The Constitution has been revised several times since Independence
and is due for a major revision following the submission of recommendations on a new
constitution by the Constitution Review Commission. The current constitution does not refer
to the local government in Zimbabwe. The only sections which refer to institutions closer to
local government that there shall be chiefs (traditional leaders) to preside over the tribes
people in Zimbabwe and Section 111(a) which refers to provincial, district or regional
governors. It states that for the better administration of Zimbabwe, through an Act of
Parliament the President may appoint governors for any areas within Zimbabwe. At present,
the President appoints provincial governors for each of the eight provinces in the country.

3.1 Government structure

The Government in Zimbabwe is mainly divided into central and local government. Local
government comprises rural district councils and urban councils (i.e. city, municipal town
councils and local boards). Between central and local government there is the provincial
council, which is largely a central government co-ordinating structure. Figure 3(a) illustrates
the intergovernmental relations.
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Figure 3(a) Intergovernmental relations

Figure 3 (a) Intergovernmental relations

Central Government

8 Provincial Councils

57 Rural District Councils | |5 City Councils

11 Municipal Councils
4 Town Councils

4 Local Boards

3.1.1 Central Government

Central government is led by the executive president, and more than 20 Ministers assist the
president to run the country. The policy-making body in central government is the Cabinet,
which comprises all the Ministers (excluding deputy Ministers). Each Ministry is staffed by a
permanent body of civil servants (i.e. permanent, deputy and assistant secretaries and senior
administrative officers). The senior civil servants (who are the Ministry’s managers) are
based in Harare. They are supported by provincial, district and field staff, who account for
their activities not to the local authorities but to the Ministry’s “managers” in Harare. Key
ministries in terms of infrastructure and service provision in local government areas are as
follows:

«  Ministry of Local Government and National Housing: - The ministry is in
charge of local authority establishment, administration and management. It
provides guidelines and standards for housing, infrastructure and service
provision as well as town planning, for both rural and urban areas. The
Ministry is also responsible for the management of state land through the
Urban State Land Office. Local authorities reports to this Ministry.

«  Ministry of Rural Resources and Water Development - The Ministry is in
charge of the planning, allocation and provision of water, through the
Department of Water. It is also responsible for the provision of water, roads
and other services in rural district council areas through the District
Development Fund (DDF). Local authorities deal with this Ministry quite
often.

«  Ministry of Transport and Energy - The Ministry is the road authority in the
country, hence it controls grants for the provision and maintenance of state
roads or other declared roads within local authority areas. It issues vehicle
licences and public transport operators’ licences. The whole energy sector
(including electricity) is controlled by the Ministry, hence local authorities
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have to deal with the Ministry or government agencies under it (e.g. ZESA)
quite.

«  Ministry of Education, Sports and Culture - This Ministry is responsible for
approving the establishment of both primary and secondary schools. It
provides grants for meeting part of the schools running costs and pays teachers
(whether or not the school belongs to central government or the local
authority). The Ministry has to authorise increases in school fees and
development levies.

«  Ministry of Health and Child Welfare - The Ministry has to approve the
establishment of any health facility, and the employment of health personnel.
In smaller local authorities, the Ministry pays health staff working in local
authority clinics through grants. As a result, local authority staff are
answerable to both the local authority and the district medical officer (who is a
central government employee). The Ministry has to approve fees charged at
local authority clinics. It also controls general health standards in the country.

«  Ministry of Mines, Environment and Tourism - This Ministry is in charge of
the mining towns and settlements through the Mining Commuissioners. It is also
the local planning authority for areas of tourist attraction like national parks,
game reserves, sanctuaries and forest areas through the National Parks and
Wildlife Department and The Forestry Commission.

«  Ministry of Lands and Agriculture - This ministry is largely involved in peri-
urban and rural areas. The Ministry is responsible for land acquisition for
resettlement and other rural uses. It is also involved in land use planning in
rural areas, and also the establishment of small to medium dams and irrigation
schemes, as well as agricultural extension through Agritex.

Other key central government agencies and departments are the Surveyor General’s office,
Deeds Registrar’s office. The two offices are responsible for land survey plus registration and
land transfers respectively. The Post and Telecommunications Corporation is responsible for
postal services and telephone systems.

It is therefore important to note that some of the typical local authority functions are still
performed by central government through its line Ministries.

3.1.2 Provincial councils

There are eight provinces in Zimbabwe, namely Mashonaland West, Mashonaland East,
Mashonaland Central, Manicaland, Midlands, Masvingo, Matebeleland North and
Matebeleland South. Harare and Bulawayo are also provinces in their own right, but do not
have provincial councils. Provincial councils have been established through the provisions of
the 1985 Provincial Councils and Administration Act. Each provincial council is chaired by
the governor. Governors are politicians appointed by the country’s president to spearhead
development in each province. A provincial council is not a local authority, but it is
technocratic structure chaired by a politician to co-ordinate activities of line Ministries as
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well as local authorities. Line Ministries and local authorities are represented in the
provincial council. The provincial administrator is a civil servant who manages the affairs of
the provincial council and he reports both to the Minister of Local Government and National
Housing and the provincial governor (whose position is that of a Minister).

Up to now the position of a provincial council remains as confusing as it was when they were
established. For instance, a provincial council is not a local government structure, but is a co-
ordinating structure which co-ordinates central government activities. However, the
provincial council does not control any budget, and only influences development through
lobbying. Urban councils are not fully integrated in this structure because their link with
central government is through the Ministry of Local Government and National Housing.
Rural District Councils deal with the provincial council more often because of their heavy
reliance on central government funding. As a result, most of the issues handled at provincial
council meetings are more to do with rural than urban areas, further discouraging urban local
authorities’ attendance.

3.1.3 Urban local governments

The Urban Councils Act does not define the word urban. However, in the 1992 population
census report, an urban area is defined as:

« A designated urban area in terms of law; and

- places which have the following characteristics:

« 2500 inhabitants or more,

- compact settlement pattern and

- the majority (more than 50%) of the employed persons engaged in non-

agricultural occupations.

Whilst many small centres and mining towns are defined as urban in terms of the 1992
population census criteria, they remain under the administration of rural district councils. g
For any centre to fall under the premises of the urban Councils Act, the President has to
declare it as a local government area, town or city using the following procedure outlined in
Section 14 of the Act:

« A growth point, unincorporated urban area, local board, town or municipal
council may apply to the Minister in the form and manner prescribed for a
change of its Status.

«  The Minister shall consider any application made to him and, if he decides to
grant the application, shall take the following steps to effect change of status:

- appoint, at the expense of the council, a commission to consider the matter
and make recommendations;

- after the appointment of the commission, announce the fact in the
Government Gazette and in three issues of a newspaper, and invite
representations over a 30 days period from the first publication;

72



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

- if there are no objections to the establishment of the commission, it then
starts its work, guided by the first schedule of the Urban Councils Act, and
it reports to the Minister of Local Government;

- after receiving the report, the Minister tables it in Parliament for approval,
and

- once approval by Parliament, the report is submitted goes to the President
who may then declares the new status by proclamation in the Government
Gazette.

Therefore, growth points like Mount Darwin and Gutu, which have not been declared by the
President as towns, remain under the administration of the rural district councils (which are
generally rural local governments). Urban local governments are divided into city, municipal
and town councils as well as local boards.

However, the distinction between a municipal and city council is not clear, because of
similarities in administrative structures, local service provision and functions. In reality,
municipal status is transitional. It is a status through which a town aspiring for city status can
prepare itself before it is accorded the relatively autonomous city status.

For any municipality to become a city council, a commission of inquiry has to be appointed
by the Minister of Local Government and National Housing to assess whether or not the
municipality qualifies for city status. To arrive at a decision, which it recommends to the
Minister, the commission uses a combination of criteria relating to the level of urbanisation
and schedule clearly outlines that the commission has to take into account:

- population size, density, growth and distribution;
- employment growth and opportunities;
« total evaluation of property;

- significance of the municipality as a cultural, commercial, industrial and
recreational centre; and

- the managerial and administrative capacity of the municipality.

If the commission satisfies the Minister that the municipality is ready for city status, the
Minister recommends Parliament’s approval. Once approved by Parliament, city status can
then be declared by the President. One a municipality is declared a city council:

. Staff salaries can be upgraded.
« Due to a large tax base, significant financial autonomy is achieved.
- Highly qualified staff can be attracted due to higher salaries.

«  Due to improved management capacity, land acquisition and planning can be
handled in-house.
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A. City councils

There are five city councils in Zimbabwe namely: Harare, Bulawayo, Gweru, Mutare and
Kwekwe. Kwekwe is the only urban centre that has attained city council status since
independence (1980). The policy, management and administrative structures for city councils
are provided in the Urban Councils Act (Chapter 29:15), are as follows:

«  The Council

- Management committees
- Executive mayor

- Town clerk

«  Department heads

Section 38 of the Urban Councils Act states that every council area shall be governed by a
council. Every city council comprises an executive mayor (who is elected by the city’s
inhabitants and chairs all council functions and meetings), as well as locally elected
councillors. In order to discharge its duties efficiently and effectively, each city council is
required by 5.92 of the Act to establish statutory committees, which then exercise delegated
responsibilities, in running councils’ affairs, as follows:

. Executive Committee;

. Finance Committee;

- Health and Housing Committee;

- Environmental Management Committee;
- Audit Committee; and

« Procurement Board (Section 210 of the Urban Councils Act).

In addition to the statutory committees, city councils are free to establish any other
management committees that they feel are necessary for the good management of council’s
affairs.

Section 38 read together with Section 64 of the Urban Councils Act, vests the control and
administration of every city council in the executive mayor, subject to the general control of
the city council. The town clerk, who is the top city manager, reports to the mayor. On
technical and management issues, the town clerk is supported by heads of departments, who
are experts in their fields.

Sections 131 to 134 provides for the following senior officials to be employed by each city
council:
. Town clerk;

- Chamber Secretary (responsible for administrative and secretarial services to
council; and
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«  Deputy Town Clerk and heads of departments (e.g. City treasurer, city
engineer etc).

B. Municipal councils

In Zimbabwe there are eleven municipalities namely: Chitungwiza, Kadoma, Masvingo,
Chinhoyi, Marondera, Chegutu, Redcliff, Kariba, Bindura, Victoria Falls and Gwanda. These
mainly comprise large towns which are either strategically located or provincial capitals. As
a result, they have reasonably large economic and revenue bases, although all of them are
struggling to finance and maintain infrastructure within their areas of jurisdiction. The policy,
management and administrative structures of municipalities are the same as those of city
councils. The difference between municipalities and cities is determined by size of the
population rateable property, employment business generated and infrastructure provision. It
should also be noted that although cities are bigger than municipalities the divisions are
largely dependent on the commission established in terms of section 14 of UCA.

C. Town councils

There are four town councils in Zimbabwe namely Zvishavane, Karoi, Rusape and Shurugwi.
These are small towns that are district administrative and service centres. For any urban
centre to become a town council, it should have at least six urban wards (councillors). The
policy, management and administrative structures of town councils are slightly different from
those of city and municipal councils and, in order of seniority, are as follows:

« Town council
- Management committees
« Town secretary

«  Department heads

A town council is composed of locally elected councillors, one for each ward. The
councillors then elect a council chairperson from amongst themselves. The council
chairperson has no executive powers such as those are conferred on the executive mayor.
Town councils have management committees similar to those in city and municipal councils,
in terms of functions and composition.

The management team in any town council comprises the secretary to the town council, who
is the top manager, and the departmental heads, who are managers in their specialised fields.
The secretary reports directly to the town council (not the chairperson because, in town
councils, the authority to run affairs is vested in council not the chairperson).

D. Local Boards
There are four local boards in the country, namely Ruwa, Chirundu, Hwange and Epworth.

Local boards are administered and managed by ministerial appointees or elected councillors
depending on what the Minister considers appropriate. Local boards come into existence
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when an area is declared a local government area, due to its need for a special type of
administration and management structure. Once a local board is appointed it becomes both a
policy and management institution. However, the Minister of Local Government has to
approve many aspects of the management of local boards. For example, the number of
management committees and departments has to be approved by the Minister. Hence, in a
sense local boards areas are directly administered by central government through the Minister
of Local Government. The administrative secretary is the most senior manager and reports to
the local board

3.1.4 Rural local governments

Rural area in Zimbabwe are divided into communal lands (formerly district council areas),
resettlement and commercial farming areas (formerly rural council areas), and protected rural
lands which include forest land, national and recreational parks, safari area and sanctuaries.
Rural District Councils are the local authorities for the former district and rural council areas.
The Ministry of Mines, Environment and Tourism is the local authority for the declared
protected rural lands. Through the provisions of the Rural District Council Act of 1988, rural
and district councils were amalgamated to form 57 rural district councils in 1993. Each Rural
District Council comprises councillors who are elected by inhabitants at ward level in the
district. Each council establishes committees, which deal with specific delegated
responsibilities. The Council itself deals with policy issues. It is supported by staff who deal
with technical and managerial aspects, and the chief executive officer is the top manager.

However, as things now stand, there is potential conflict between the district administrator
(former chief civil servant in charge of the district councils) and the chief executive officer of
the councils. Currently, central government is using the district administrator to co-ordinate
activities of line Ministries as well as to monitor and supervise rural district councils. This
means that central government activities are not co-ordinated by rural district councils,
making the district administrator more powerful than the chief executive officer.

In terms of Section 60 of the Rural District Councils Act, the district administrator should
preside at all rural district development committee meeting. The functions of this committee
include the annual preparation of the annual district development plan. Although the rural
district development committee is one of the rural district council committees, the chief
executive officer and council itself play a very small role in the committee’s proceedings
because this committee is dominated by line government Ministries, which control their
individual budgets. While the district administrator presides over the preparation of the
annual district development plan he/she has no control in the development of the budgets of
line ministries or rural district councils. Below the rural district council there is a ward
development committee.

It is important to note that Central Government is now bringing back traditional leaders into
rural district council structures through village and ward assemblies, which will replace ward
and village development committees. This move has been necessitated by the fact that
grassroots communities respect the traditional leadership more than the political committees.
However, it is not yet clear when these new structures will be put in place.
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3.2 The government’s policy, objectives and strategies on sub-national
government finance and development of local authority governments

3.2.1 Background

The economic performance of Zimbabwe has been divided into the following periods (please
refer to table 3.2 for details):

« 1965 - 1979, which was mainly characterised by import substitution through
industrialisation and diversification in agriculture and mining;

« 1980 — 1989, a period characterised by central government controls and
interventions to achieve growth with equity;

« 1990 - 1996, a period characterised by liberalisation and deregulation of the
economy as well as the reduction in central government employees and
subsidies; and

« 1998 to the present, during which liberalisation and deregulation continued,
but the effects of previous policies (e.g. that it is not sustainable to implement
centralist policies) began to be felt.

The legislation background is as follows: Before independence in 1980, sub-national
governments were divided into the following categories:

«  African Councils were established in terms of the African Councils Act of
1957, and they comprised appointees in charge of the administration of the
tribal trust lands (currently known as communal lands). The district
commissioner was the top manager. African councils were given authority to
impose rates, tariffs and make bye-laws as well as exercise powers comparable
to those of a town council. Hence, they had authority and relevant autonomy to
raise revenue from the local population through various fee and taxes (e.g. hut
tax, dog and bicycle licences).

+  Rural Councils were established in terms of the Rural Councils Act. These
were responsible for the administration of commercial farms. The council
comprised elected councillors, and the Chief Executive officer was the top
manager. The councils were given authority to charge rates and fees and were
general financially stable.

Urban councils were established in terms of the Urban Councils Act, and were divided into
city, municipal and town councils including local boards. Each urban council was divided
into two: the European and African areas. The urban council was largely responsible for the
European area (which comprised the low and medium density suburbs and the town centre).
African areas mainly covered African townships (high density suburbs), and the township
superintendents were in charge. The two areas had separate accounts and revenue bases. In
terms of expenditure most of it was in European areas, hence they had high quality
infrastructure. African areas comprised rented accommodation and poor infrastructure.
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At independence in 1980, central government was more concerned with the promotion of
socio-economic development and the reduction of inherited inequalities. To address these
issues, in 1981 central government came up with the “growth with equity” policy. Some of
the principles outlined in this policy are:

- Provide, improve and extend the basic economic and social infrastructure so as
to save adequately the Zimbabwean urban and rural economy;

- Provide, improve and extend social services to lower income groups in the
urban and rural areas and consider possible schemes of social security services
where they do not exist; and

- Reform the fiscal and monetary systems in order to achieve greater equity and
efficiency.

During the 1980 and 1989 period central government chose to focus on areas which were
neglected by the 1965 to 1979 policies and strategies. The tribal trust lands (communal lands)
and the high-density suburbs in urban councils became the areas of focus.

In 1980, 220 African councils were replaced by 55 district councils under the District
Councils Act. Under the Act, central government had responsibility to administer communal
lands and resettlement areas through the district councils. District administrators (civil
servants) were appointed to run district councils. The district councils did not have any
autonomy, because central government funded the projects and provided technical expertise
through line Ministries.

Rural councils were left to administer commercial farming areas using the Rural Councils
Act of 1961. Central government did not commit any resources to the rural councils because
they were generally self-sufficient and could afford to borrow from the Public Sector
Investment Programme, General Development Loan Fund and the Housing Loan Funds*.

In urban council areas, government came up with a one city concept. European and African
areas were amalgamated to create one urban council for each town. Central government
chose to focus on former African areas (i.e. high density areas). It then stipulated through
policy and legislation that:

- All tariffs, fees and supplementary charges (i.e. property tax) in high-density
areas were to be approved by the Minister of Local Government through a
statutory instrument.

«  All urban councils had to have one council comprising representatives from
high density areas and other parts of the town.

«  Urban councils were to channel substantial resources to high-density suburbs
for the development of housing, infrastructure and social facilities.

«  Urban councils were to introduce home-ownership policy in high-density
areas.

* Which are government loan funds that are used to finance capital projects in sub-national government areas.
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Although all urban councils remained operational under the 1973 Urban Councils Act,
universal suffrage was introduced in every town.

Low cost housing and associated infrastructure and social services were identified as the
most required. In order to provide low cost housing central government channelled resources
in the following manner:

- Loan guarantees were made available to home seekers through the
Government Housing Guarantee system and local authority guarantees.

- National Housing Fund loans were allocated to all local authorities.
- Building society loans were extended to low-income beneficiaries.

- Additional funds for housing investment were generated from the tax-free paid
up permanent shares in building societies.

- Employer assisted home-ownership housing was encouraged.

Donor organisations like USAID and the World Bank supported many central government
programmes in urban local authorities. For instance in 1982, the government of Zimbabwe
embarked on a programme to provide housing for approximately 18 800 low-income
households. The USAID Mission in Zimbabwe and the Regional office of Housing and
Urban Development in East and Southern Africa supported the programme through two
Housing Guaranty loans of US$25 million each and a grant of US$0.75 million for technical
assistance, training and commodities. Central government contributed US$23 million.

On completion in 1987 the programme had provided 19 360 serviced residential plots, 17
000 house construction loans and a variety of community facilities (primary and secondary
schools and local markets with public toilets). The urban centres that benefited are Harare,
Chitungwiza, Marondera, Kadoma, Chinhoyi, Redcliff, Chiredzi, Chipinge, Bindura and
Gwanda. This programme influenced central government housing policy, in particular by:

e lowering minimum housing standards, which resulted in increased affordability of the
units by low-income households;

. acceptance and adoption of a self-help approach to housing delivery; and

e establishing mechanisms for the involvement of the private sector building societies in
providing mortgage finance for low-income households.

Local authorities accessed the above funds through borrowing from the National Housing
Fund. The World Bank supported the Urban I project under Loan No. 2445-zim, which was
implemented between 1984 and 1989. When the project ended, a total of US$95 million had
been spent on infrastructure and housing finance. The project delivered 18 185 serviced
residential plots in Harare, Masvingo, Marondera and Mutare. The policy influence of the
project was similar to the USAID project.

Donor supported programmes influenced government policy to involve the private sector in
the provision of housing and the associated infrastructure and social services. However,
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during the 1980 to 1989 period, central government remained very active in the funding of
infrastructure and local authority development of district councils. In 1984, the then Prime
Minister gave a directive for the establishment of ward and village development committees
in every district council. A village comprised one thousand people, while a ward was made
up of 6 villages. Each ward had to elect a councillor who represented it at the district council
level. The ward councillor chairs the ward development committee. Similarly, at the village
level, a development committee was elected locally. These structures were created to allow a
“bottom-up” process in development and needs assessment. However, the district council
remained the sub-national government. The 1984 directive was legislated in 1985 through the
Provincial Councils and Administration Act, which also created the provincial councils
responsibilities for the co-ordination of development programmes in the province. Provincial
councils are made up of government Ministries and departments representatives and are
chaired by a provincial governor appointed by the President.

The Provincial Councils and Administration Act also provided for the preparation of five-
year and annual integrated development plan at the district and provincial levels. It should be
noted that the structures created did not give anatomy to the district and provincial councils
in terms of revenue mobilisation or expenditure but entrenched central government
involvement. For instance, central government took over the building and running of
educational and health facilities in district councils. It also took charge of the provision of
infrastructure like water and sanitation. For instance, NORAD financed the preparation of the
National Master Plan for rural water supply and sanitation, which was completed in 1984.
Using the outputs of this master plan, central government started implementing an integrated
rural water supply and sanitation programme in various districts through the following
Ministries:

«  Ministry of Local Government (responsible for the overall co-ordination)
«  Ministry of Water (responsible for borehole drilling and siting)

«  District Development Fund — (responsible for borehole drilling, deep wells and
maintenance of all rural water supplies)

«  Ministry of Health (responsible for health education, sanitation, construction
and shallow wells digging)

«  Ministry of National Affairs — (responsible for community mobilisation,
training and pre-siting exercises)

«  Ministry of Finance — (responsible for donor co-ordination, control funds and
monitoring).

The district councils had a very limited role in co-ordinating the Ministries. The ward
development committee became the focal institution, which mobilised people since donors
insisted on community participation.

Through the growth point and service centre policy, government implemented through PSIP
an infrastructure development programme in district councils’ growth points and rural
service centres (these are small urban centres which provided service and administrative
functions to district council areas) in the following manner:

80



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

e Phase I (1983 to 1984) provided basic infrastructure including water reticulation, basic
feeder roads, bus termini, housing and basic social services.

e Phase II (1984 to 1985) provided more sophisticated infrastructure, including sewerage,
extension of water, roads electrification.

e Phase III (1985 to 1986) focused on centres experiencing rapid development in order to
expand sophisticated infrastructure.

Growth points like Gutu and Pfura as well as rural service centres in council areas benefited
from the $60 million programme. However, by the end of 1989, it became apparent to central
government that the centralist approach and welfare policies that it had adopted were not
sustainable. As a result, in July 1993 the rural and district councils were amalgamated to
form rural district councils. Rural district councils were given wider functional
responsibilities similar to those of urban local authorities.

In November 1993, the Ministry of Local Government and National Housing launched the
Rural District Councils Capacity Building Programme. The programme components
included:

- Institutional development
«  Human resources development

- Capital development pilot project.

The programme is scheduled for completion in 2001. At the end of this project, it is hoped
that Rural District Councils’ capacities to provide social infrastructure will have significantly
improved. Another programme that influenced central government policy on decentralisation
is the Economic Structural Adjustment Programme (1991-1995). This programme meant that
central government largely concentrated on its core business and decentralised some of the
functions to local authorities. In 1994, central government adopted the Poverty Alleviation
Action Programme in order to deal with poverty caused by ESAP and other factors. This
programme is being implemented mainly by the rural district councils. Its major aims are to:

« decentralise decision making in such a manner that the poor will be able to
participate effectively;

. allocate resources to facilitate the consultative process amongst partners for
community involvement; and

- target public expenditure to those areas with potential for highest benefits for
the poor.

Significant donor funds are being channelled to rural district councils for the implementation
of the programme.
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3.2.2 Present Situation

However, it should be noted that central government is responsible for many functions in
rural district council areas. For instance, central government is still involved in the running of
rural health centres. Rural district councils are only required to provide cleaning materials,
fuel, repair and maintenance and administrative costs. While the Ministry of Health pays
nurses, provides medical equipment and drugs.

In schools, central government has decentralised the building and running of schools to
school development committees, hence the rural district councils have been sidelined. The
provision of water and sanitation and the running of growth points are still central
government responsibilities. Hence, the rural district council roles are still largely lobbying
and co-ordinating development, although the capacity building, the poverty alleviation and
CAMPFIRE programmes are slowing changing this by according the councils a central role
and channelling resources through them.

In urban local authorities, a lot of funds are being channelled into infrastructure and service
provision through the World Bank Urban II project and the Private Sector Housing
Programme funded by the USAID. For example, Rusape got Z$14.1 million from Urban II in
1998 for sewerage, housing, vehicle and machinery.

To support the decentralisation process, in 1996 central government came up with 13
principles to guide the process. These are summarised in Table 3.5

Despite all the efforts and resources aimed at building the capacities of both rural and urban
local authorities, central government still has to approve:

- any external borrowing by local authorities;
. tariff increments in high density suburbs; and

« health and education fees increments.

Also central government wants to decentralise the provision of educational and health
facilities to local authorities but without resources to construct, operate and maintain the
facilities. It should be noted that private sector involvement in the funding, construction,
operation and maintenance of infrastructure in urban areas is very minimum. Central
government’s 13 principles do not refer to private sector involvement in any way. Unless
these fundamental changes are put in place, decentralisation of functions may not be
successful and will adversely affect infrastructure and service delivery.

However, it should be noted that central government policies and objectives are changing.
Central government is now in favour of private sector involvement in the provision of
infrastructure and services. The local government Capital Development Project, which is
being negotiated with the World Bank, is an indication of this commitment. Central
government also wants to remove its control on external borrowing by sub-national
governments and decontrol tariff and fees increments in high-density suburbs. The Ministry
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of Local Government has already identified sections of the Urban Councils Act, which need
to be amended. It is now working on the amendments.

Table 3.5 Summary of the principles of decentralisation

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

That decentralisation is necessary and desirable based on the clear understanding that it promotes and
strengthens democracy and civic responsibility as citizens participate in their governance and development.

That decentralisation be defined and understood to mean the legislated transfer of functions and authority
from central government to local authorities such as the rural district councils on a permanent basis.

There is need for all Ministries to use the same local institutions for the implementation and management of
decentralised functions and not to create parallel of separate institutions.

That decentralisation is a process and not an event, as such, it should be implemented cautiously and
progressively, having regard to the human, financial and material capacities of the local authorities to
whom the transfers would be made.

That in respect of all those activities and projects to be undertaken by local authorities, sector ministries
retain the power and authority to set standards, monitor performance and consistency to national policies
and standards, and intervene appropriately to ensure compliance.

That an inter-ministerial committee of Ministers to manage decentralisation and capacity building be
established.

That central government, in implementing decentralisation shall strengthen financial, human and material
resource capacities of rural district councils so as to make them effective institutions in the provision of the
social and infrastructure services needed for suitable local development.

That central government will continue to be responsible for the provision of trunk services which impact
upon more than one local authority area or are of a national character.

That the transfer of powers and functions by line Ministries to rural district councils be done by the line
ministry concerned and that the Ministry of Local Government Rural and Urban Development will co-
ordinate and facilitate this effort.

That all monies for recurrent and capital expenditure sourced by line ministries and are earmarked for rural
district councils be disbursed to the rural district councils soon after the promulgation of the Appropriation
Act.

That all loans to rural district councils should be channelled through the Ministry of Local Government
Rural and National Housing.

That in Zimbabwe there be only two levels which collect taxes, levies and other user charges namely
central government and local authorities.

That the Public Service Commission will manage the transfer of personnel from central government to rural
district councils where this happens as part of decentralisation.

Source: Discussion Paper on the Vision of Local Government in Zimbabwe, July 1999.
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3.3 Concrete reform initiatives within the field of decentralisation including
fiscal decentralisation

Since 1990, the Government has taken concrete initiatives within the field of
decentralisation. In 1991 government embarked on the Economic Structural Adjustment
Programme (ESAP), and in 1998 the Zimbabwe Programme for Economic and Social
Transformation (ZIMPREST) was launched. The two programmes entailed the creation of an
enabling environment and central government refocusing on its core business and
decentralising local functions to sub-national governments.

In 1993 to 1994, district and rural councils were amalgamated to create Rural District. In
November 1993, central government launched the Rural District Councils Capacity Building
Program, which commenced implementation in 1996. The mnstitutional development
component is funded by DFID and is scheduled for completion in 2001. The capital
development component is funded by SIDA, the Netherlands and the World Bank and is
scheduled for completion in 2002. The human resources development component is also
funded by SIDA and is scheduled for completion in 2003. However, a recent assessment by
the Ministry of Local Government has indicated that:

« Rural district councils are not drawing up proper project implementation plans
under the district development grants.

- Most RDCs recorded over-expenditure, and there is a mismatch between the
financial and physical progress.

« Most RDCs now openly discuss their failings. They are acknowledging that
their problems are not only lack of resources but also institutional
shortcomings.

«  No RDCs are making use of loan funds and the main reason being their
inability to meet the eligibility criteria.

In 1994, central government launched the Poverty Alleviation Action Plan (PAAP). The
programme is aimed at:

- targeting social expenditures;
« decentralising programme implementation;
« a participatory approach to poverty alleviation; and

- a partnership approach to address distortions in social provision and poverty
alleviation.

All the pilot rural district councils under this programme have employed a PAAP officer who
assists communities to come up with projects to be implemented by council. Also under the
PAAP programme, there is the community action project (CAP). The project is aimed at
strengthening the bottom-up planning and making funds available for the community
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projects. Once the communities identify their project and it is approved by council, it is then
allocated funds for implementation.

The capacity building and the PAAP programmes are channelling significant into RDCs to
improve their capacity; they are good examples of decentralised expenditure. However, not
much has happened in terms of revenue generation and mobilisation.

The CAMPFIRE project (this is a project implemented by rural district councils, which
encourages sustainable use of wildlife and other natural resources by making those who
harvest pay) is the one that generates revenue for use by the local authorities and
communities involved.

In urban areas, two programmes are substantially contributing to urban councils’ reforms: the
World Bank funded Urban IT programme and the USAID funded Private Sector Housing
Program. These programs have sought to increase private sector involvement in the provision
of infrastructure. The World Bank, as part of its Urban Development program, has assisted
some local authorities to establish computerised information management systems. On the
other hand, USAID is supporting initiatives on improving municipal finance, particularly
improving urban councils’ credit rating.

Central government is also proposing the Local Government Capital Development Project.
This project is to benefit all the 24 urban and 57 rural district council. The proposed project,
with funding of US$110 million, is scheduled to commence in January 2003. The
components of the project are:

« local government infrastructure finance: this will provide matching grants to
rural and urban councils that achieve creditworthiness, prepare infrastructure
investment programmes and secure commitments from the local capital market
to finance a portion of the required investment.

- restructuring of distressed councils: a restructuring facility will provide
funding to local authorities experiencing financial distress.

- capacity building/technical assistance: local authorities will be assisted to
improve creditworthiness to enable them to secure a credit rating. Assist
councils that are already creditworthy in the identification and packaging of
projects for submission for private financing and matching grants.

- district development grants: continue funding RDC capital development
component.

- Institutional support: financing of the institutional structure, Technical
Appraisal Group and Management Unit, which will assist in project
implementation and co-ordination.

The Ministry of Local Government and National Housing and the Ministry of Finance are
aware that if local authorities are to be able to repay money borrowed from the private sector,
central government has to stop controlling tariff increments. As a result, the two Ministries
have agreed that local authorities should be left alone to determine tariff levels so that market

85



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

forces determine what is charged. Ministry of Local Government is now working on the
amendment to the Urban Councils Act, to make it possible for tariff and fee increments to go
ahead without central government approval.

The Ministry of Local Government and National Housing, together with the Association of
Rural District councils and the Urban Councils Association of Zimbabwe, put forward the
following recommendations to the Constitutional Commission that:

Zimbabwe has a two-tier system of government represented by central and local
government;

the system of local government be based on urban councils and rural district
councils with boundaries as presently constituted which boundaries can be altered
with the consent of the inhabitants;

councillors be elected on the basis of equal universal adult suffrage;

the local government elections be conducted by an Independent Electoral
commission;

a local authority has the right to govern affairs on its own initiative, subject to
national legislation;

central government may not compromise or impede a local authority’s rights to
exercise its powers or perform its functions;

there be established for each local authority a sound financial base with adequate
and reliable sources of revenue and that the local government be the sole taxing
authority of land and property;

the objects of a local authority be:
- to provide democratic and accountable government in a sustainable manner;
- to provide services to the community in a sustainable manner;

- draft legislation that affects the institution of local government must be
published in a manner that allows local authorities to make recommendations
on the draft;

- persons in the service of local government must be recruited by and subject to
the control of the local authority;

- an intervention Board with a national representation of local authorities be set
up with such power to intervene in a local authority’s affairs where it is
necessary to restore services or protect the interest of the inhabitants;

- where intervention is necessary in order to restore services in a council area or
to protect the interests of the inhabitants, the Minister may take such measures
as are necessary, but that such measures will be subject to ratification within
14 days by the Intervention Board; and

- alocal authority fund, into which no less than 10% of the total revenue of
Zimbabwe Government will be paid, be established.
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- Councils have the right to form, take part and associate with organisations
representing local authorities.*

It is felt that these recommendations, if they are incorporated into the constitution of Zimbabwe,
will guarantee local authorities the autonomy they require. The joint submission does not
mention the principles for distribution of grants, the need for a consultative process and the
question of users fees.

3.4 Division of tasks and responsibilities between central government and sub-
national government

The Urban Councils Act, specifically the Second Schedule, details infrastructure and services
urban local authorities should provide. The first schedule of the Rural District Councils Act
provides services and infrastructure rural district councils should also provide. Table 3.6
indicates division of tasks and responsibilities between central government and local authorities
as presently in force.

Table 3.6: Division of tasks and responsibilities between central and local government

INFRASTRUCTURE/ CITY MUNICIPAL TOWN LOCAL RURAL
SERVICE COUNCILS COUNCILS COUNCILS BOARDS DISTRICT
COUNCILS

Raw water supplies (dams) C C C C C
Water treatment reticulation L Lc Lc Cl C
Sewage disposal L L L L L
Refuse collection and disposal L L L L L
Road construction L Lc Lc C C
Road maintenance L Lc Lc Lc Lc
Electricity C C C C C
Street lighting L Lc Lc Lc Lc
Street cleaning L L L L L
Housing estates Lc Lc Cl Cl C
Public transport infrastructure L L L L L
Public transport permits C C C C C
Provision of public conveniences L L L L L
Provision & maintenance of parks, cemeteries L L L L L
Pollution control L Lc Cl C C
Pest control L Lc Cl C C
Urban planning Lc Cl Cl C C
Land acquisition development & disposal Lc Lc Cl C C
Traffic control, car parking L L L L L
Motor vehicle licensing L L L L L
Recreational facilities L L L L L
Issuing of trade licenses L L L L L
Pre-schools L L L L L
Primary schools Lc Lc Lc Lc Lc
Secondary schools C CL C C CL
Hospitals Cl C C C C
Clinics L Lc Lc Lc LC
Ambulances L Lc Ic c c
Fire services Lc L L - -
Commercial undertakings (e.g. traditional beer) L L L L L
Social Welfare Cl Cl Cl Cl C

KEY; LI — Local Government, Cc Central Government
Capital letter denotes major responsibility, small letter denotes minor responsibility

45 Source: Joint submission to the Constitutional Commission
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Although the law is clear on what authorities should provide, in practice central government still
provides services and infrastructure local authorities are mandated to provide, resulting, in many
instances, in duplicating effort.

3.4.1 Division of tasks

It is the responsibility of the local authorities to administer the areas under their jurisdiction.
However, central government controls alterations of the boundaries and the hiring and firing of
local authority senior staff. This shows that although public services are supposed to be the task
of local authorities, central government and parastatals play an important role.

3.4.1.1 Education

In urban areas, primary schools are provided by either local government or the private sector. In
rural district council areas, provision of primary schools has been decentralised to beneficiary
communities through school development Committees; Church organisations also provide
primary schools. Rural district councils are, to a large extent, not providing any primary school
facilities. Central government still pays teachers’ salaries in community and church and schools.

In urban local authorities, central government, church organisations and the private sector
provide secondary school facilities. In rural district councils, secondary school facilities are
provided by the council, communities and church organisations. Central government pays all the
teachers.

The provision of educational facilities is to a large extent being decentralised to local authorities
in urban areas and the communities in rural district council areas.

3.4.1.2 Health

Health is another area where central government and local authorities share responsibility. For
instance, hospitals are mainly provided by central governments. Local authorities have confined
themselves to the provision of specialised hospitals (e.g. infectious disease hospitals provided by
cities of Harare and Bulawayo). Local authorities mainly provide clinics and ambulances.
However, the Ministry of Health and Child Welfare controls fees charged at local authority
clinics. For small towns and rural district councils the Ministry pays staff employed at local
authority clinics. Even drugs are ordered through the central government medical stores, through
the district medical officers. As a result of the overlap of tasks and control by central
government, health delivery by local authorities is adversely affected.

3.4.1.3 Social Security and Welfare

Social security and welfare is the responsibility of central government through the Social
Welfare department and Social Dimensions Fund. The Social Dimensions Fund was established
in 1991 with the aim of cushioning vulnerable groups and poor communities against the effects
of ESAP through the following targeted interventions:

88



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe

March 2000

- to compensate the poor for new or increased user charges in education and health
and for deregulated maize meal prices. Payments were designed to finance
exemptions from health fees, school fees and examination fees for households with
incomes below $400,00 per month together with per capita cash food benefit of
$4,00 per month for urban households earning less than $200,00 per month; and

- employment and training programme, which provided an introductory one week
training course in starting up a new business, along with loans for small enterprise

start-ups*.

However, the assistance provided fell far short of the demand.

Table 3.7: Assistance under Social Dimension Fund between 1992 and 1996

Type Of Assistance Number Of Beneficiaries Cost Of The Assistance

School Fees 602 829 Pupils $1 000 000 000.00
Examination Fees 293 400 Pupils $28 000 000.00
Food Programme 42 074 People $1 700 000.00
Health Fees 364 081 People $37 000 000.00

Source: Institute of Development Studies Policy Dialogue Series No. 1; 1006

The Zimbabwe Human Development Report indicated that 75% of rural households and 25% of
urban households have incomes below the $400,00 threshold for free medical care and
education. Many hospitals have reported that only 20% of outstanding accounts are settled
through the SDF. Rural district councils are even in a worse off position because they are not
allowed to charge any user fees at their clinics. This means that health services are free, even for
those who can afford to pay. Urban councils have complained that they cannot afford to provide
adequate health services because the Minister of Health controls the user fees, and the SDF does
not honour their claims for those earning less than $400,000. Education has suffered the same
fate with regards to the SDF. Although central government is currently in the process of
decentralising education and health, it continues to retain many responsibilities for these
functions. Sub-national governments mainly provide sport fields, community halls, beer halls
and amenities like parks.

3.4.1.4 Housing

Housing provision has been deregulated; hence, the private sector, housing co-operatives and
building societies are heavily involved. However, land delivery and zoning is still the
responsibility of local authorities and central government. Housing and infrastructure standards
are controlled by central government.

3.4.1.5 Sewerage

Sewerage, solid waste management, community amenities and recreational facilities are
constructed, operated and maintained by local authorities. The private sector is also involved in
the provision of these services.

4 Zimbabwe Human Development Report, 1998
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3.4.1.6 Roads

Roads are constructed and maintained by local authorities, with the exception of state roads.
State roads are the responsibility of central government. Local authorities are supposed to
maintain these roads using grants from central government. In reality, the provision of these
grants is irregular and insufficient. At growth points like Gutu and Pfura central government
constructs the roads. Maintenance is done by either the local authorities or central government
(through the Central Rates Fund).

3.4.1.7 Water

Provision of water is shared by central and local government. Central government normally
provides raw water to local authorities. Local authorities, in turn, buy the raw water from central
government, purify the water, and distributes it to consumers. In small urban centres, central
government provides purified water to the consumers (e.g. Ruwa Gutu and Pfura). Electricity is
provided by the Zimbabwe Electricity Supply Authority (ZESA), which is a parastatal. Local
authorities are responsible for street lighting.

3.5 The Sample Sub-National Governments

The analysis of the fiscal decentralisation in Zimbabwe is based on case studies of seven local
authorities, which are shown on the map at Figure 3.1. The sample local authorities are Ruwa,
Harare, Kwekwe, Gwanda, Rusape, Gutu and Pfura. These local authorities were selected at
random by a joint panel of the consultants, USAID and NALAD. The Ministry of Local
Government and National Housing was informed of the selected local authorities prior to the
commencement of the study. A brief synopsis of the seven local authorities is given below.
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Figure 3.1: Map of Zimbabwe showing the seven sample SNGs covered in the study
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3.5.1 Harare City Council
a) Introduction

Harare is the capital city of Zimbabwe. It is located in the northern part of the country in an
agriculturally rich region. Most of the tobacco, wheat, soybeans, horticultural activities and
intensive beef production take place around Harare. As a result, the city has attracted a lot of

agro-processing industries. Since central government offices and private headquarters are located

in the city, this has provided a very strong base for the development of service industry in the

city. Hence, the city has both the largest, and most diversified rates base and economy. Property

was valued at $16.2 billion at the end of 1997.

The current population of Harare is estimated at 2 million people. Harare is growing into a
primate city.
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Table 3.7 Harare’s key statistics (source 1992 National Census Report)

Population 1 189 103(1992) 2 000 000 (1999)"
Number of Households 296 439
Average Household size 4.0

Literacy rate (15 years and above) 94

Birth rate (per 1000) 33

Mortality rate (per 1000) 7.9

Life expectancy 1990 (years) 64
Unemployment (%) 20

Size (sq km) 570

Total Employees (1999) 10 392

Total Revenue (1997) 1071 682 410
Total Expenditure (1997) 1557 155 881
Per Capita Expenditure (1997) current pop 778.58
Number of Employees Per Capita (1999) 0.01

b) Administration, Management and Staffing

The City of Harare is led by a executive mayor who is elected by Harare inhabitants and city
councillors who are also elected by the inhabitants. However, currently the city is being run by
commissioners appointed by the Minister of Local Government and National Housing. All the
councillors and the executive mayor were suspended in February 1999, by the Minister of Local
Government and National Housing on allegations of mismanagement.

City of Harare has the following committees:

«  Audit Committee

- Environmental Management Committee

- Health Housing and Community Services Committee

«  Education Committee

«  Procurement Board

- Finance Committee

- Executive Committee
Council delegates responsibilities to each committee. The executive committee works as the
council’s cabinet and is chaired by the executive mayor. The Harare City Council employs 10
392 people. The town clerk is the top most senior staff member. He reports to the executive
mayor, not the council. At the time of the study, the Executive mayor and all the councillors

were on suspension, and the city was being run by commissioners appointed by the Minister of
Local Government and National Housing*.

71992 population figures are based on the 1992 national population census. All 1999 populations are estimates
based on the 1997 inter-censal growth rates.

*8 The Executive Mayor and the entire council were indefinitely suspended by the Minister of Local Government
and National Housing for alleged mismanagement of the city. This followed an investigation by Commission of
Inquiry appointed by the Minister.
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Financial Management

In 1996 Harare City Council’s income was $867.7 million, and in 1997 it was $1 071.7 million.
Water sale is the largest single contributor to income, and on average contributes 29.1%. The
bulk of the water is sold to industrial and commercial concerns. Rates contribute 21.9% of
revenue on average.

Staff costs are high at 51.1% of the total recurrent expenditure compared to the 28% level
recommended by the Minister of Local Government and National Housing to be spent on staff
cost. In 1997, council spent $1557.2 million, which resulted in a deficit of $458.58 million. In
1996, council spent $347.1 million on capital expenditure and $357.6 million in 1997. In both
1996 and 1997, council financed most of its capital expenditure from borrowed money: 70.3%
and 90.2%, respectively.

3.5.2 Kwekwe City Council
a. Introduction

Kwekwe is the fifth largest city in Zimbabwe. It is located in the Midlands province, about 213
kilometres south of the city of Harare. The city of Kwekwe is located in the goldbelt. Gold, iron
and chrome are mined around the city. As a result, the city is now an industrial hub in the
country, and has big companies like the Zimbabwe Mining and Smelting Company (ZIMASCO)
and Sable Chemicals Operational. The current population is estimated at 113,000, and property is
valued at $200 million, of which $51 million represents residential property.

Table 3.8 Kwekwe’s key statistics (Source: 1992 National Census Report, Recent financial
reports)

Population (1992) 75 425 (1992) 113 000 (1999)
Number of Households 17 607
Average Household Size 4.3
Literacy Rate (15 years and older) 93

Birth Rate (per 1000) 36
Morality Rate (per 1000) 9.7

Life Expectancy 1999 61
Unemployment (%) 29

Size (ha) 8400

Total Employees (1999) 817

Total Revenue (1997) 62 245 581
Total Expenditure (1997) 97 259 693
Per Capita Expenditure (1997) (current pop)

b. Administration, Management, and Staffing

The policy or political structure of the city of Kwekwe comprises Kwekwe City Council, where
councillors are elected by all the inhabitants of the city who are 18 years and above. The
executive mayor, who is also elected by the locals, administers council activities on a day-to-day
basis. There are 14 councillors in Kwekwe City Council. The council is divided into the
following committees:
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Executive Committee

Works Committee

Housing Committee

Health and Education Committee
Finance Committee

Audit Committee

Procurement Board

Each committee is led by a chairperson and deals with particular issues delegated to it by the
council. The administration and management structure is divided into the following departments:

Chamber Secretary’s department
Treasurer’s department

Works department

Health department

Housing and Social Services department
Procurement Board

These are headed by chief officers qualified in the sector concerned, and the town clerk is the
senior manager in the council. All the key positions are currently filled by qualified personnel.
Kwekwe currently employs 817 people.

c. Financial Management

In 1996, Kwekwe’s income was $52 million and $62 million in 1997. Just like in Harare, water
was the highest single contributor (e.g. 24.7% in 1996 and 27% in 1997). Liquor and housing are
the other important contributors. Rates contributed 14.9% in 1997. Total expenditure in 1997
was $97 million. Staff costs remained the single largest expenses at 34.7% of the expenditure,
well above the 28% recommended by the Minister of Local Government and National Housing.

In 1996, council used $67 million and $21.1 million in 1997 on capital expenditure.

d. General Issues

The city of Kwekwe is relatively better managed than other local authorities of its size. All its
management positions are filled up. Therefore, if resources are made available Kwekwe is in a
better position to provide infrastructure and services. Kwekwe is the only urban centre that
attained city status after the country’s independence (i.e. in 1980), indicating that it has
continued to grow and is relatively well managed. However, it should be noted that the city is
struggling to raise funds just like any other urban centre in the country, largely due to central
government controls.
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3.5.3 Gwanda Municipal Council

a. Introduction

The officer of Matebeleland South Province and the provincial and district government are
located in the town. It is located in the southern part of the country, 126 kilometres from the city
of Bulawayo, which is the second largest city in the country, and 565 kilometres from the city of
Harare. The town is situated along the Bulawayo to Beitbridge road and rail, which means that
there is great potential for the establishment of tollgates so that passing traffic especially from
South Africa to Bulawayo, Victoria Falls and Zambia can pay towards the maintenance of roads
in the town. The economic activities around Gwanda are mainly mining and cattle ranching.
However, Gwanda seems to have gained very little from the activities due to its proximity to the
city of Bulawayo.

Table 3.9 Gwanda’s key statistics (Source: 1992 National Census Report)

Population 10 565 (1992) 20 000 (1999)
Number of Households 2755
Average Households Size 3.8
Literacy Rate (15 years and above) 93

Birth Rate (per 1000) 34
Mortality Rate (per 1000) 7.2

Life Expectancy 1990 (years) 65
Unemployment (%) 27

Size (ha) 1956

Total Employees (1999) 187

Total Revenue (1997) 7611 266
Total Expenditure (1997) 17 755 478
Per capita expenditure (current pop) 887.77

The current population of Gwanda is estimated at 20 000 people.

b. Administration, Management and Staffing

Gwanda’s status was upgraded early this year from a town council to a municipal council. In
August 1999, the residents of Gwanda elected their first executive mayor. The Gwanda
municipal council has 9 elected councillors who are the policy makers of the town.

Gwanda Municipality is divided into the following Committees:

Executive Committee

Health and Housing Committee
Finance and Licensing Committee
Procurement Committee

Audit Committee
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All the committees are chaired and run by councillors and make decisions on particular delegated
responsibilities. The executive mayor chairs the executive committee. The municipality’s
management structure is divided into the following departments:

Finance department

Housing and Community Services department
Administration department

Engineering and Works department

Health department

Each department is headed by a professional in that particular field, supported by other staff and
general staff. All the departmental heads report to the town clerk who is the council’s top
manager. The town clerk reports to the executive mayor.

Gwanda municipality has a staff establishment of 205 but currently employs 187 people. The
following critical posts are vacant: deputy treasurer, chamber secretary, deputy engineer, and
there is no personnel and legal section and town planning section. The current town clerk is
working on acting basis.

C. General Issues

Gwanda municipality is buying purified water from the Ministry of Rural Resources and Water
Development. Council feels that this water is expensive; hence, it would prefer to have its own
purification plant. Also Gwanda has problems with the provision of infrastructure and services
because most of the land is controlled and owned by central government. The development
approval processes are lengthy, and the municipality does not employ its own town planning
staff; hence, it has to rely on central government planners. Central government does not pay its
water bills on time, and Gwanda municipality ends up subsidising central government.

3.5.4 Rusape Town Council
a. Introduction

Rusape is a relatively small town located in the Manicaland Province, along the Harare to Mutare
and Beira (in Mozambique) rail and road. It is located about 170 kilometres east of Harare. The
main economic activities around Rusape are crop cultivation and livestock rearing. Rusape town
council has a small revenue base due to its small size. Table 3.10 below indicates the key
statistics for the town.

The current population of Rusape is estimated at more than 20 000 people.

Table 3.10: Rusape’s key statistics (Source: 1992 National Census Report)

Population 13 920 (1992) 20 000 (1999)
Number of Households 3458

Average Household Size 4.0

Literacy Rate (15 years of above) 93

Birth Rate (per 1000) 34
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Mortality Rate (per 1000) 8.5
Life Expectancy 1990 (years) 63
Unemployment (%) 27
Size (ha) 1730
Total Employees (1999) 235
Total Revenue (1997) 18 576 940
Total Expenditure (1997) 15 409 459
Per Capita Expenditure 770.47
Number of employees per Capita 0.01

b. Administration, Management and Staffing

Rusape is a town council and is run by elected councillors. Councillors elect the council
chairperson from amongst themselves.

The Secretary is the top manager in the local authority, and all departmental heads report to him.
He, in turn, reports to council. Information management is still largely manual and is handled
through files.

C. General Issues

Rusape Town Councils still relies on central government in terms of land acquisition, planning
and development. Infrastructure provision is largely determined by the resources central
government is willing to make available to the local authority.

3.5.5 Ruwa Local Board
a) Introduction

Ruwa is a fast growing satellite urban centre, located about 30 kilometres east of the City of
Harare along the Mutare rail and road. Ruwa was established in 1986 through the initiative of
Mashonaland Holdings (Pvt) Ltd. It has continued to grow as a private sector driven town. Quite
a number of companies, which want to gain access to the huge market within Harare, locate at
Ruwa. Again, due to the unfulfilled high demand for residential properties in Harare, the private
sector is subdividing land in Ruwa, in order to satisfy this demand. Therefore, Ruwa’s close
proximity to the City of Harare is attracting investment to it, making it Harare’s satellite town.

Since 1992 Ruwa has grown so rapidly that the population resident at the local board is now
estimated at 19 000.

Table 3.11: Ruwa’s key statistics (Source: 1992 National Census Report)

Population 1447 (1992) 19 000 (1999)
Number of Household 354

Average Household Size 4.1

Literacy Rate (15 years and above) 94

Birth Rate (per 1000) 38

Mortality Rate (per 1000) 2.1

Life expectancy (years) 66

Unemployment (%) 17
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Size (ha) 1800
Total Employees 82
Total Revenue (1997) 10 456 238
Total Expenditure (1997) 11 241 807
Per capita expenditure (current pop ) 591.67
Number of employees per Capita 0.4

b) Administration, Management and Staffing

Ruwa was proclaimed a Local Board in 1991, which then necessitated the Minister of Local
Government and National Housing to appoint the Local Board members. However, Ruwa is in a
transitional period because it is being upgraded to a town council. The first councillors were
elected in August 1999. Ruwa Local Board has the following Committees:

e Finance Committee
e Health and Housing Committee
e Environmental Committee

Like in any other local authority, the committees deal with delegated responsibilities. For
management purposes the local board is divided into the following departments:

e Administration and Housing department
e Works Engineering and Housing department
e Treasury and Liquor department

The local board employs 82 people, and the administrative secretary is the top officer.
¢) General Issues

Ruwa Local Board is one of the urban centres where infrastructure and general development are
private sector driven. Hence, the local authority largely maintains that infrastructure. The Local
Board largely concentrates on water and sewerage provision. A local board is a special type of
local authority in that members are Ministerial appointees, who are largely accountable to the
Minister. The Minister has almost unlimited power to control the local board, in terms of budget
and tariff increments approval. The local Board is constrained from providing adequate
infrastructure by the shortage of plant and equipment, financial resources and manpower.

3.5.6 Gutu Rural District Council
a. Introduction

Gutu Rural District Council is in charge of the administration of Gutu growth point. However,
the rural district council also covers rural areas and other business centres in Gutu district in
terms of administration. Gutu Rural District Council is located in the southeastern part of the
country in the Masvingo Province, about 227 kilometres from the city of Harare. The main
economic activities are small and large-scale farming. Gutu growth point is the service centre for
the agricultural hinterland, and is the administrative centre of Gutu district.
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Table 3.12: Gutu Rural District Council’s key statistics (Source: 1992 National Census
Report)

Population 195 802 (1992) 230 000 (1999)
Number of Household 37 946
Average Household Size 5.1

Literacy Rate 86

Birth Rate (per 1000) 30

Mortality Rate (per 1000) 11

Life Expectancy Rate 59
Unemployment (%) 49

Size (sq.km) 7079

Total Employees 92

Total Revenue (1997) No Information
Total Expenditure No Information

Currently the population of Gutu growth point is estimated at 230 000 people.
b. Administration, Management and Staffing

Gutu Rural District Council has 36 councillors most of whom come from rural wards. This tends
to bias council funded development towards rural areas.

All councillors are elected by Gutu inhabitants, on ward-level basis. The councillors in turn
choose a council chairperson who presides at council meetings and acts as a ceremonial leader of
the council, a position that is different from the executive mayor’s.

The council’s top manager is the chief executive officer. All departmental heads report to the
chief executive officer who in turn reports to council. Gutu Rural District Council is divided into
the following departments:

Auditing department

Finance department

Administration department

Engineering department

Production and Marketing department

Poverty Alleviation Action Program department
Planning and Works department

Community Services department

Gutu Rural District Council employs 92 people.

C. General Issues

The rural district council is also not doing much in terms of infrastructure provision and
maintenance. Electricity is being provided by the Zimbabwe Electricity Supply Authority, while
street lighting, which is a local authority function, is provided by both Gutu Rural District
Council and Central Rates Fund (which is a central government department). Sewerage provision
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is also shared by the Central Rate Fund and the rural district council. Water supply is shared by
the Ministry of Rural Resources and Water Development, Central Rates Fund and the rural
district council. Health is provided by central government (1 clinic) and a polyclinic, which is
privately owned. Education is shared by council, central government and the private sector.

The provision of infrastructure and services at Gutu Rural District Council is largely shared
between central government and the local authority. Furthermore, local authority does not have
the financial and manpower capacity to manage and provide infrastructure for a growth point of
Gutu’s size and, at the same time, cater for the rural areas.

3.5.7 Pfura Rural District Council
a. Introduction

Pfura Rural District Council is responsible for the administration and management of Mt Darwin
growth point and the surrounding communal and commercial farming areas. Pfura is located in
the northeastern part of the country, about 168 kilometres from the city of Harare, in the
Mashonaland Central Province. The growth point is largely surrounded by communal lands
where the main economic activity is crop cultivation, based on cash crops like cotton. Mt Darwin
is the main service and administrative centre of Pfura district.

Table 3.13 Pfura’s key statistics (Source: 1992 National Census Report)

Population 165 828 (1992) 195 000 (1999)
Number of Household 32195
Average Household Size 5.1
Literacy Rate 63.5

Birth Rate (per 1000) 46
Mortality Rate (per 1000) 15

Life Expectancy Rate 60
Unemployment (%) 33

Size (sq.km) 4 547
Total Employees 70

Total Revenue (1997) 8 029 866
Total Expenditure (1997) 9435816
Per Capita Expenditure 48.39
Number of Employees per capita 0.0004

The population of Pfura is currently estimated at 195 000 people.

b. Administration, Management and Staffing

Like Gutu Rural District Council, the policy-making structure comprises the council and
management committees. Councillors are also elected by locals. They in turn choose a council
chairperson from amongst themselves. The chief executive officer is the council’s top manager,
and all departmental heads report to him/her. Pfura employs 70 people.
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C. General Issues

Pfura Rural District Council also administers and manages the rural areas within the district. Just
like Gutu, resource allocation is biased towards rural development; hence, infrastructure and
service provision is largely shared between the Central Rates Fund, Pfura Rural District Council,
other central government agencies/departments and the private sector.
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CHAPTER FOUR

THE PUBLIC SECTOR AND SUB-NATIONAL FINANCES IN ZIMBABWE

4.0 Introduction

This Chapter examines those aspects of fiscal decentralisation that are financial in nature.
Considerable emphasis is placed on revenue and expenditure patterns (of both central and sub-
national governments), their relationship(s), link(s), and related factors. To understand these
aspects, this section will start by examining those aspects of central government that affect,
directly or indirectly, the financial decisions of local authorities. The structure of central
government revenue and expenditure patterns are looked at and compared to the patterns of local
authorities’ revenue and expenditure patterns. This is followed by a more detailed look at the
financial data on local authorities, as it relates to central government expenditure patterns. The
comparison is expected to accentuate those aspects that affect decentralisation and the possibility
of local authorities operating autonomously. A sample of six local authorities is examined much
more closely in all aspects of their financial decisions. The degree of support from central
government is examined as well as the financial adequacy of local authorities to operate
autonomously.

Owing to the large volume of financial statistics analysed in this section, it is not possible to
include the detailed financial tables in the main report, as it will make it unwieldy and difficult to
read. All the tables are therefore included in a separate volume of appendices. Where possible,
however, we have summarised some of the key financial statements in tables and graphs which
are included in this chapter.

4.1 Central Government

This particular section looks at the revenue and expenditure patterns of the central government.
To recap, there is need to understand the macro economic environment which has developed in
Zimbabwe over the past decade (see Chapter 3).

Much had been expected of the Zimbabwe reform process under ESAP, which ran from 1990 to
1995. The facts show that economic growth averaged 3 per cent over the period against a target
of 5 per cent. ESAP’s successor, Zimprest, has also not been as successful as had been hoped.
The programme began in 1996 and projected annual average growth of 6 per cent per annum, but
so far the result has been far from being anywhere near the objective. This has had a profound
effect on the central government’s revenues and expenditure patterns.

To understand the trend of central governments revenue and expenditure patterns, an analysis of
government’s central accounts has been carried out for the period 1994 to 1997. The analysed
figures are presented in absolute forms and detailed Appendices have been made containing the
financial information (See Appendices; 4.1.1 and 4.1.4 central government). To enable the
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figures to be compared with what will be happening in the real economy, there is need to adjust
them to their real terms. For example, in nominal terms, central government revenues increased
from $13.646 billion in 1994 to $32.769 billion in 1997 (See Table 4.1.1 central government
Revenues in the Appendices). This represents growth of +140% over the period. However, if the
1997 figure is deflated to take into consideration the inflationary impact, the real 1997 figure is
reduced to $18 billion (i.e. $32.769 divided by 1.82 being the GDP deflator for 1997), an
increase of only 31.9% over the period. The table below shows the GDP deflators, which can be
used as divisors on all figures in this Chapter 4 in order to reduce them to a comparable 1994
base. This should make it possible to identify real from nominal growth.

Table D1: GDP deflator factors

Year 1994 1995 1996 1997

Deflator figures 100.00 122.30 149.93 182.00

Source: central Statistical office

Table 4.1.1 central government, revenues and expenditures (see Appendices) shows that central
government revenues rose from $13.646 billion in 1994 to $32.769 billion in 1997. This equates
to an increase averaging 34% from year to year, which is much higher than the average inflation
figure over the period, which was 21.27%*. The actual revenue changes over the period studied
are as follows: 24.5% change in 1995 over 1994 figures, 34% change between 1995 and 1996
and a 44% change between 1996 and 1997. The rather high 1996 to 1997 change can be
attributed to the steep loss of value of the Zimbabwe dollar over late 1997, which distorted the
figures. The 1997 revenue figures represented a 140% increase over the 1994 figures.

Expenditure also rose dramatically as the revenue figures. Table 4.1.1 central government,
Revenues and Expenditures (See Appendices) shows that the central governments expenditure
figures increased from $16.583 billion in 1994 to $22.000 billion in 1995, $29.671 billion in
1996 and $36.454 billion in 1997, representing an annual average growth of 30% and an overall
growth of 119% over the whole period.

The gap between central government revenues and expenditures, which was $2.9 billion in 1994
in favour of expenditures, increased to $5.0 billion in 1995 and $6.89 billion in 1996 before
dropping to $3.685 billion in 1997. A look at central government expenditure reveals that in
1994 government spending was 29,5% of GDP, rising to 35,6% in 1995, falling to 35% in 1996
and then rising again to 36,5% in 1997 - an average of 34,2% for the period. Revenues, on the
other hand, are only, on average, 27% of GDP over the period.

* Source: National Accounts, 1985-1995 published by central Statistical Office, July 1998.
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Figure 1 below illustrates the disparity between central government revenues and expenditure -
the gap was particularly wide during the 1995/96 period and began to narrow in 1997 as
revenues eased up while the expenditure growth slowed down. In general, local authorities’

Figure 1. Central gvt revenue vs expenditure
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revenue and expenditure patterns also follow a similar trend as central governments’. This aspect
is looked at in more details in the following paragraphs. An interesting point to note is that
central government revenues appear to be growing at a faster rate (an average of 34%) than
expenditure (average 30%). This is shown in Table 4.2.1.1, central government expenditure in
the appendices. A simple extrapolation of the average revenues and expenditure patterns shows

that Zimbabwe can expect to produce a balanced expenditure and income budget in the year
2001.

Having looked at the central government Revenue and Expenditure patterns, it is obvious that the
financing gap between such revenues and expenditures must be funded from somewhere. The
first pt of call for funding in most such cases is debt.

Table 4.1.4 in the appendices, central government, debt from various sources, shows an increase
of central government debt, in response to central government’s widening funding shortfalls.
Domestic debt rose between 1994 and 1996 by $18.5 billion but fell by almost $1 billion (3,3%)
between 1996 and 1997. Overall, domestic debt rose 136% from $12.875 billion in 1994 to $30,3
billion in 1997. External debt™ has been rising over the period. Note that in 1994 and 1995,
external borrowing was greater than domestic debt, but in 1996 and 1997, the situation was
reversed. The reason for this is the possible fall out between the government of Zimbabwe and
international lending institutions due to misunderstandings on economic reforms. This all but
dried out external sources of new funding, such that emphasis on central government financing
shifted to local sources. Figure 2 below shows the component make up of central government
debt over the period 1994 to 1997.

% External debt’ includes figures for debt derived from both concessional and non-concessional external borrowing.

104



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

Figure 2: Central govt debt, from various sources
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Total central government debt rose by 52.6% between 1994 and 1995, 12% between 1995 and
1996 and 11,5% between 1996 and 1997 - an average of 25,4%. The overall growth between
1994 and 1997 was 90.5%"°.

Sub-national debt, on the other hand, rose by a smaller magnitude over the period. In 1994, total
sub-national debt was $1.4 billion, increasing to $1.6 billion, in 1995; in 1996, it increased to

$1.8 billion and to $2.4 billion in 1997. This represented a total growth of only 78,2% over the
period, with an average annual growth of only 21,6% compared to 29,3% for central

government. This aspect is further evidenced by the reduction in the share of sub-national debt to
total public sector debt. In 1994, the total share of sub-national debt to public sector debt was
4.5%, reducing to 3.4% in 1995 before settling at around 3.6/3.5% for both 1996 and 1997. Table
D2 below shows the national and sub-national figures for 1994 to 1997.

Table D2 also shows that central government debt increased over 1994 to 1995 by a higher than
normal ratio of 91.8%. This was mainly because of a slowdown in external funds inflows, which
over the period increased only by 24%. The central government, therefore, increased its reliance
on local financing, which increased its share in total Public Sector debt from 41% in 1994 to
51% in 1997. The degree of support given to central government by the local capital and money
markets was at a considerable cost to the economy. As the central government resorted more to
internal funding, interest rates rose in response from an average of 29.24% in 1994, to 32.79% in
1998. This also exerted heavier inflationary pressures on the economy and inflation increased
from an average of 22.4% in 1994 to 31.7% in 1997.
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Table D2: National — sub-national revenue, expenditure and debt table

(Z$ billions) 1994 1995 1996 1997
Total Public Expenditure 18.3 24.7 322 39.4
Total Public Revenue 15.8 19.3 25.1 35.7
Sub-national Expenditure 1.8 2.7 2.5 3.0

% share in total public expenditure 10% 11% 7.8% 7.6%
Sub-national Revenue 2.1 2.3 2.3 2.9

% share in total public revenue 13% 11% 9.2% 8.1%
Public sector total debt 31.1 47.5 53.2 59.3
Percentage increase on previous yr. - 52.7% 12% 11.5%
- from domestic 12.9 24.7 31.4 30.3

- other (external) 18.3 22.8 21.8 29.0
Sub-national total debt 1.4 1.6 1.8 24

% share in total public sector debt 4.5% 3.4% 3.38% 4.05%
Total public sector Capex 2.0 2.9 1.7 2.5
Sub-national Capex 0.3 0.6 0.5 0.6

% share of sub-national/total public 16% 20% 31% 24%
Central government GDP Ratio 15.9% 17% 16.3% 16.4%
Sub-national GDP Ratio (Share) 0.8% 0.9% 0.8% 0.7%
Total GDP share of Public Sector 16.7% 18.0% 17.1% 17.1%

Sources: “National Accounts 1985 — 1997” published by CSO “Budget” presentation for year ending June 30
1997 Presented to Parliament by Minister of Finance on June 25, 1997.

Although sub-national expenditure figures as a percentage to total Public Sector figures fell from
10% in 1994 to above 7% in 1997, the reduction is relatively small compared to the urbanisation
levels in Zimbabwe. This, at the outset, flags out the irregular nature of the share of revenues and
expenditures between central government and sub-national governments. To illustrate the point,
this implies that by 1998, Harare’s share of Zimbabwe’s total population was about 12%, yet
Harare City Council in its expenditure (Table 4.2.1.1 in the appendices) shows the city’s total
expenditure to the Public Sector Expenditure being 4.8% (for 1995), 3.7% (for 1996) and 3.95%
(for 1997). This indicates an inequitable distribution of public sector revenues and expenditures
between central government and the sub-national government sector. The same analysis can be
done regarding the share of debt, capital expenditure and even GDP shares between the central
government and sub-national governments.

The analysis shows some of the critical aspects that need to be addressed on the issue of
decentralisation. Paragraph 3.4 and Table 3:4 in Chapter 3 illustrates the division of tasks and
responsibilities between central government and sub-national governments. There is need to

align the share of total Public Sector revenues and expenditure patterns to those revenue which
accrue to sub-national governments vis-a-vis all expenditures the local authorities are expected to
fund. As in the case of the City of Harare, surely if the city is expected to look after the welfare
of 12% of the country’s population, it would be expected that its share of the National revenue
cake must be, on average close to that figure, not a mere 3.91%.

4.2 General Overview sub-national governments

Sub-national governments, for the purposes of this analysis, are deemed to include all categories
of local authorities. These include mostly Urban Councils (including City, Municipal, Town
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councils and local boards) and Rural District Councils. The review of the financial patterns of
consolidated local authorities was done using data largely obtained from the Central Statistical
Office (CSO) of the government of Zimbabwe. With an above average urbanisation ratio in
Zimbabwe, we expected that the figures would make up a large percentage of the total national
figures. However due to some definition and information flow problems, the CSO data had to be
adjusted in certain instances to be more in line with the actual total economic significance of
local authorities. Supplementary data was sought from the Ministry of Local Government and
National Housing’s actual records and was inputted into the analysis®'.

Table D3: National — sub-national revenue, expenditure and debt revenue

(Z$ billions) 1994 1995 1996 1997
Total public expenditures 18.3 24.7 32.2 39.4
Total sub-national expenditure 1.8 2.7 2.5 3.0
Sub-national expenditures at % of total

public expenditures 10% 11% 7.8% 7.6%
Total public revenues 15.8 19.3 25.1 35.7
Total sub-national revenues 2.1 2.3 2.3 2.9
Transfers from central government 0.3 0.4 0.5 0.9
Adjusted sub-national total Revenues 1.8 1.9 1.8 2.0
Sub-national Revenues as a % of

Total public revenues (adjusted) 11.4% 9.8% 7.1% 5.6%

Source; National Accounts 1985 — 1997 published by CSO

Table D3 shows that the total sub-national shares in total public expenditures were 10% in 1994,
11% in 1995, 7.8% in 1996 and 7.6% in 1997. Our analysis shows that although sub-national
expenditures increased in nominal terms by 66%, the change over the period, in real terms, was
8.3% negative™. The total sub-national revenue shares in total public sector revenues were 13%
in 1994, 11.9% in 1995, decreasing to 9.2% in 1996 and to 8.1% in 1997; this represented a
change of 4% over the period.

After netting off transfers from central government, the actual revenues recovered directly by
sub-national governments were a mere 11.4% in 1994, 9.8% in 1995, 5.6% in 1996 and 2.6% in
1997%.

>! The problem of data availability for composite sub-national governments is typical of most developing countries.

For the sample group of sub-national governments that were studied in more detail in this report, differences in the
quality and quantity of information was marked from local authority to local authority. This would cause problems

for any centralised statistical gathering office. According to the CSO, some of the sub-national governments did not
produce and submit data on time and therefore made it difficult for more dependable data to be compiled

52 Arrived at after applying the GDP deflator in Table D1 for 1997, which 1.82 to the 1997 sub-national expenditure
figures of $3 billion, divided by 1.82, equal to $1.65 billion.

>3 The drop in 1997 appears to be too big and inconsistent with evidence from discussions held with sample local
authorities. The Central Statistical Office in Harare (the source of the data) admits that the figure might be revised
later as they refine the data. We are, therefore, avoiding making conclusive remarks and analysis based on the
adjusted sub-national revenue figures
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Figure 3: Kwekwe City Council Total Revenue and

Expenditure
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Table D4: National — sub-national revenue, expenditure and debt table

(Z$ billions) 1994 1995 1996 1997
Total public capital expenditure 1.960 2.880 1.701 2.492
Total sub-national capex 0.313 0.563 0.520 0.597%
Sub-national capex as a percentage of | 16% 20% 31% 24%
Total public capex

Source: National Accounts 1985 to 1997 published by CSO
Source: Audited financial reports on the City of Kwekwe

It is interesting to note from Table D4 of the static nature, in real terms, in amounts invested in
infrastructure by sub-national governments. These investments rose marginally from $313
million in 1994 to $328 million 1997*. This happened over a period when pressures were
mounting on local authorities to invest more on infrastructure due to urban population increases.

This trend of falling real or no charge aggregates is also noticeable within the sample sub-
national governments examined. For example, the relationship between revenues and
expenditure for the City of Kwekwe deteriorated between 1995 and 1996. Total expenditure fell
by 3%. (1995-1996), while total revenue increased marginally by (2%) and total capital
expenditure decreased by 16%. Debtors increased between 1995 and 1996, from $1.6 million to
$2.7 million, a percentage increase of 68%. In 1997, debtors’ collection improved, and the figure
was reduced to $1.9 million, an improvement of 30%. In addition, recurrent expenditures
increased by a mere 0.62% and accounted for 87% of Kwekwe’s total specific local government
expenditure in 1995, 89% in 1996 and 79% in 1997.

>* Arrived at after applying the GDP deflator in Table D1 for 1997 (1.82) to the sub-national government capital
expenditure figure of $398 million in 1997 as follows; $398 million divided by 1.82 equal to $219 million.
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The share, of Kwekwe City's expenditure with respect to total sub-national expenditures varied
between 2.5% in 1995 and 2% in 1997. Total borrowings for Kwekwe remained steady at
4million to Smillion over 1995-1997. In real terms, there was no movement at all, given the high
levels of inflation in Zimbabwe over the period of this study. See figure 3 above.

For Gwanda Municipality, total expenditures increased from $5.5 million in 1994, to $6.3
million in 1995. In 1996, the expenditures increased to $11 million and $20 million in 1997.
Revenues, on the other hand, were only $4.3 million in 1994, representing a funding gap of $1.2
million. In 1995, revenues deteriorated to $4.1 million, widening the gap to $2.2 million, an
increase of 83% in the funding gap. In 1996, revenues for Gwanda Rural Council recovered to
$6.4 million, supported by a loan of $ 4. 8 million, thus pushing total revenue for the year to $11
million in real terms the funding gap widened to $4.6 million. In 1997, a decrease of 41% in

revenues against an increase of 83% in expenditure produced a funding shortfall of $11.07
million.

Figure 4: Gwanda Municipality total revenue and expenditure
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Source: Audited financial reports for Gwanda Municipality

It may be noted that in general between 1995-1997, total recurrent expenditure was in excess of
total revenues for the sample sub-national governments except for Rusape. The resulting yearly
deficits for Kwekwe, in the absence of any other form of revenue, were $1.6, $3 and $13 million
over the years 1995, 1996 and 1997, respectively. For Gwanda, although in 1994, recurrent
expenditures were less than total revenues, the situation changed in 1995, 1996 and 1997 when
the deficits was $0.2 million, $0.19 million and $1.9 million, respectively. For Kwekwe the
accumulated deficit increased from $23.2 million (1996) to $32.8 million (1997). This situation
is projected to worsen, as total expenditure estimates are to increase by 69% in 1998. It is
unlikely that revenues will increase similarly for a variety of reasons that include consumer
resistance in the face of high rates of inflation and a low expanding potential revenue source.
However, Kwekwe, from a budgeting perspective, has projected a 169% increase in revenues,
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accompanied by an operating surplus of approx. Z$1 million. (1997-1998). Only Rusape showed
for 1994, 1995, 1996 and 1997 a surplus of revenue over expenditure.

The funding gap is an enormous problem for the SNGs. SNGs are required to produce budgets
that do not show funding shortfalls. However, factors, which include unbudgeted for
expenditures, low revenue recoveries, lost increases, etc, cause SNGs to have funding shortfalls.
In most instances, support is sought from government, in the form of general grants, and this is
not always available. In most cases, working capital requirements are met through the regular use
of overdrafts and other quick forms of short- term finance from the banks, particularly for
payment of wages and salaries. As is evident, most SNGs are in arrears long-term on debt
repayment. Outstanding debt is increasing yearly.

Most revenues for the local authorities are generated through user fee charges (see 4.2.4 — Sub-
national revenues). The amount of revenues from tax is smaller in comparison, as most of
Zimbabwe’s tax is collected by central government. The local authorities are only authorised to
collect property taxes, which are rates. This, however, makes up a substantial portion of total
sub-national revenues, as shown in Table 4.2.4. The system of shared taxes is currently not in
existence in Zimbabwe, although indirectly the mere assumption that central government is
expected to fund local authorities’ shortfall can be interpreted as a form of shared taxes.

4.2.2 Sub-national Recurrent Expenditures

To understand the actual behaviour of the headline figures, as shown in Table D2, there is need
to understand the various component figures. This section looks first at the relationship between
the sub-national recurrent expenditure figures and the total public sector recurrent expenditure
figures. It later attempts to examine the component make-up of the sub-national recurrent
expenditure, at the same time analysing Recurrent Expenditure patterns of the sample group.

Table D5 below shows the relationship between national and sub-national recurrent
expenditures.

Table D5: National and sub-national recurrent expenditures

Z3$ Billion 1994 1995 1996 1997
Total Public Sector Recurrent Expenditure 16.4 21.8 30.5 36.9
Total sub-national Recurrent Expenditure 1.4 2.1 2.0 2.4

Sub-national recurrent Expenditure as % of Total 8.5% 9.6% 6.5% 6.5%
Public Sector Expenditure

Table D6 shows sub-national expenditures contributed, on average, 7.7% of total Public Sector
recurrent expenditures over the period under review. Total public sector recurrent expenditures
grew by 15% from 1994 to 1997, whilst sub-national recurrent expenditure only increased by
71% over the 4-year period. The inference that can be drawn from this is that the areas of
responsibilities for the central government grew much faster than those of sub-national
governments. This line of thought is supported by the fact that the general share of sub-national
recurrent expenditure fell from 8.5% in 1994 to 6.5 in 1997. However, this conclusion sharply
contradicts the trend of decentralisation whereby local authorities are assuming greater
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responsibility for ISP. Evidence gathered in the field visits shows the increasing financing
demands by local authorities. It is possible that the falling share of sub-national recurrent
expenditures to the national figures is a reflection of aspects that need to be attended to in the
decentralisation exercise.

Table D6 shows the component make-up of the recurrent expenditures at sub-national level.

Table D6: Sub-national Recurrent Expenditures (Z$)

Type %“| % 95| % 96 % 97 | %
General public services
(administration etc.) 557 058 305 38 | 778 435150 36 | 509 160 978 251 703710807 | 29
Education, (primary &
secondary) 9654371 | 0.8 21892 025 1 12 644 365 0.6 18021 191 | 0.8
Health
42221 145 3 53725959 3 70 331 875 3.5 95 604 948 4
Social security and
welfare 17 444 951 1 33 508 635 2 23 555 582 1.2 27064488 | 1.2
Housing
94 177 158 6 [ 153440 059 7| 215213917 10.7 22316573 | 10
Community amenities,
Water Supply,
Electricity & Sewerage 303 594 644 21| 473036551 22| 518818359 | 25.7| 673320509 [ 28
Community amenities,
Sanitation (& Waste 124 055 880 91 165737346 | 7.9 | 222355582 11| 282634696 | 11.
Management) 9
Recreational, cultural,
religious affairs 217 183 289 15| 246 809 867 11| 204 609 757 10| 111587512 5
(including liquor)
Economic services,
transport (excl. roads) 82 091 432 6| 223915725 10 | 238 332 842 12| 233850797 | 10
Economic services,
roads 1436370 | 0.2 2961851 | 0.1 4313922 0.3 2271736 | 0.1
Total
1448 917 545 2153463 2019 337 - 2370 383 -
168 179 258
Of which wages
431 000 000 30 | 643997 004 30 | 706 990 702 35| 862487986 | 36

Sub-National Recurrent Expenditures as a percentage of Total Public Sector Recurrent Expenditure

Source: Raw data sheets from the C.S.O. These figures are more accurate than the C.S.O. “National Accounts”
publications, as they include figures that had not yet been submitted at the time of publication of the “National

Accounts”.

Because the subdivisions are different from those in the terms of reference, some of the sections in this graph are
included under subdivisions other than those stated in the terms of reference.
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Some sub-national recurrent expenditures do not show any set trend, as they fluctuate from year
to year, as shown in Table D6 above. Taking social security and welfare expenditure, for
instance, the figure almost doubled between 1994 and 1995, only to fall 29% between 1995 and
1996. It then rose again 14% between 1996 and 1997. The same applies to the figure for
expenditure on community amenities: Water supplies, which fell between 1994 and 1995, rose
between 1995 and 1996, only to fall again between 1996 and 1997. Education has received the
lowest amount, accounting for an average of only 8% of total recurrent expenditure.

Expenditure for the local authorities is concentrated on recurrent activities (general public
services); for many councils, this constitutes a major part of the total expenditure. Wages are also
a major part of the recurrent costs for all local authorities. These are supplemented by
government grants for education and health personnel salaries.

The rest of the recurrent expenditures are thinly spread across the other sectors in the provision
of services. The graph in Figure 5 shows that general public services constitute a major portion
of the recurrent expenditure, and this also reflects the extent to which councils are able to
provide an efficient service to the public.
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Figure 5: Sub-National Recurrent Expenditures - Shares for each
component expenditure
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Expenditure patterns of all sub-national governments within the sample group show that
recurrent expenditure levels grew much faster than revenue levels. As a result, sub-national
governments are finding it difficult to provide efficient and cost-effective services to the public,
due to funding problems.

Over 79% of total sub-national expenditure is consumed by recurrent costs. This is very evident
for Pfura - showing a 89% share in 1996, which decreased to 62% in 1997 when significant sums
were left for capital development. In keeping with the general trend, Pfura had a substantial
increase in recurrent expenditures between 1995-1996 of 76%, a much smaller increase of 11%
the following year and 26% in 1996 t0o1997.

For Pfura wages constituted 39% of total recurrent expenditure in 1995, 56% in 1996 and 57% in
1997; these percentages in most instances are relatively higher than those for bigger cities such

as Harare and Kwekwe or Rusape where recurrent expenditure accounted for 63,5% in 1994,
90.5% in 1995, 82,4% i 1996 and 74.1% in 1997. Again, this reflects the general expenditure
patterns of a larger proportion of local authorities in Zimbabwe.
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In the case of Harare City Council, recurrent expenditure grew almost 82% from 1995 to 1997,
whilst revenues grew only 50% for the same period.

A close look at Harare City Council shows that the wage bill shot up from approximately 42% of
revenue in 1995 to over 50% in 1997

For Ruwa local Board recurrent expenditure grew 6.5 times from 1994 to 1997, whereas revenue
only grew three times for the same period. This clearly indicates that revenue levels are not
keeping up with the rising recurrent expenditure levels. A major component of recurrent
expenditure is wages. Most sub-national governments pay between 42% and 55% of their
revenues as wages, as previously mentioned.

Figure 6: Harare City Council Recurrent Expenditures
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A major problem of the sub-national governments is the decentralisation of the health and
education sectors from the central government level to the sub-national level, as mentioned
previously. Most expenses for these are recurrent, and therefore sub-national governments are
finding it extremely difficult to fund these activities from their current revenue levels. For
example, Harare City Council’s combined deficits for the health and education sectors increased
from Z$ 96 million in 1995 to almost Z$ 172 million in 1997.

For the City of Kwekwe, the trend is that of a steady increase in the percentage of wages as a
share of the total recurrent expenditures, being 41%, 43%, and 48% for the three years,
respectively. This translates to a 4% share of the total sub-national wage bill. The share for
general public services (administration etc.) in respect to total expenditure for Kwekwe is 31%,
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31% and 36% for the period 1995 to 1997, respectively™. This is the second largest expense item
after wages.

Figure 7: Gwanda Town Council Recurrent Expenditures
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The general trend in expenditure pattern for Gwanda is upward, but at differing rates. During
1994-1995, the increase was by 15%, 1995-1996 by 75% and 1996-1997 by 83%. Recurrent
expenditure patterns between 1994 and 1997 for Gwanda maintained the same pattern; that is,
increasing in 1994-1995 by 9%, 1995-1996 by 52% and 1996-1997 by 30%. Capital expenditure
also increased between 1995 and 1996 from $1.9 million in 1995 to $4.4 million in 1996.
Education, refuse and water have maintained the same percentage as a proportion of total
recurrent expenditure representing proportions. The beer fund expenditure for Gwanda decreased
from 25% of total expenditure in 1994 to 20% of total expenditure in all the remaining three
years.

The health sector’s share of recurrent expenditures for Gwanda was 12% in 1994, went up to
17% i 1996 and increased to 20% by 1997. Housing’s share of total recurrent expenditure
fluctuated 24% in 1994, 25% in 1995, 23% in 1996 and 24% in 1997. On economic services,
roads expenditure increased by 9% and a steady 7% for the years 1995 to 1997. Wages for
Gwanda, unlike those for Pfura, remained below 50% of total recurrent expenditure in 1994 at
26%; however, wages’ total rose to 48%, exceeding Pfura’s of 39% in 1995, in 1996 decreased
to 44%:; on the other hand, Pfura shot up to 56%, and in 1997 Gwanda was at 46% to 48% for
Pfura.

3 Total recurrent expenditure as a share of total expenses in Kwekwe accounts for 87%, 89%, and 79% for the
period 1995 to 1997
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4.2.3 Sub-national capital expenditure

Urban sub-national governments are under ever increasing pressures for infrastructure
development due to the high proportion of Zimbabwe’s population living within urban areas.
Demand for housing and related services such as roads, water supply, sewerage and sanitation
are well beyond most sub-national government means and abilities.

Table D2 showed that the total share of sub-national capital expenditure to total public capital
expenditure was 16% in 1994, 20% in 1995, 31% in 1996 and 24% in 1997. Table D7 below
shows the various components of infrastructure investments undertaken by sub-national
governments.

Total amounts invested by sub-national governments in Capital Expenditure were $313 million
in 1994, increasing by 80% in 1995 to $563 million, before falling in 1996 to $519 million, a
decrease of 8%. In 1997, total sub-national capital expenditure increased to 15% over the 1996
levels. In nominal terms, total sub-national expenditure increased 90% from $313 million in
1994 to $597 million in 1997; but, in real terms, the increase was only 5%. A large portion of
capital investments from sub-national governments goes into community amenities, which
include water, sewerage, electricity distribution, etc. These made up 36% of total capital
expenditure in 1994, 20% in 1995 and 29% in 1996 and 1997.

Table D7: Sub-national capital expenditure (Z$)

Type 94 % 95 % 96 % 97 %
General public
services 87 687 583 28 298 036 832 53 205 050 938 40 235808 579 395
(administration etc.)
Education, (primary &
secondary) 417 794 0.4 2590 537 0.5 2 354 336 0.5 2707 486 0.5
Health
7 860 735 23 14 775 693 26 14 775 693 3 16 992 047 2.8

Social security and
welfare 3214292 1 10 547 291 1.9 33 426 642 6.4 38 440 639 6.4
Housing

97 148 609 31 109 069 342 193 109 275 070 21 125 666 331 210
Community amenities, 113 574
Electricity 504 36.2 115077 574 20.4 143 518 948 27 165 046 790 27.6
Distribution, etc
Economic services,
(all) 3096 363 0.9 12431925 2.2 11 161 465 2.1 12 835 685 2.2
Other tasks, e.g. police - 470 806 0.1 ) )
Total 313 888 100 563 000 000 100 519 563 093 100 597 497 557 100

Source: C.S.0. raw data sheets; adjustments were made to the “other tasks” figures, as the C.S.O. did not have all
the required figures.

A look at Appendix 4.2.3 Capital Expenditure for the sample six sub-national governments
looked at under this study shows that there was a strong bias amongst the six to invest in
community amenities, which include water, sewerage, sanitation and solid waste.
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Figure 8: Rusape Town Council and
Rural Council Capital
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However, in view of different recording systems between sub-national governments and the
Central Statistical Office (which was responsible for aggregating the figures), an account-by-
account comparison is not possible between the sample and total sub-national capital
expenditure. For example, Pfura invested 25% in 1994 and 1995, 20% in 1996 and 38% in 1997.

The major consumer of capital expenditure in both Pfura and Rusape is the general public
service department. Very little goes to direct services provision such as health, education,
housing and the other key sectors. For Pfura there was nothing at all going to provision of these
services. All the money was used on general service for things such as office equipment, office
machines, etc. These totalled $ 2.3 million in 1994 and about $ 5.9 million in 1997.

For the City of Kwekwe, the largest expenditure item (1995) was water supply, followed by the

railway deviation and improvement of land, possibly to facilitate the building of low-cost
housing, the largest expense item the following year (1996).
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Figure 9: Kwekwe City Council capital expenditure
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Rusape spent on capital expenditure a total of $2,8 million in 1994, which fell to $1 million in
the following period. Rusape’s share of the total sub-national government amount in 1995 was
0.19% in 1995, 0.25% in 1996 and 0.22% in 1997. These capital amounts were spent on such
key areas as water provision, other economic services and general public services. Rusape
reflects a pattern similar to the majority of sub-national governments, with very little spending
on key provisions such as health and education. There has been no expenditure by Rusape on
housing for a long period. Rusape’s funds for capital expenditure all came from the central
government as loans. Council did not use any of its own resources to fund any capital projects.

The Harare City Council figures indicates a trend where water supply had the highest
infrastructure expenditure of Z$337 million, followed by sewerage of Z$ 290 million and roads
of Z$ 104 million for the years 1995 to 1997. Capital expenditure accounted for 52% of total
expenditure in 1995. However, by 1997 this came down to about 30%. Harare’s share of total
sub-national government capital expenditure was 61.7% in 1995, 34% 1996 and 19.65% 1997.

In the case of Harare City Council, the fall in the amounts available for infrastructure
expenditure in relation to total national amounts available is a worrying trend. The Council’s
inability to access funding sources other than central government had a negative impact on
funding available for capital projects.

Rusape’s investment in Capex dipped to 9.45% of the total expenditure in 1995, from 37% in
1994. There was a general fall in nominal values of amounts invested in key areas such as roads
(fell 58% from $1.1 million in 1994 to $477 000.00 in 1995), water and general administration
over the 1994-1995 period. The aggregate amounts invested in capital expenditure improved in
1996 and 1997 to 17.6% and 26% of total expenditure, respectively.
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Pfura did not invest on capital expenditure in housing, education and a number of the key areas.
This is so because of the fact that Pfura has no such services under its domain, as most of them
are managed by central government. The local authority has no land to carry out any major
investments, as its land is all owned by the State. Consequently, its revenues from rates are low,
as reflected by the amounts received on property taxes by Pfura which ranged from $312 643 in
1994, $590 237 in 1995, $365 628 in 1996 and $492 163 in 1997.

As shown in Table D7, the amount of money being invested by local authorities in capital
development shows very little growth in real terms. However, the availability of funding sources
other than local authorities’ own revenues for the funding of capital development has alleviated
the funding pressures. Funding windows such as the World Bank Urban II program have greatly
assisted the situation. Rusape was a beneficiary of World Bank funds for water and sanitation
projects, and this helped to improve services in this area. However, the Council is now burdened
with the servicing of the loans, making it very difficult to meet other capital related obligations.

Similarly for Gwanda, capital expenditure patterns are influenced mainly by transfers from
central government in the form of loans to the local authority. The government represents the
major capital development provider of finance to Gwanda, which has also benefited from a
World Bank facility with an interest rate of 18.5% on the borrowing. The financials show that
total capital expenditure increased by 32% in 1994-1995, by 128.9% in 1995-1996,and by 164%
1996-1997.

Below is a table comparing specific capital expenditure as a percentage of total capital
expenditure, for both Harare (HAR) and Gwanda (GW).

Table D8: Harare/Gwanda: Specific Capital Expenditure as a percentage of total capital
expenditure

1995 1996 1997

HAR GW HAR GW HAR GW
Health 3.4 0.58 1.2 0 0.95 0
Housing 2.6 16.42 1.9 57 0.88 28
CA: Water 26.0 0.28 34.9 0 35.7 0.29
Sewerage 23.2 32.0 24.2 3.0 37.4 68.93
Solid waste mgt - - - - - -
Rec, Cultural, Rel 3.3 0 2.5 0.59 0 0
EcSW Transport roads 9.5 26.7 9.2 9.56 11 2.78
Others 31.1 24.02 26.1 29.85 14.07 0
Total 100 100 100 100 1000 100

Source: Audited financial statements, respectively

There appears to be no definite trend for capital expenditure, although, notably, Harare has a
slightly increasing trend for about three of the service sectors and decreasing for the rest.
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4.2.4 Sub-national revenues

Section 4.1 (central government) analysed the relationship between sub-national revenues and
total public revenues. Table D2 showed, and further explained in the subsequent paragraphs, that
sub-national revenues constitute, on average, 7.4% of total Public Sector revenues.

Trends in the sub-national revenue patterns show that sector revenue levels increased steadily
over the period 1995 to 1997. However, when one considers the prevailing inflation rates, which

averaged 21.27% over the period, these revenues declined in real terms.

Table D9: Sub-national Revenues

Type 94 % of 95 % of 96 % of 97 % of
Total Total Total Total
revenue revenue revenue revenue
Shared
taxes 0 0 0 - 0 - 0 -
Local (own
taxes) 359 000 508 000
000 16.9 000 21.9 519 000 000 22.6 630 000 000 21.4
User
charges,
fees 480 952 717 353 34.8
410 22.6 731 31 917 000 000 39.9 | 1025000 000
Other
revenues 618 047 465 646
590 29 269 20.1 139 000 000 6.0 183 000 000 6.2
Transfers 313393 377 077
from CG 000 14.7 717 16.3 507 691 352 22.1 979 774 000 33.3
Total
revenue
(Excl. 1771 393 2 068 077
loans) 000 83.2 | 717 89.3 [ 2082691352 90.6 | 2817 774 000 95.7
All Loans 357 200 248 700
000 16.8 000 10.7 215 000 000 9.4 127 964 797 4.3
Total 2 128 593 2316777
revenue 000 717 2297 691 352 2 945 738 797

Source: C.S.O. raw data sheets for 1996 and 1997. C.S.O. published national accounts for 1994 and 1995.
1996 and 1997 figures are estimates. The C.S.O. suggested that we use estimates based on the percentage increase
between 1995 and 1996, as they could not provide us with the actual figures (which are yet to be compiled).

The above table shows that sub-national revenues in total (excluding loans) increased by 16%
from 1994 to 1995, decreased 7% between 1995 and 1996, and increased again 17% between
1996 and 1997. The largest single operating revenue source for sub-national governments is user
charges (fees) for services rendered by local authorities, which include license fees and service
charges. Although user charges constituted more than 23% of total sub-national revenues, their
total contribution increased from 22.6% of total sub-national revenues in 1994 to 35% in 1997.
The importance of local taxes, which are almost made up of property taxes, rose from $359
million in 1994 (16.9% of total sub-national revenues) to $630 million in 1997 (21.4% of total);
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other revenues fluctuated between 6% and 29.04% of total sub-national revenues and ended the
period at 6.21%.

In Zimbabwe, there are no specific shared taxes between central and sub-national governments.
The closest to this is vehicle taxes that are collected by sub-national governments on behalf of
the central government for which they retain a percentage as commission. For example, local
authorities retain vehicle licence fees but pay to government licence fees for heavy vehicles, new
registration books and charge of vehicle ownership fees. Of these amounts paid to government,
local authorities are allowed to retain 5% to cover administration fees for the collection process.
Local (own) tax is the main sources of incomes for the urban sub-national governments. It
includes rate (property tax) and certain licenses e.g. trade and liquor. Sub-national governments
determine the levels of own tax as well as user fees, but they still have to be approved by the
central government for certain specific economic groups. User fees/charges are normally enough
to cover costs for services like water, sewerage, refuse etc. in most SNGs. However, health and
education fees are usually well below economic levels and cannot meet the costs.

The rates and charges setting system applicable in Zimbabwe are also discussed in Chapter 6.
The central government, through the Ministry of Local Government and National Housing,
oversees the operations of all sub-national governments. As the government arm, the Ministry is
responsible for ensuring that government policy is implemented at all local authority levels. This
includes policy decisions on health, education and general welfare, especially for disadvantaged
population groups.

It is through this mandate that the Ministry of Local Government and National Housing has
given a directive for all local authorities to seek its approval before revising upwards any taxes,
rates and charges to be charged to the lower income groupings, i.e. those living in the high
density areas. As most local authorities’ environs include a large portion of the so-called high-
density areas, the effect of the Ministry’s directive on local authorities’ revenues is quite
significant. In the case of Harare, it is estimated that the high-density areas hold 75% to 85% of
the total city population, whilst such settlements cover 30% to 45% of the land area. This implies
that the City of Harare has minimal influence on revenues charged to above 75% of its citizens,
or alternatively 30% of its land area.

The situation is made worse as the central government usually takes longer than normal to
approve most increase proposals from local authorities. However, charges levied on other
income groups are not subject to central government approval. Often local authorities are
compelled to adjust downwards proposed rate increases under pressure from central government,
thereby throwing the whole local authority budgetary process into jeopardy.

Harare City Council local tax income as well as user fees revenue increased by 79% and 44%,
respectively, from 1995 to 1997. The total sum for disposal amounted to $1.5 billion, and total
expenditure in comparison was $1.6 billion. In this instance, the City of Harare had difficulties
with debtors (charged but not collected revenues) in addition to poor collection methods. The
amount due totalled Z$314 million, and, if recovered, it would have assisted in turning the deficit
situation around. The role of central government (especially political pressures) was often cited

121



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

as the major obstacle to improved debt collection, particularly, as central government itself is one
of the major debtors of the sub national governments

A lot of sub-national government revenue is tied up in debtors. However, in most sub-national
governments, the actual specific amounts owed do not affect the general financial state, with the
exception of Harare, as already mentioned. Nevertheless, there is strong resistance among
residents and users of services in paying their bills to sub-national governments. Although
citizens quoted various reasons, the real cause for refusal to pay amounts owed appears to be
economic. Collection of dues is not easy because of a number of reasons e.g. unable to trace
debtors, political interference by head councillors, inability on the part of residents to pay, etc.

Property taxes or rates for the City of Kwekwe show the following pattern: between 1995-1996
an increase of 17% was recorded, whilst in 1996-1997 there was a decline of 9%. This decline
may have been due to collection system failure. Share of property taxes to total tax revenue
represented 13%, 15% and 12%, respectively, for the years 1995 to 1997.

For the City of Kwekwe, charged but not collected revenue (debtors) increased by 33% between
1995 and 1996 and by 18% between 1996 and 1997. However, it is worthwhile to note that
although the increase percentage appears rather high, the actual amounts involved would not
really affect total receipts, as they remained stable (below 20%) in relation to total tax revenue
(15%, 20% and 20%).

Almost all sub-national governments face cash crises due to this and end up borrowing from
banks at prohibitive interest rates to finance recurrent expenditures.

4.2.4.1 Specific types of sub-national revenues

Tax (property taxes, etc) revenues that accrue to sub-national governments’ income accounted
for an average of approx. 20% of total sub-national revenues over the period 1994 to 1997. As
explained above, the total contribution of tax revenues to total sub-national revenues has been
increasing from 17% in 1994 to 21% in 1997. The main impetus for the increase is the rise in
rateable properties within the local authorities rateable areas. There has been over the past few
years a flurry of activities in the construction of private residential properties in the main urban
areas of Harare, Bulawayo, Gweru and Mutare.

The property tax base is determined by the value of the land as well as improvements made on
the land. They may be classified as residential, commercial or industrial property depending on
the location of a building as well as the nature for which it is used.

Rates normally finance the administration departments e.g town clerk, city treasurer, engineers’
and works department stores, etc. However in reality rates finance a lot of activities like housing,
liquor section, health, education et al.

Rate of tax varies from one sub-national government to another. Revaluation of property is also

undertaken from time to time; say 7-10 years by most local authorities to take into account
current property values. For Harare City Council, the property tax rate as at 1997 is as follows:
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- Land - 10 cents for every Z$100 improvements- 7 cents for every Z$100 for
residential properties.

- Land - 26 cents for every Z$4100 improvement- 16 cents for every Z$4100 for
commercial/industrial properties.

Tax rates for high-density areas, however, are subject to central government approval.
Government buildings, churches, etc. are exempt from property tax. However, central
government pays certain amounts as grants to local authorities to compensate the sub-national
governments for loss of potential income.

The existence of another tax revenue system is not apparent from the accounts other than user
charges, which encompass rates and fees for various activities. These account for 43%, 50% and
42% (for the three years) share of total revenue for Kwekwe City. It is obvious then that this is
an important source of income and needs to be managed efficiently. Other revenues, consisting
of sundries, interest on investments, etc, account for the next largest receipts: 16%, 20%, 21%
respectively.

Beer Fund — This is included in other revenue sources. For the City of Kwekwe, the Beer Fund
and sale stands contributed a 24% to revenues in 1995 and nominal amounts in subsequent years,
1.e. 5%, (1997).

General grants from central government to finance recurrent expenditure are not evident from the
figures analysed™. However, in all discussions held with local authorities, the consensus was that
such grants are now so inconsistent and small that they do not make any significant mark to the
authorities revenues. As explained elsewhere in this report, the general grants are expected to
cover funding shortfalls and in the case of rural district councils boost income levels.

Specific grants, on the other hand can either be to cover specific recurrent expenditures and/or
specific capital expenditure. A typical case of specific recurrent grants would be health and
education grants which are claimed by local authorities to fund shortfalls on health and
education. There are general specific transfers from central government to local authorities to
cover expenditure items such as teachers’ and nurses’ salaries

Specific capital transfers cover capital development projects, which include infrastructure
development. Table D10 shows transfers from central government to sub-national governments.

%% The figures from the central sub-national office are aggregate of all transfers from central government to sub-
national; government. The actual state accounts do not also show evidence of general grants, but rather specific
grants to cover certain specific sub-national recurrent and/or capital expenditures.
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Table D10: Sub-national transfers from other government levels to the sub-national
governments (Z$)

Type 1994 1995 1996 1997

Specific and general grants (can be

used to finance all functions) 313 393 000 377077 717 507 691 352 979 774 000
Total sub-national revenues 2128593000 | 2316777717 | 2297 691 352 2 945 738 797
As a % of sub-national revenues 14.7% 16.3% 22% 33.3%

Sources: C.S.0. National Accounts

As shown in Table D10 above, transfers from central government constitute about 22% of total
sub-national government revenues on average. The actual quantum of grant transfers increased
by 20% in 1994/95, from $313 million to $377 million; 35% in 1995/96 from $377 million to
$508 million and 93% in 1996/97 from $508 million to $980 million.

It must be noted that the figures presented in Table D10 are aggregate central government grants.

Data containing all the various types of Grants, in a broken down format could not be obtained
within the period of the study.

Table 4.2.5, “Sub-national transfers from other governments level to the sub-national
governments” (see Appendices) shows that specific grants comprised the bulk of transfers to
sub-national governments over the period under review. From 1994 to 1997, specific transfers
made up 80% of transfers from central government to sub-national government whilst the
remaining 20% was made up of general, non-specific grants.

4.2.4.2 Other local revenues (user fees)

Revenue sources at sub-national level are heavily biased toward user related charges. Table D11
below show the various components that make up other sub-national revenues.

Table D11:  sub-national other revenues (Z$)

Type 94 % 95 % 96 % 97 %
Fees/charges/payment for
water supply 303 594 644 28 473 036 550 40 607 354 256 58 667 376 466 55.
Fees/charges/payment for
sanitation (includes
sewerage) 124 055 880 11.3 165 737 346 14 222 554 457 21 237473 617 20
Fees/charges/payment for
electricity distribution
Fees/charges/payment for 0.25
roads 1436 370 0.13 2961 851 4 4115047 0.4 7 545 192 0.6
Fees/charges/payment for
education 9654 371 0.88 21892 025 1.85 12 644 365 1.20 16 999 777 1.4
Fees/charges/
payment for health services 42 211 145 3.8 53 725 959 4.54 70331875 6.7 95 604 948 7.9
Other non-tax revenues
(Incl. Beer charges) 618 047 590 56.2 465 646 269 39.4 139 000 000 13.2 183 000 000 15.2
Total

1 099 000 000 100 1 183 000 000 100 [ 1056 000 000 100 1208 000 000 100

Source: C.S.O. raw data sheets
Notes: Figures for water supply and electricity distribution are equal because the one figure for “water and
electricity charges” has been split in two to cater for these subdivisions.
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Service charges for water supply are based on actual usage. Other services like sanitation, refuse
removal (solid waste), sewerage, etc. are based on fixed charges as per the size of the property,
volume of refuse etc.

Health and education fees levied by government institutions are specifically controlled by central
government and kept to a minimum levels, which in most cases, are uneconomic. Sub-national
governments suffer financially due to this.

For Harare City Council the water, sewerage and water management sectors made Z$ 58 million,
Z3$31 million and Z$1.5 million surpluses, respectively, during the years 1995, 1996 and 1997,

while the health and education sectors made huge losses.

Table 12: Sources of revenue as a percentage of total revenue for the city of Harare

Share of TSNG excluding rates
1995 1996 1997
% % %
Fees/charges:
Water supply 25 28 21
Sewerage 6.2 8.1 6.9
Sanitation 4.0 4.9 4.7
Solid waste mgt. 0 0
Electricity distr. 0 0 0
Roads 3.9 4.3 3.8
Education 0.7 0.6 0.6
Health 2.5 24 2.3
Other non-tax 12.9 8.64 10.5
TOTAL 55 43 49.7

For Harare, fees/charges contributed an average of 24.33% to revenues from water receipts for
the years 1995 to 1997. An average of 12.6% of total sub-national revenue Other non-tax
revenues accounted for 10.7% making this the next largest contributor to Harare’s revenues.

All sub-national governments receive royalties from ZESA (a central government parastatal) -
These are included in the water accounts for this study -in respect of electricity distribution.
Income is also received in the form of collection fees on vehicle licensing. This figure is
accounted for under the Department of Treasury.

For Kwekwe the trend from year to year for other revenues is upward for most services; showing

increases of 12-20% i 1995-1996 and 20-26% in 1996-1997. This is with the exception of
health, roads and other incomes, which indicate a decline.

125



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

Fugure 11: Other Revenues for Ruwa Local Board
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Figure 12: Other Revenues for Harare City Council
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Figure 13: Other Revenues For City Council
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4.2.5 Transfers from other government levels to the sub-national governments

Central government disburses various types of transfers/grants to the sub-national governments.
They are block/general grants, capital grants, specific grants, reimbursements, etc.

Block/general grants are disbursed to boost sub-national governments financial resources and
can be used to finance anything at the discretion of the sub-national government. They also apply
mainly to the rural district councils. Capital grants are disbursed to assist sub-national
governments, finance infrastructure developments. Special grants, reimbursements, etc are
disbursed for sub-national governments to finance specific tasks, e.g. health and education. They
are mainly to cover shortfalls in recurrent expenditures.

In the past, block/general grants, specific grants, reimbursements, etc were adequate, timely and
helped cover recurrent expenditure of councils in certain sectors. For example, salaries of health
personnel and teachers were adequately covered. However at present central government is
finding it difficult to allocate its scarce financial resources and transfers have become very
unreliable both in terms of amount and time lines.

Sub-national governments are not involved in negotiations regarding central government
transfers, and they do not have any influence on the results. In most cases, transfers fall far short
of actual expenses, leaving most sub-national governments with huge deficits in certain
mandatory services e.g. health and education. It can therefore be concluded that fiscal transfers
from central government do not match clearly defined objectives and they are not predictable
either.
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All transfers from central government are remitted directly to the sub-national governments, but
their timing and amount are not predictable as mentioned earlier. It is quite common that
transfers meant for a particular financial period are disbursed in the subsequent financial period.

Table D13: Examples of Transfers from central government to sub-national governments

Type 1994/95 1995/96 1996/97 1997/98
Admin & General Grants to;

Rural District Councils P P P P
Local authorities P P P P
Specific Grants on:

Housing P P P P
Fire fighting services P P P P
Health Services Grant P P P P
Education Service Grants P P P P
Other Transfers NC NC NC NC

Legend: P — Paid, NC — Not Clear

4.2.6 External finance of the sub-national sector

4.2.6.1 Sub-national government borrowing

SNG’s are required to apply for borrowing powers from the Minister of Local Government and
National Housing. This is governed by the Urban Council’s Act (chapter 29:15) Section 290. The
Act requires that the borrowings be applied for the specific purpose for which it is being raised.
(Section 290 (6) (a).) However, for bigger council’s e.g. Harare and Bulawayo who operate a
consolidated loans fund (CLF) monies borrowed can be pooled to this fund and used to finance
all capital projects of the council. What this means, is that for smaller councils each loan is tied

to a specific project whereas for councils with CLF this is not the case. The regulations are
transparent and clearly indicated in the Urban Council’s Act. Short-term borrowing to finance
recurrent expenditure can be done without Ministerial approval.

Sub-national governments borrow approximately 90% of their funds for infrastructure
development from the central government. Under the current system, only the five cities are able
to raise finance by issuing securities (bonds) into the capital market. However, as of 1997 only
Harare and Bulawayo had taken advantage of the scheme. Mainly pension funds; insurance
companies, merchant banks, building societies etc purchase these bonds.

Harare City Council had issued municipal bonds from the capital markets amounting to Z$481.5
million as at 30 June 1997. Interest rates range from 6.75% to 18% and some have terms up to 18
remaining years. Bond terms may vary to more than 20 years. Large urban councils like Harare
can also borrow from the market as long as borrowing powers are sought from the Minister of
local government. However, interest rates are now very high.

Finances from external sources like USAID, ADB and World Bank have helped sub-national
governments tremendously and such funds are utilised mostly to finance capital expenditure
areas such as housing and sewerage. However, sub-national governments are required to access
these funds through the central government, and their indebtedness is also to the central
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government. For example, of the total external loans outstanding for 1997 for the City of
Kwekwe, 99.78% came from government, pension funds with 0.15% and banks with 0.07%.

Table D14: Sub-national government borrowings

Z$ millions 1994 1995 1996 1997
Total sub-national revenues 2129 2317 2298 2 946
Total outstanding debt 1381 1610 1811 2463
Outstanding debt as a percentage of total sub-national 64% 69% 78% 84%
government revenues

Table D14 above shows that outstanding debt grew 78% between 1994 and 1997, whilst total
sub-national revenues only grow 38.4% over the same period. This resulted in a sub-national
debt increase from 64% of total sub-national revenues to about 84%. The biggest growth in the
debt figures was in 1996/1997 when debt rose 36%. The motivation for this growth in debt levels
is confirmed by rising local authorities deficits, which central government is not funding.
However, additional borrowing has resulted in the recorded lower increase of 35% for sub-
national debt, as a function of revenue.

This brings in an interesting aspect on sub-national governments borrowings, which is access by
sub-national governments to short-term bank funding such as bank overdraft facilities. Access to
these facilities does not require central government approval, and overdraft figures do not seem
to be included in sub-national government borrowing figures as shown in Table D14. A
comparison of the City of Kwekwe bank overdrafts in relation to the income deficits for the
period 1995 to 1997 shows the following:

Table 15: Comparison of bank overdraft in relation to income deficit for Kwekwe

Z3$ million 1995 1996 1997
Annual Deficit 1713 3045 13 826
Bank O/D as at year end 1 606 6 480 5012

It is, therefore, possible from a sub-national perspective that if total borrowings included
overdraft figures for each local authority, the total debt figures would be much higher than those
shown in Table D14 above.

Of the total amount of debt shown in Table D14, an average 47% is from registered stock® while
the remaining 53% is from other sources™. Debt from registered stocks fell 1,7% in 1995 then
rose 15,8% in 1996 and 134% in 1997, while debt from other sources rose 28,8% in 1995, 10,8%
in 1996 and fell 39,3% in 1997. Debts from registered stocks appear to be becoming a significant
source of finance for local authorities, while borrowing from other sources is declining and in
1997 fell by almost 40%.

> The figure for registered stock includes stock from pension funds, banks and Insurance companies.
%% The figure for 'Other sources' includes debt from central government, private sources as well as other
short-term debt. See appendices 4.2.6.1 — sub-national government borrowing
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4.2.6.2 Borrowing, Annual change in debt

Figure 14: Local govt debt breakdown (Z$ million)
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Unfortunately, lack of adequate information on borrowing terms, etc. precludes a conclusive
discussion. However, total loans outstanding figures for the City of Kwekwe indicate a 40%
increase 1995-1996 and 50% 1996-1997 accounting for 2% share of total sub-national
borrowing.

Unfortunately, it is not possible to show a graph of the sample six SNGs, as information is not
adequate except for Harare and Ruwa.

Harare has the largest share (in the absence of other big sub-national governments, such as
Bulawayo, Chitungwiza and Gweru) of the total finances available from debt sources. Figures
indicate that Harare’s share was 50% in 1995, 51% in 1996 and 59% in 1997. As expected, total
debt service decreased by 1997 to 3.97% albeit marginally, from 1995-1996°s 21%. For
example, the figure below reflects debt changes in Ruwa’s debt profile.

Figure 15: Ruwa Local Board
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4.2.6.3 Debt Service-Payment on Loans Including Interest

For the period under review, sub-national debt service was under a lot of strain. Most sub-
national governments in Zimbabwe are highly indebted to the central government. Most of the
loans are in respect of Ministry of local government and National Housing advances to local
authorities in respect of infrastructure development (see above) under programmes such as the
World Bank Urban I & II projects.

However, in view of the deteriorating cash flow situation of most local authorities, most are
finding it difficult to raise cash to service current maturing loans. As shown in Table D14 above,
local authorities, instead of reducing total outstanding debt, have been increasing their total
indebtedness to external parties. Between 1996 and 1997, local authorities contracted new debt
that was 224% higher than the new debt contracted in 1996.

Detailed figures on the actual breakdown of loan repayments to lenders and new draw downs
could not be obtained in total sub-national level. However, the information in Table D14 can be
used to note a trend as far as total sub-national debt servicing is concerned.

From discussion held with officers within the sample local authorities, the advances from central
government appear to be easy target. The argument that central government owes sub-national
government monies on educational and health funding shortfalls is used by most local authorities
as a reason not to service loans to government which would have become due. This has thrown
the entire central government/local authorities loan and subsidy system into some kind of
confusion and in certain instances created misunderstandings, as in the case of City of Harare
and central government®.

The other sources of loans for local authorities are the capital markets and financial institutions.
Data on actual relationships between financial institutions and local authorities as far as loan
servicing is concerned is not readily available. The mere fact that the banks are allowing local
authorities to be accommodated on overdrafts, etc. implies that they are fairly comfortable with
the risks and ability of such local authorities to service such overdrafts.

On the capital markets, only five local authorities (i.e. the cities of Harare, Bulawayo, Gweru,
Mutare and Kwekwe) qualify to access the capital markets. Two of the largest, being Harare and
Bulawayo actively use the capital markets to fund infrastructure expenditure.

The servicing of loans sourced from banks and other capital market sources (i.e. insurance
companies, pension funds, etc.) appears to be more timeous than government loans. Probably
external financiers have more resources to ensure local authorities comply with original loan
terms. The mere fact that local authorities, to the eyes of the private sector, are viewed as
extensions of central government, gives the private lenders a degree of comfort on the
creditworthiness of the local authorities. Indeed, the mere fact that local authorities need
approval from central government before they can borrow implies a degree of central
government guarantee of the transaction.

%9 Refer to the report on the State of Government in the City of Harare
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4.2.7 Sources of finance for selected types of infrastructure

Financing for infrastructure development by sub-national governments mainly comes from loans
from central government. But these are not consistent, as they are a function of the availability of
resources within the central government.

External sources like World Bank, USAID and ADB have also provided various infrastructure
funding through the central government.

For sub-national governments in the rural areas, external donors have provided funding, i.e.
water supplies reticulation and sanitation under the IRWSSP (Integrated Rural Water Supply and
Sanitation Project).

Private sector funding of projects is very limited and has not happened on a large scale. Isolated
projects have been funded by the private sector, but they have been purely on an understanding
between a particular sub-national government and the private sector. Current economic decline
in all sectors of the economy as well as suspicion of private sector regarding management of
resources by sub-national governments has not helped at all.

In the case of Harare City Council, private sector partnerships have been mooted for some time.
Over the review period, there were not any substantive partnerships worth noting. However, the
Harare City Council has “privatised” services such as refuse collection. The council contracted
private sector companies to collect solid waste from around the city environs. According to
information available, the experiment has not been as successful as had been initially hoped.

The table below shows the aggregate split for financing infrastructure provision amongst larger
urban and municipal councils in Zimbabwe over the study period. However, the weighing of
sources is different amongst the smaller town boards and rural district councils. There is a heavy
reliance amongst these smaller local authorities on both government and donor financing. This is
largely due to the smaller revenue base within these local authorities.

Government Rates/ User Donor Borrowing | Other

Grants Taxes Charges Sources
Water 10% - 50% 30% 10% -
Education 9% 82% 3% - - 6%
Health 65% 9% 3% 12% - 11%
Roads 3% 84% - - 8% 5%
Housing 24% - - 44% 20% 12%
Lighting - 95% 2% - - 3%
Others - 64% 26% - 2% 8%

4.2.8 Expenditure of tax assignment and administration of taxes

The sub-national governments major tax revenues are property tax i.e. tax on land and buildings
in case of urban councils and tax on farmlands in case of rural district councils. These contribute
a sizeable amount of own tax revenue of all councils. Besides these sub-national governments
also have revenue from trade and liquor licenses, building plan fees etc. As mentioned earlier,
vehicle taxes (road tax) are collected by the sub-national government on behalf of the central
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government for which they retain a percentage (very minimal) as collection/agency fees. There
are no shared taxes in Zimbabwe like income tax, corporate tax etc.

The tax base regarding property taxes is determined by both land and property values within a
designated area under the jurisdiction of sub-national governments. Predetermined rates
approved by central government are levied against individual land and property values (the
investment on the land) in arriving at taxes for a particular property. Buildings are rated soon
after construction Big sub-national governments, like city councils, have their own estates
divisions to carry out the valuations. Smaller SNGs engage private valuers. Valuation roll or
property roll is reassessed every 7 to 10 years to ensure that market rates apply. Collection
methods and procedures are that sub-national governments send out billings and property owners
come and pay at various council offices. Trade and liquor licenses will have to be obtained
before such businesses can be operated. Therefore, it can be stated that sub-national governments
are wholly responsible for collection of such revenue as well as following up on defaulters.
However, some sub-national governments’ councillors are reported to be exerting political
pressures on local government officials, which are in conflict with local authority interests. This
is most prevalent in cases of debt collection on defaulters, especially in cases where sub-national
governments take defaulters to court or where essential services like water are disconnected for
non-payment. This compromises the efficiency and effectiveness of debt collection methods.

For Urban local Councils, income points typically comprise of specific revenue points. In the
case of the cities of Harare and Kwekwe, a comparison of revenues against expenditure is shown
in Tables D16 and D17:

Table D16: City of Harare - revenue and expenditure

ACCOUNT INCOME EXPENDITURE SURPLUS/(DEFICIT)
Estates 28.2 11.8 16.4
Rate 485.2 462.6 22.6
Sewerage 99.2 54.1 45.1
Waste 71.5 58.5 13.0
Parking 16.1 16.1 0.0
Housing 42.6 75.6 (33.1)
Health 32.3 128.1 (95.8)
Education 8.9 36.5 (27.6)
Welfare 2.5 33.5 (31.0)
Bus Terminus 54 1.4 4.0
Water 363.6 300.0 63.5

1,155.3 1,178.1 (22.8)

Source: Duff & Phelps Credit and Diagnostic Reports
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Table D 17: City of Kwekwe - Revenue and Expenditure

ACCOUNT INCOME EXPENDITURE | SURPLUS/
(DEFICIT)

Rates 18.3 17.2 1.1

Housing 6.0 4.9 1.1

Services 32.6 24.0 8.6

Health 2.7 8.3 (5.6)

Liquor 19.7 20.6 0.9)

Education 0.2 1.4 (1.2)

Other 13.6 30.5 (16.9)

Total 93.0 106.9 (13.8)

Source: Duff & Phelps Credit and Diagnostic Reports

The above tables show that there is cross subsidisation of services within local authorities.
According to the existing structure, it will be difficult for most service areas to considered as free
stand-alone revenue and cost centres. In the case of both Harare and Kwekwe, the largest deficits
were recorded in health and education. This can be attributed to the central government
directives on education and health as explained earlier.

Important infrastructure areas such as roads, street lighting, etc. do not appear to have their own
income points. This is because revenue for such areas is not accruing to local authorities but to
central government (in the case of roads) and ZESA (in the case of lighting). It is interesting to
note that the Harare water account recorded a surplus in 1997 of $63.5 million. However, the
surplus was used to fund other shortfalls within the council as opposed to improve the city’s
water supply.

Other than for certain economic subsections mentioned in previous sections, all local authorities
can determine the level of charges they want to charge their citizens. According to discussions
held with local authorities, none is allowed to budget for losses. It seems as if Harare and
Kwekwe did fairly well in this respect because, other than for health and education (where policy
is determined by central government), they recorded surpluses in most of their sectors. Kwekwe
also recorded deficits in liquor and others in addition to education and health.

4.2.9 Estimation of the sub-national revenue potential

Revenues for local authorities are derived from the following main sources:

e Rates on property

e User charges including;

- Water supply

- Sewerage

- Sanitation

Health

Grants (Specific and General)
Loans

Income from own specific activities
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Given the analysis in this report, it is possible to examine the potential revenue from each

existing source. This section will also attempt to examine the possibility of revenues coming in
from other sources that do not currently appear to be exploited. The annexes, table 4.2.9 contains
estimates of SNG revenue potential. It appears from these estimates that the average revenue
potential is approx. 30%.

e Rates on property

Property rates accounts are one of the more important revenue sources for most sub-national
governments and contribute the biggest portion of revenue e.g. for City of Harare 42% of total
revenue and the third largest single revenue contributor, in the case of Kwekwe 20%. Rates on
property are calculated as a percentage of the value of the land and improvements thereon.

Therefore, the amounts recovered on rates are a direct function of the value of the property (ies).
More frequent (say every four or five years) updating of property values within local authority
areas would greatly improve the total amount of rates collected by sub-national governments.
Most local authorities amongst the sample group mentioned that they revalue their properties in 7
to 10 years intervals. In this period of high inflation, the opportunity cost can be immense, given
the fact that expenditure will be escalating annually.

e User Charges

The costing of economic levels of user charges is not clear. Judging from the schedules shown in
Paragraph 4.32.8, it appears the costing on such services as sewerage are based on meeting the
recurrent expenditure, with no adequate provision being made for asset replacement. This

distorts the actual cost to the councils such that by the time the asset needs to be replaced, no
revenue cushion would have been created for these purposes.

e Grants
Generally, local authorities should not be depending on grant to finance normal expenditure.

However, the need for grants to fund shortfalls in health and education is, in the absence of
autonomy to charge economic fees.

e Loans

The ability of sub-national governments to access loans from both the public and private sector
will have an impact on funds available, especially for capital development projects.

¢ Income from own specific activities

The importance of this income source is not very clear.
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4.2.10 Evaluation of tax assignment and administration of taxes

Efficiency in the tax collection and administration systems within local government is a function
of:

e the regulatory environment within which sub-national governments operate;

e the autonomy of sub-national governments in operating in accordance with their
mandate;

e quality of staff; and

e management controls and supervision.

In Zimbabwe, the issue of the regulatory environment within the local authorities is discussed in

detail in Chapter 6. The relevant acts that govern the operations of sub-national governments are
substantial. In certain instances, the provision of such acts overlap, making it difficult to allocate
responsibility to specific body.

The other problem is that some of the acts that govern the efficiencies of local authorities are
administered by ministries other than the Ministry of local government and National Housing.
An example of such is the Road and Traffic Act, which is administered by the Minister of
Transport and Energy, but affect the state and condition of roads within local authorities.

The issue of autonomy also affects efficiency. The political structure of Zimbabwe was designed
to bring the administration of local authorities closer to the relevant political structure for the
area. Local government councillors are elected on a political party ticket. This has meant that
some local authorities decisions are vetted by political party structures before implementation.
This has affected the efficiency of some local authorities where very strong and forceful party
structures exist. As mentioned previously, even the collection debts from defaulting citizens is
not very effective when political pressure is brought in.

The quality of staff is also very affected by political pressures. There are instances quoted in the
Thompson report on the state of affairs within the City of Harare where it was noted that some
appointees to key posts were not made on merit but rather political pressures.

4.2.11 Analysis of sub-national governments creditworthiness

The ability of local authorities to tap into financing sources other than the central government is
dependent on the perceived risk of the local authority concerned by the lending institution. To be
able to access funding from the central government, the requirements are less stringent than the
private sector. The private sector tends to put the local authority concerned under detailed
scrutiny and the following issues are pertinent:

administrative efficiency of the relative local Authority;
socio-economic characteristics;

analysis of income sources and the collection efficiency;
financial profile;

estimated budgets; and
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e use of funds required.

In late 1998, USAID contracted Duff and Phelps Credit Rating to do an exercise of rating six
local authorities, which included Harare and Kwekwe, and their results are contained in a report
published in 1999.

In summary, some of the report findings were as follows:

Bulawayo Comment

Long Term
BBB Band Rating

Adequate protection factors and considered sufficient for prudent investment. However,
there is considerable variability in risk during economic cycles.

Gweru, Harare, Kwekwe

Long Term
BB Band Rating

Below investment grade but capacity for timely repayment exists. Present or prospective
financial protection factors fluctuate according to industry conditions or company
fortunes. Overall quality may move up or down frequently within this category.

The Duff and Phelps study showed the following, as far as the attractiveness of debt issued by
the six local authorities studied:

Table D18

CITY RATING INVESTIBILITY (Long Term)
Bulawayo BBB Investible

Gweru BB Below grade

Harare BB Below grade

Kwekwe BB Below grade

Masvingo BB Below grade

Mutare BB Below grade

In summary, only one (Bulawayo) out of the six studied qualifies as investible grade.
Experiences have shown that the market puts emphasis on these grades. The City of Bulawayo,
for example, has not had problems in raising funding out of the capital markets.

Most other urban councils and district councils depend on credit loan facilities negotiated on a
one on one basis. However, it must be noted that the mere fact that all borrowings by sub-
national governments require government approval, the general belief in the money and capital
markets is that the central government will be giving on “implied” guarantee to the loan
arrangements. This is not consistent with the provision of the Finance Act, which states that a
guarantee will be specific and will emanate from the Ministry of Finance.
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CHAPTER FIVE

SUB-NATIONAL INFRASTRUCTURE AND SERVICE PROVISION IN

ZIMBABWE

5.0 Introduction

Since Independence in 1980, the Government has come up with various reform programmes
whose focus has been the efficient provision of infrastructure and services at the sub-national
government level. Some of the reform programmes have been implemented 1.e. the provision of
the electricity by a parastatal and some are in the process of being implemented i.e. the Water
and Roads Sector Reform Programmes. The Government is also encouraging sub-national
governments to shed off some of their core business to the private sector.

This Chapter, comprising of six (6) sections, examines the following:
- the division of responsibility among the different levels of government;
- the organisational patterns of Infrastructure and Service Provision (ISP);
- indicators on the comprehensiveness of ISP;
- the issue of affordability of ISP;

. the infrastructure inventory concerning central and sub-national governments; and

- the issues of tariff policies in relation to ISP.

The facilities that are dealt with here are: water supply and sewerage services, educational and
health services, roads and drainage systems, power supply and sanitation services. For the
purpose of this report, the sub-national governments are grouped in three main categories. These
are the Cities, the Towns/Municipalities and the Rural District Councils (RDCs).

5.1 Division of responsibility and service provision among the different levels of
government

The government has come up with a structured way of delivering ISP. Cities, towns and
municipalities have been empowered through the Urban Councils Act (Chapter 29:15) to
undertake certain infrastructure services within their areas of jurisdiction. Particular reference is
made to the following:

- execution of sidewalk works and township roads;
- powers of council in regard to sewage and drainage;
- powers of council in relation to water supply ; and

« provision of transport services.
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Rural District Councils (RDCs) are regulated by the Rural District Council Act (Chapter 29:13).
The act refers to powers of councils in regard to sewerage and drainage. It also specifies how the
councils may charge occupiers and owners of land for services made available. Table 3.6 in
Chapter 3 gives a general overview of the division of responsibilities among different levels of
government and other providers of ISP.

There is a clear distinction between the different urban councils. City councils and municipalities
provide broader and more complex services than town councils and local boards. The gradation
is such that an urban council has to evolve from a Local Board to a Town Council and then to a
Municipality and eventual to a City Council. As the urban council evolves through the different
stages of growth the greater the powers it assumes from Central Government in the provision of
infrastructure services as detailed in the preceding sections with particular reference to roads and
drainage, water supply, sanitation services, education and health facilities.

5.1.1 Roads and Drainage

The public road network of Zimbabwe amounts to 76 000km, of which about 20 percent of the
roads are paved. About 18 000km are state roads under the jurisdiction of the Ministry of
Transport and Energy (MoTE) and administered by the Department of Roads (DoR); 52 000km
of local rural roads are under the jurisdiction of the Rural District Councils (RDC); and about 5
000km of urban roads and streets are administered by® Urban Councils. Although the main roads
appear to be in good condition compared to roads in neighbouring countries, about half have
pavements that are more than 30 years old and are already showing increasing signs of
deterioration. Most of the roads under RDCs are in fair to poor condition, while about half of the
earthen roads are impassable during the rainy season.

Zimbabwe inherited a good road network at independence. However, the road network was
designed to cater for the colonial economy. It has therefore been necessary to expand the
network to provide all weather access to poorly serviced areas. Centres like Gutu are now linked
to other major centres by tarred roads. Sub-national governments also invested in new residential
areas in response to burgeoning urban populations. This increased the infrastructure inventory,
with the consequent increase in maintenance. Government has, through the District Development
Fund (DDF), constructed and improved nearly 21 000 km of earth roads in communal and
resettlement areas. While new roads continue to be built, there appears to be a growing backlog
of maintenance on roads under both Central Government and Sub-national government
management. About 80% of the roads and streets managed by urban councils are tarred, but
much of this network is in poor condition and in need of periodic maintenance, rehabilitation and
upgrading®'.

State roads that pass through urban centres are supposed to be the sole responsibility of the
Central Government. Some of these roads need rehabilitation and expansion to cater for
increased traffic volumes. Due to inaction from the Central Government, sub-national
governments are forced to carry out the work without compensation. However, the Central
Government is responsible for sourcing 75% loan financing for capital works. A comparative

5 Ministry of Transport, Road reform programme Report
%! Ministry of Transport
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matrix on Table 5.2 outlines the division of responsibility among different levels of government
for roads and drainage system.

5.1.2 Water Supply

The adequacy of water supply infrastructure is a key element in national development in terms of
diversifying production, expanding trade, coping with population growth, reducing poverty or
improving environmental conditions. Good infrastructure raises productivity and lowers
production costs. Developing countries are characterised by poor quality or collapsing
infrastructure. The provision of potable water supply and good sanitation gives rise to
opportunities for poverty reduction and contributes to environmental sustainability. Potable
water is water free from contamination and safe to drink without further treatment. Without
applying any rigorous health or hygienic standards, households using piped water, communal
standpipes, protected boreholes and wells could be assumed to have access to potable water. In
order to be consistent with the Central Statistic Office’s classification in the Zimbabwe National
Report of 1992, access to potable water has been taken as any safe water point within 500m. (It
should however be noted that WHO standards specify a distance of 200 m from water source as a
provision for access to potable water.)

In Zimbabwe, the provision of Water Supply has in the past been regulated by the Water Act of
1976 and current Water Act of 1998, which is intended:

‘To provide for the planning of the optimum development and utilisation of the water
resources of Zimbabwe...’

While sub-national governments have been authorised to provide this essential service, for those
sub-national governments with a weak revenue base, central government has tended to retain this
function. For the Cities of Harare and Kwekwe and the town of Rusape, Central Government is
only responsible for impounding works - i.e. dams. The city takes over the treatment,
transmission and distribution.

Central government buys treated water from City of Harare and sells it in bulk to Ruwa Local
Board. For Pfura and Gutu Rural District Councils, central government through the Department
of Water is responsible for the treatment and distribution of water. Exceptions do arise where
some of the bigger cities like Bulawayo and Gweru own some of the dams. A comparative
matrix for the division of responsibilities in the delivery of water is outlined in Table 5.2.
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Table 5.2 Roads and Drainage System
Details of Sub-National Government's Central Government's Other Degree of Clarity and Overlaps
Service Responsibility Responsibility
Desien Cities: All the roads within cities are the Responsible for the design of | Rural District Councils: | City National Roads: The roads that pass
g responsibility of the sub-national the National Roads. Some minor roads in this | through the cities need rehabilitation and
government. However. the Central category are designed by duplication. Although the Central Government is
Towns/Municipalities: Responsible for the Government is financing the the private sector, i.c. expecteq to do this, nothlpg is done therefore the
. S farmers. sub-national government is forced to carry out
design of all new roads. dualisation of the the work without compensation
Rural District Councils: Responsible in Harare/Bulawayo Road.
principle but in practice there are other
players.
Construction This is the same as in the design where the Cities: With the exception of The private sector offer The sub-national governments are forced to carry
Cities are responsible either by an Act of the dualisation of the consultancy services and out the functions of the central government in
Parliament or by default. Harare/Bulawayo Road, the does 90% of the order to keep up a certain level of service.
Central Government has very construction work. This is
little. a paid service to the sub-
All: Central Government national governments.
responsible for the sourcing of | Roads in new housing
75% Loan financing for the areas are constructed as
constructions. part of the housing
project.
Maintenance Cities: Responsible for the maintenance of Towns/Municipalities and Rural District Councils: | The Urban Councils Act is not clear about the

all the roads with the exception of the
National Roads. In practice, they maintain
all the roads.

Towns/Municipalities: Responsible for all
the roads with the exception of the National
Roads.

Rural District Councils:
Maintains the national roads.
Rural district councils are
assisted by the District
Development Fund (DDF).

The District Development
Fund, an arm of the
central government
carries out most of the
maintenance work.

sub-national governments' authority. The powers
only deal with the naming of roads, control of
projections over or under roads, closure or
deviation of entrances to roads through the
issuance of By-Laws.
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Details of Sub-National Government's Central Government's Other Degree of Clarity and Ove
Service Responsibility Responsibility
Maintenance The roads in the sub-national governments The Central Government is Although sub-national gove

areas of responsibility have deteriorated so
badly that the Central Government has
introduced a Reform Programme with a view
to fund the overhauling of all the Road
Networks. A new Road Act is being
promulgated soon. Some of the main issues
addressed in the Act is the setting up of a
Road Fund for the maintenance of the
existing road network.

carrying out a road
inventory with the help of
all the sub-national
governments. The results of
the inventory will assist in
the allocation/distribution
of the Road Fund.

Authorities, they have been
responsibilities by the Mini
such. This creates serious i
sub-national governments ai
comes to financing and regt

For example, the Ministry o
maintain the State Roads th
it does not. It cites the respc
Authority in its capacity as

Drainage systems that run a
rarely maintained by the Ce
is its responsibility.
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Table 5.2 Water Supply
Details of Sub-National Governments' Central Government's Responsibility Other Clarity
Services Responsibility
Design and All: Responsible for all the distribution Cities: Responsible for the raw water RDCs: Donor The cent
Construction system including service reservoirs. harnessing. agencies are lag behir
Cities: Responsible for the Treatment Rural District Councils (RDC): involved mainly in or the u
Works, Pumping Systems and pipelines Responsible for the harnessing of the raw the small-sqale makes fu
as well. water, treating and pumping water to water supplies such | governm
service reservoirs for selling to the as boreholes and
residents. wells.
All: Responsible for the sourcing of
financing for new infrastructure.
Operation and Cities and Towns: Responsible for the Responsible for the supply of raw water. None The Citi
Maintenance water treatment, distribution and to 50% c
maintenance of all systems. It is the Regulatory Body on quality is not cle
control and disease prevention. Program
dams sh:
In the ca
Chegutu
releases
kilometr
It is not
handled
sold at tl
used.
There ar
water su
instead
though,
regulato
The Wat
address
has yet t
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5.1.3 Sewerage services

The authority of the sub-national government for sewerage and drainage is stated under
Section 168 of the Urban Councils Act as follows:

“The council may, whether inside or outside the council area, take such measures to
construct such works as it considers necessary for the collection, conveyance,
treatment and disposal of sewage or storm water.”

Sub-national governments use external loans to finance new projects. Government plays a
regulatory role through three Ministries, i.e. Ministry of Rural Resources and Water
Development, Ministry of Health, and Ministry of Tourism, Environment and Natural
Resources.

The University of Zimbabwe plays a role of Watchdog on the quality of discharge. The
monitoring of the quality of the sewage discharge is currently regulated by the Government
under Part IX of the Water Act, 1976 (No. 41 of 1976). The current situation where three
government ministries are playing the regulatory role is a serious overlap that adds confusion
to the delivery of the service. The Table 5.4 below gives an indication of the level of service
provided by each sample sub-national government with regard to the provision of sewerage.

Table 5.4: Sewerage provision by each sample sub-national government

collection, treatment and safe
disposal.

Local Authority Sewerage Services Intervention From Central
Provided Government
City of Harare Totally responsible for the Central Government may assist council
collection, treatment and safe to access bilateral and multi lateral
disposal. finance such as Urban II. Otherwise
council wholly responsible for capital
expenditure as well as operation and
maintenance.
City of Kwekwe Totally responsible for the Similar to Harare
collection, treatment and safe
disposal.
Municipality of Gwanda Totally responsible for the Similar to Harare

Ruwa Local Board

Responsible for collection and
treatment as well as disposal

Similar to the other urban councils but
has limited revenue base.

Rusape Town Council

Responsible for collection and
treatment as well as disposal

Similar to the other urban councils.

in relation to sewerage that are
conferred to Urban Councils

Gutu Mupandawana RDC May also exercise all the powers | Weak revenue base. Hence expects and
in relation to sewerage that are invariably gets central government
conferred to Urban Councils assistance.

Pfura RDC May also exercise all the powers | Weak revenue base. Hence expects and

invariably gets central government
assistance.
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5.1.4 Sanitation Services

Concern with global degradation of the environment has accelerated in recent years, and the
effects of increasing human activity and concentration have become more evident.
Monitoring and improving the urban environment in developing countries has become a
major priority.

Solid waste management deals with the generation, storage, collection, transfer and
transportation, processing and disposal of solid wastes in an environmentally compatible
manner, adopting principles of economics, energy and resource conservation. The resources
required for effective solid waste management are considerable and include personnel,
machinery, land, finances and organisation. Three main factors have contributed to greater
attention to solid waste management. These are:

e realisation that inefficient collection and disposal of wastes is a threat to the
environment;

e low coverage of areas receiving waste collection services; and

e many sub-national governments in Zimbabwe are now finding it difficult to secure
appropriate sites for waste disposal within economical distances from the areas of
waste generation.

In the absence of a regular solid waste collection system, waste is dumped in open spaces, on
access roads and along watercourses. Dumps are invaded by scavengers and animals that
scatter the wastes; and so the dumps serve as breeding grounds for disease vectors, primarily
flies and rats. Leachate from decomposing and putrefying garbage percolates into the soil and
nearby water sources. Uncollected refuse also finds its way into open drains which become
blocked and thereby promote the breeding of mosquitoes. The table below gives an indication
of the coverage of solid waste management within the sample sub-national governments.

Table 5.5: Solid waste management

Sample Sub-National Area Of Responsibility Comments

Government

Harare City Council Has privatised solid waste collection | Residents claim that the level of
but still responsible for the safe service has deteriorated since
disposal and operation of landfills privatisation. Council now

threatening to cancel contracts.

Kwekwe City Council Responsible for collection, disposal | Acquired new equipment under
and operation of landfills. Urban II

Gwanda Municipality Responsible for collection, disposal | Acquired new equipment under
and operation of landfills. Urban II

Rusape Town Council Responsible for collection, disposal | Acquired new equipment under
and operation of landfills. Urban II

Ruwa Local Board Responsible for collection, disposal | Hampered by lack of equipment
and operation of landfills.

Gutu Mupandawana RDC Responsible for collection, disposal | Severely constrained by lack of
and operation of landfills. equipment

Prura RDC Responsible for collection, disposal | Severely constrained by lack of
and operation of landfills. equipment
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Solid waste management still presents one of the most intractable problems within urban
centres in Zimbabwe. For Harare, for example, the service absorbs about a 5% proportion of
municipal effort. Solid waste generated in urban areas in Zimbabwe is derived from various
sources.

- Household waste: In developing countries up to two-thirds of this category
consists of organic kitchen wastes. The balance is composed of sweepings,
rags, paper, cardboard, plastics, bones and metals.

«  Commercial refuse: Such refuse is generated from shops, offices, markets,
warehouses, hotels, etc.

- Street sweepings: These consist of sand, stones and litter.

«  Construction debris: Construction and demolition activities generate a variety
of residual building materials, which can contribute significantly to quantities
of waste.

« Industrial waste: Industrial waste from processing and non-processing
industries and utilities is generated in quantities and characteristics proportional
to the number of industries and their nature®.

From the foregoing urban waste classifications, it is clear that different categories of waste
require different handling collection and disposal methods. The most widely used method of
disposing solid waste in urban centres in Zimbabwe is sanitary landfill. Sanitary landfill can
be defined as the use of solid wastes for land-reclamation, a typical example being the
restoration, by filling to the original level, of man-made surface dereliction such as a disused
surface mineral excavation. Solid waste may also be used to improve natural features by
raising the level of low-lying land to enable it to be used for cultivation or industrial
development. Sanitary landfill has the virtue of being a method of refuse disposal that confers
environmental improvement.

Most solid wastes, however, are very offensive materials that provide an attractive habitat for
such disease vectors as flies and rodents. Crude dumping, which is widely practiced in many
developing countries, and lack of good management and operation of sanitary landfills causes
the following hazards:

fly generation;

encouragement of rodents;

static water pollution and aerial nuisance;
surface water pollution; and

fire and smoke pollution.

Some pathogen waste (clinical waste) from major hospitals is incinerated in separate facilities
operated by the Ministry of Local Government and National Housing. This is the only role of
Central Government in solid waste disposal.

Solid and liquid industrial solid wastes are generally disposed of together with domestic
water. However, the disposal of hazardous and toxic wastes requires special permission and
registration. Two landfill sites are in operation in Harare:

82 Source: World Bank/UNDP Report by Broom 1982
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« the Golden Quarry landfill and
« the Pomona/ Teviotdale landfill.

The municipalities of Bulawayo and Harare have established contractual arrangements with
various companies for collection of wastes at landfills. Contracts are awarded by tender and
are renewable on an annual basis. The volume of wastes recovered at landfills is estimated at
about 5% of waste received. In Harare, paper currently accounts for the majority of waste
material collected - 864 tonnes per month, as shown below. Ferrous and non-ferrous metals
account for about 28 tonnes per month. Plastics represent a smaller portion of recovered
waste (5.7 tons). These amounts fluctuate with summer and winter seasons and are lowest
during the rainy season®.

Table 5.6 Approximate quantities of solid waste recycled in Harare

Approximate quantities recycled in Harare

Material Monthly quantity (tonnes)
Paper 864.0

Plastic 5.7

Cullet 9.6

Glass 34

Metal Scrap 28.0

Bones 0.4

Table 5.6 (next page) outlines the different responsibilities in the delivery of sanitation
services™.

% Source: Ditto
% Source: Ditto
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Table 5.6 Sanitation Services

Details of Sub-National Governments' Central Government's Other Clarity and Overlaps
Services Responsibility Responsibility
Solid Waste The power to undertake service is set out in The Central Government plays a Private firms are The Act of Parliament is very clear on the role
Management Section 23 (I) of the Second Schedule Regulatory Role through the operating refuse of the sub-national governments.

(Section 198) of the Urban Council Act, Ministry of Health. removal service in

1995 which states that local authorities the City of Harare.

should provide and operate a service for

removing and treating trade or other effluent.
Public The power to undertake this service is set out | The Central Government plays a None The Act of Parliament is very clear on the role
Conveniences in Section 22 of the Second Schedule Regulatory Role through the of sub-national governments.

(Section 198) of the Urban Councils Act,
1995 which states that local authorities
should provide public sanitary conveniences
on land under the control of council.

Ministry of Health.
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5.1.5 Education services

The power to undertake the acts pertaining to this services are set out in Section 22 of the
Second Schedule (Section 198) of the Urban Councils Act, 1995. It states:

“To provide, operate and maintain schools and other educational institutions and
facilities and amenities connected therewith, and for such purposes to levy and collect
fees and other charges.”

Sub-national governments are mainly responsible for the construction and running of primary
schools since independence. The Central Government is responsible for:

e running some of the primary schools, especially those that were built before
independence (1980);

e recruiting and maintaining teachers; and

e regulation.

School Development Associations (SDA), set up through a Government statutory instrument,
play a significant role in providing of extra facilities such as classrooms, books, etc. Church
organisations and the private sector are also allowed to run schools.

To assist SNGs with the running of primary schools, Central Government pays a per capita
grant, currently $20 per pupil. This amount is specifically meant for renewing textbooks and
library books, but the amount is hardly sufficient for books, let alone recurrent expenditure.
Recurrent expenditure is mostly covered by tuition fees and levies. Traditionally tuition fees
were set by central government until when SNGs were allowed to set tuition fees, with the
provision that increases beyond 15% required government’s approval. Levies are set by
school development associations without any interference from central government.

Central government is responsible for the building and running of secondary schools and for
providing the regulatory framework for their operation. However, central government is slow
in responding to requests for secondary schools by SNGs, such that the SNGs end up building
secondary schools because of pressure from residents.

The Private sector operates secondary schools under the guidance of the National Educational
Policies. SDAs set up through a Government statutory instrument, play a significant role in
providing extra facilities such as classrooms, books, etc. In some instances, the lack of clarity
with respect to governance of specific schools creates uncertainty in the provision and
running of secondary schools.

5.1.6 Health Services

The authority to provide primary health care service, is set out in Section 25 of the Second
Schedule of the Urban Councils Act which states that:

“Subject to any other law, to provide and operate hospitals, clinics and dispensaries

and to take any measures or provide any facilities which the council considers
necessary for the maintenance of health, including dental health.”
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All local authorities are responsible for the primary health care centres, while the larger cities
like Harare are responsible for the infectious diseases hospitals. Central government plays the
regulatory role. The private sector also runs health facilities in all local authority areas
provided they are registered and have obtained approval to operate the facilities from both
central and sub-national government. There are numerous such facilities such as nursing
homes, which are usually run by nurses, and surgeries, which are usually run by medical
doctors.

The main constraint in the provision of public health services is that the Central Government
prescribes the level of fees to be collected from the patients. The prescribed fees are far much
lower than the actual cost of service. As a result, there are insufficient funds to run the
services efficiently and to expand the services. Drugs and equipment are in short supply. This
results in some clinics referring many patients to the Government Central Hospitals, which
are also failing to cope.

In cities, towns and municipalities, the private sector runs several health centres. Missionaries
have also established hospitals and health centres. Missionaries run most of the hospitals in
rural district councils. The conditions governing the payment of fees in government hospitals
are provided in the circular of the Secretary for Health and Child Welfare title “Rules For
Health Care Delivery Fees” dated 11 October 1999.

At RDC level, it is intended to decentralise health through the formation of District Health
Boards when the Rural District Councils (RDCs) have taken over the running of services.
However, the RDCs are not yet ready for such a responsibility since they are currently
undergoing various stages of capacity building.

In the urban local authorities, there has been decentralisation of health services through the
formation of “District Health Management Executives”. These are headed by the District
Medical Officers and are autonomous in the sense that they have their own budgets and they
make decisions on the ground. The Provincial Medical Officers are there and exercise a
regulatory role in the administration of health in the province.

The Ministry of Health has overall responsibility for health delivery in Zimbabwe. This
means that whether an institution is run by SNGs, missionary, or industry, the rules and
regulations have to conform to those of Central Government. This means that although there
is talk of decentralisation, the Central Government's grip is noticeably tight. The Ministry of
Health has established the structure of the health delivery service as follows:

e Quaternary Level: These are the central hospitals. The central hospitals are very few
and are only found in Harare and Bulawayo. Examples of full hospitals are Harare
General Hospital and Mpilo Hospital.

e Tertiary Level: These are the provincial hospitals and the administration of the health
system at the provincial level. There are not many in the country. The administration
includes the offices of the Provincial Medical Director who deal with policy matters
and, to a certain extent, the regulatory aspects of the system.

% Source: Telephone interview with Ministry of Health official
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e Secondary Level: This level comprises the district, mission and private hospitals. It
also includes the infectious diseases hospitals.

e Primary health centres: These are run by SNGs, Ministry of Health, general
practitioners, private sector and industry.

The Social Dimension Fund is no longer operational. At the time of its termination, it owed
the health institutions considerable sums of money. The actual figures are not available, but
they run into millions of dollars. In its place, the traditional Social Welfare Fund is the only
fund operating.

This fund was originally meant for the Disabled Unemployed' people and Children in Special
Difficult Circumstances'. Unfortunately, this has extended to all the unemployed people,
people whose income is less than $400.00 and their dependents.

The criteria for qualifying to the above scheme are that a person who needs the assistance
goes to a local councillor in the area where he or she resides for a letter of confirmation. This
letter is taken to the Ministry of Labour and Social Welfare that, in turn, gives an instruction
to a health care centre run by an SNG, to effect medical treatment.

It has been established that 80% of the patients attended to by the SNGs fall under the social
welfare group. Since the charges are prescribed well below the recovery costs and since the
Social Welfare Department is a Government body with a fixed budget, the SNGs hardly get
any refunds on the claims that they make.

The effects therefore, are:

¢ Financial: heavy deficits are realised every year bearing in mind that, in addition, the
SNGs have to pay for the nurses and general staff salaries, buy medicines and provide
infrastructure.

o Responsibilities: The SNGs are now covering the responsibilities of the Central
Government, which still insists on prescribing user charges. This has an adverse effect
on the quality of the delivery of primary health care.

This situation shows that giving SNGs additional responsibility without a budget to support
them is highly detrimental to the welfare of the SNGs.

5.1.7 Power Supply

The Central Government is responsible through a parastatal, the Zimbabwe Electricity Supply
Authority (ZESA), for the generation of electricity. However, because of its limited
generation capacity, ZESA also imports electricity from other regional sources®. The role of
ZESA is spelt out in its founding Act and is considered clear.

Up until 1987, the sub-national governments were responsible for the distribution of
electricity within their areas of responsibility. After 1987, the responsibility was transferred
to ZESA. ZESA took over all the infrastructure from sub-national governments without

5 ZESA Annual Report
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compensation. Sub-national governments are still responsible for public lighting but, as with
all SNGs, there are problems in generating fees from public lighting. As a result, the public
lighting service is not efficiently maintained.

5.1.8 Public transport

The Government has deregulated the passenger transport sector in line with its programme of
economic structural adjustment and trade liberalisation. The deregulation has broadened the

passenger transport and legalised use of commuter omnibuses in public transport. The
increased vehicle population and broadened modes of transport has outstripped municipal
traffic planning and infrastructure management, resulting in a major traffic management
problem for large cities like Harare. This has resulted in severe traffic congestion, with
uncontrollable mixes of traffic types, inefficient public transport network, lack of local traffic
management, accidents and air/noise pollution.

Rapid growth without a corresponding increase in infrastructure provision often manifests
itself most directly in road congestion. Despite huge investment in transport infrastructure in
Zimbabwe, traffic congestion is now a major problem, particularly in Harare. The problems

arising out of the increased traffic in Harare, include:

decreased accessibility and congestion;
inadequate infrastructure facilities;
poor interchange; and

attended environmental problems.

The councils may from time to time fix and determine, in respect of any omnibus service, the
routes and terminal points and the places for setting down and taking up of the transport
passengers in any council area; however, they have limited powers of controlling the
activities of the operators. The issues besetting this sector, which are directly caused by
unclear division of responsibilities among different levels of government, are outlined in
Table 5.7 below.

Table 5.7 Public Transport

Details of Sub-National Central Government's Other Clarity and Overlaps

Service Governments' Responsibility
Responsibility

Buses/Taxis, Responsible for the Responsible for: - The private sector The central government's insistence to

etc provision of Regulatory role; is the biggest issue permits for commuter omnibuses
infrastructure such as Bus Service through a player in the is creating confusion as to what is the
bus pull-offs, bus parastatal [ZUPCO]. provision of this role of the sub-national government.
shelters and termini and service.
bus routes. As a result, the sub-national

governments find it difficult to control
the operators and allocate routes
according to needs.

Rail There are no public The central government The private sector Due to the absence of a public railway
transport systems within operates the railway has just service within the areas of jurisdiction
the area of jurisdiction service across the country commissioned the of sub-national governments, the role
of a sub-national through a parastatal, the Beitbridge — of the central government is clear.
governments. National Railways of Bulawayo railway

Zimbabwe [NRZ]. line.

Air Service

Cities: some cities The international The private sector Due to the heavy financial
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operate small airstrips infrastructure is the also operates air requirements for the upkeep of

for local services. responsibility of the services but do airstrips, most sub-national
central government not own or control governments are having problems in
through parastatals falling any infrastructure, attracting commercial service to their
under the Ministry of apart from very areas.
Transport i.e. Air few private air o
Zimbabwe and the Civil strips The Government's role in this is not )
Aviation Authority clear apart from regulating whatever is

on the ground.

As can be seen from Table D6 in Chapter 4, the recurrent expenditure for SNGs is mostly in
general administration (30%), followed by community amenities i.e. water supply, sewerage
and electricity (28%), with sold waste management road works and housing requiring about
10% each. Surprisingly, health takes about 4% of recurrent expenditure while education is
still hovering around 1% of the total recurrent budget.

5.2 Organisational patterns of ISP

5.2.1 National overview

Sub-national governments are responsible for a wide range of activities, including all
functions associated with local authorities such as water supply, sewerage and drainage, solid
waste management, street lighting, transport services, etc. Furthermore, sub-national
governments are responsible for the operation of health care facilities, building and operating
new primary schools and emergency services. While central government has devolved
numerous responsibilities to sub-national governments, it has not devolved a corresponding
level of financial support or revenue flows consistent with the wide range of responsibilities.
Capital expenditure is lagging behind by as much as 10 years. Operation and maintenance
budgets are under-funded resulting in deteriorating infrastructure. In Chapter 4, we showed
that capital expenditure in the SNG sector has declined over the study period.

The decline in services has adversely affected investment in the country. The City of Harare
is a case in point. The city has four major sewage treatment works, namely Mabvuku —Tafara,
Crowbrough, Firle and Hatcliff. These cater for different catchment areas within the city.
Major works being implemented at Mabvuku-Tafara have been suspended because of lack of
funds. Crowbrough Sewage Treatment works has existing capacity of about 54MI of sewage
per day. It is currently handling daily flows of over 90MI. As the effluent from the works
goes straight to Lake Chivero, one of the major sources of water for the city, all the
developments in the Crowbrough catchment have been frozen, including a Z$1 billion
housing development project sponsored by the National Social Security Authority (NSSA).
This example is illustrative of the many problems besetting sub-national governments in
delivering an acceptable level of service. The answer, therefore, seems to lie in the
involvement of the private sector in the delivery of infrastructure.

5.2.2 Involvement of the private sector in infrastructure and service provision
Health Services
The private sector is free to run health facilities in Zimbabwe for as long as it gets an

approval and meets the requirements of Central Government. There are several facilities such
as:
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e hospitals and clinics, which are usually run by conglomerates, missionaries and the
private sector;

e nursing homes, which are usually run by registered nurses and doctors; and

e surgeries, which are usually run by medical doctors.

The main constraint is the lack of adequate facilities, and, to this end, some sub-national
governments provide medical centres for the use of the private sector.

Education Services

As in the health services, the private sector is allowed to provide and run education facilities
for as long as it gets an approval and meets the requirements of central government,
following the consent of a sub-national government. Private sector involvement ranges from
full university facilities to secondary and primary schools way down to colleges providing
secretarial, accountancy and computer training to school leavers. The possibility of shedding
off to the private sector the existing education facilities has never been considered to date.

Water Supply and Sewerage Services

To date, no sub-national government has involved the private sector in the delivery of water
and sewerage services. Some initiatives have been taken in this regard; for example, the City
of Gweru has signed a memorandum of agreement with a private firm for the operation of its
water and sewer services. Although the Government is agreeable to the involvement of the
private sector in this area, the legislation does not presently accommodate it. Therefore, for
full-scale private sector involvement, there is an urgent need for the amendment of the
various legal instruments that govern the provision of water supply and sewerage services.

Sanitation and Solid Waste Management

Two sub-national governments, the cities of Harare and Bulawayo, are currently providing
solid waste disposal services through the private sector. However, the records to date show
that the systems are not working well. This is mostly because of the way the actual contracts
are drawn and the absence of comprehensive data on the areas to be serviced. This has led to
other sub-national governments adopting a more cautious approach.

Roads and drainage system

Apart from the use of the private sector for the construction and maintenance of road systems,
there has been no attempt to shed off the systems to the private sector. However, Central
Government is currently working on the Road Sector Reform, which may come up with
enabling recommendations for private sector involvement. The Road Sector Reform and
Development Program (RSRDP) has the following objectives:

e improved road sector management through commercialisation and restructuring of the
institutional framework;

e decentralised management of local roads to local authorities;

e adequate and sustainable funding of road infrastructure maintenance and operation to
dedicated road user fees; and

¢ significant reduction in the backlog of road maintenance and rehabilitation
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Current allocations for road maintenance of around US$30 million”” cover about one-third of
the estimated requirements. Despite a tradition of good road maintenance, persistent under-
funding is causing a steady increase in the need for backlog maintenance and rehabilitation.

Power supply

The electricity production and distribution is done by a government parastatal, the Zimbabwe
Electricity Supply Authority (ZESA). Central government is encouraging the private sector to
build mini-hydro electric schemes and to participate in developing major power schemes like
the Gokwe North Power Station. Sub-national governments are not involved in electricity
generation and distribution. Through ZESA, the country imports electricity from Zambia,
South Africa and Mozambique to supplement locally generated power. However, electricity
coverage within local authorities is over 60 percent®.

Transport
The public transport services within the areas of jurisdiction of the sub-national governments

are mainly provided by the private sector. Table 5.8 gives an overview on the organisational
patterns of infrastructure and service provision.

57 Road Reform Report
% 1992 Census Report
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Table 5.8: Organisational patterns of infrastructure and service provision (%)

Service C S SN P J (0 Comments
Education

Primary 65 - 25 - - 10 See Note 1(a)
Secondary 55 5 - - 40 See Note 1(b)
Health

Primary Health Care 30 15 | 30 - - 25 See Note 2(a)
Referral Hospitals 50 10 | 5 - 35 See Note 2(b)
Community Amenities

Water Supply 5-10 | - 45-75 | - - 25-50 | See Note 3(a)
Sewerage 20 - 80 - - - See Note 3(b)
Sanitation 5 - 90 - - 5 See Note 38
Electricity Distribution - - - 100 | - - See Note 3(d)
Solid Waste Management 5 - 75 - | 20 See Note 3(e)
Economic Services

Transport

Road - - 15 10 - 75 See Note 4(a)
Air 25 - 10 55 - 10 See Note 4(b)
Rail 10 - - 90 - - See Note 48
Roads 15 5 75 - - 5 See Note 4(d)
Energy (e.g. electricity production) | - - - 100 | - - See Note 4(e)

Key: C=Central Government, S=Shared (central-subnational government), SN= Sub-National
Governments, P=Parastatals, J=Joint-subnational government, O=other institutions/NGOs/NGOs, etc.

Notes on Table 5.8

Note 1(a): Primary Schools: The central government is responsible for some of the schools that were built before Independence. This
constitutes the majority of the schools. In the rural district councils, there are several schools being run by the Missionaries. Private schools
are seen as elitist because of the high fees charged per child. Suppliers of Infrastructure and service (estimated percentage share)

Note 1(b): Secondary schools: The same as in Note 1(a), above.

Note 2(a): Primary health care centres are run mostly by the sub-national governments in the urban local authorities and mostly by the
central government and missionaries in the rural district councils.

Note 2(b): The central government runs most of the referral hospitals supported by the missionaries and the private sector. Some sub-
national governments run infectious disease hospitals.

Note 3(a): The central government supplies raw water, while the sub-national governments and private sector (mines) are responsible for
the treatment, storage, distribution and maintenance. In some cases such as that of Norton Town Council, the central government supplies
treated water direct to the consumers in the low-density areas and sells treated water in bulk to the sub-national government. In some rural
district councils, missionaries and NGOs supply water through boreholes and shallow wells.

Note 3(b): Most of this service is carried out by the sub-national governments, with considerable overlaps in the smaller RDCs.

Note 3(c): Sanitation is mostly the responsibility of the sub-national governments.

Note 3(d): Electricity distribution is the sole responsibility of the Zimbabwe Electricity Supply Authority.

Note 3(e): Solid waste disposal the responsibility of the sub-national governments with the exception of Harare where the private sector is
heavily involved.

Note 4(a):

. Road: Public transport by road has been in the hands of the private sector for some time now, with the sub-national governments
providing the infrastructure. No sub-national governments run this service in Zimbabwe.

. Air: Some sub-national governments own and operate airstrips, but due to shortage of funds, they are not able to develop them to a
state where they can be commercially viable.

. Rail: This is wholly run by a government parastatal the NRZ

Note 4(b): Roads: This infrastructure is mainly provided by the sub-national governments and the central government.

Note 4(c): Energy:  This isrun by ZESA, a government parastatal.

156



Fiscal Decentralisation and Sub-National Government Finance in Relation to Infrastructure and Service Provision in Zimbabwe
March 2000

5.3 Indicators on the comprehensiveness of ISP with respect to consumers need

5.3.1 Conditions at the national level

The majority of households in Zimbabwe use borehole or protected wells as their main source
of water for drinking and cooking. This is followed by those who have piped water. Only a
small percentage of the households have rivers/streams/dams as their main source of water. A
1997 inter census demographic survey revealed that almost all household in Harare and
Bulawayo had access to safe water, while the percentages for other provinces were as
follows: Mashonaland East 74%, Midlands 75%, Matabeleland North 75%, Mashonaland
West 87% and Masvingo 65%. On average, about 83.2% of households in Zimbabwe had
access to safe water in 1997.

The 1997 Inter-Census Demographic Survey (ICDS) showed that about 38% of the
household in Zimbabwe used flush toilets. The proportion of households that mostly used pit
latrines was 34% in 1997 compared to 29% in 1992. The proportion of households that were
not using any type of facility at all declined from 34% in 1992 to 28% in 1997.

The proportion of households with mostly flush toilets in the urban areas is around 96%, as
compared to 5% in rural areas. In addition, the proportion of households without toilet
facilities was less than 1% in urban areas, while in rural areas it was 44%®.

About 62% of households in Zimbabwe used wood as the main source of energy for cooking
in 1997 compared with 66% in 1992. There was not much change in the proportion using
paraffin as the main source of energy (13%). The proportion that used electricity increased
from 19% in 1992 to 24% in 1997. Ninety-five percent of the households in rural areas use
wood for cooking compared with only 7% in urban areas. Thirty-one percent of households
in urban areas used paraffin for cooking, and 61% of the households in rural areas used
paraffin as the main sources of energy for cooking and a similar proportion used electricity.
Thirty-five percent of the households in Zimbabwe occupied dwelling units with electricity.
The percentage of households with electricity in 1997 was about 84% in urban areas and only
7% in rural areas compared with 72% and 5%, respectively, in 1992.

The availability and accessibility of educational facilities can be measured by the literacy

rate. The literacy rate is defined as the number of persons who have completed Grade 3 per
100 persons for a particular age group. In the 1997 inter-censual demographic survey, 86% of
the population aged 15 years and above were literate. This is relatively higher than that of
1992 population census, which was 80%. Literacy was higher for males (90%) than for
females (82%). At provincial level, Harare had the highest literacy rate of 96% followed by
Bulawayo with 95%. Mashonaland Central had the lowest rate of 75%.

The availability of health facilities is translated into declining mortality rates and increased
life expectancy. Deaths during the first year of life constitute the largest proportion of the
total deaths. The level of mortality for this age group is measured by the infant mortality rate
(IMR), which is the number of deaths within the first year of life among 1000 babies born.
The infant mortality rate is a useful indicator of the health status not only of infants but also
of the community as a whole. It also gives a general picture of the health status, not only of

 Source: 1997 Inter-Census
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infants but also of the community as a whole, including a general picture of the health status
and socio-economic development of the population. In addition, it is a sensitive indicator of
the availability of health services access and coverage.

The estimated infant mortality rate from the 1997 ICDS was 80 deaths per 1000 births
compared to 64 deaths per 1000 births in 1992. The current figures confirm a worrying trend
that is beginning to emerge since the 1992 population census. Infant mortality rates had been
declining since the 1980's because of the expansion of public health programmes and
improvements in public health education. The 1990's have seen an increase in HIV/AIDS
cases and the rising cost of living and of health care, all contributing to a rise in mortality
rates at all ages, including infants. Below we discuss the situation pertaining to each of the
sample local authorities.

5.3.2 Overview of Sample Sub-national Governments

Urban centres are synonymous with growth and are therefore normally beset with problems
associated with concentrated population densities. Poverty, environmental decline, lack of
urban services, deterioration of existing services and access to land and shelter are the main
areas of concern. Unfortunately, most major economic aggregates, which might measure the
health of the urban economy or the adequacy of services provided, are not available.
Performance indicators, which measure conditions and changes at the city/town level, are
required to guide policy decisions and to assist in directing resources towards areas of need.
Table 5.9 gives approximate performance indicators of the seven sample local authorities.

Table 5.9 Estimation of Performance Indicators - ISP

COMPONENT INDICATORS OF NEEDS SATISFACTION

1. City of Harare

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

Alw|A|w|w|w

Education facilities

2. City of Kwekwe

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

Alw|wlwlw s

Education facilities

3. Municipality of Gwanda

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

Alw|A|w|lw|w

Education facilities

4. Rusape Town Council

Water Supply

Sewerage

Solid Waste Management

Health facilities

NN N

Road maintenance
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Education facilities 4

5.Ruwa Local Board

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

BRI W[—=

Education facilities

6. Gutu Mupandawana RDC

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

BN ANN W

Education facilities

7. Pfura RDC

Water Supply

Sewerage

Solid Waste Management

Health facilities

Road maintenance

I H(NN]|Ww

Education facilities

Note: The scale of 1 to 5 has been used, the best quality service being a 5,
and the worst service provision being a 1

Kwekwe

The City of Kwekwe enjoys a highly developed infrastructure. The city operates its own
water treatment works. Health and educational facilities are available, including a big referral
hospital and a technical college. The City of Kwekwe, which was only conferred city status
last year, owes its development to a strong mining environment. The city has just completed
modern sewage treatment works and has also commissioned a new solid waste disposal site.
The majority of the households enjoy a well-maintained infrastructure and have access to safe
drinking water. Only 0.1% of the households utilise unprotected wells and other unsafe
sources. The key indicators of ISP comprehensiveness for Kwekwe are given in Tables 5.10
and 5.11

Table 5.10 City of Kwekwe - Key indicators of ISP Comprehensiveness

Component Production Purpose Performance
Water Supply Drinking: 18.40 x10° litres/day | Health 13.250 x10° litres/day
Industrial: 30.00 x10° litres/day Industrial 25.300 x10° litres/day
Sewerage Water Purified: Non Polluted
Residual Waste: Environment
Solid Waste Deposit of Waste (m;): Controlled 9 516 m; per year
Management Energy (Kwh): Pollution none
Recycling of Waste: none
Electricity
Distribution None none None
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Roads

Transport Services (ton\km)

Reduced
Transport Time

hrs

Education Facilities

Primary Schools

Pupil Lessons (hrs/day): 6
Teacher Lessons (hrs/day): 6

Secondary Schools

Pupil Lessons (hrs/day): 6
Teacher Lessons (hrs/day): 8

Pupils in jobs/potential
job: 0

% Pupil withdrawal:
0.25

Pupils in jobs/potential
job: 0
% Pupil withdrawal: 1

Health Facilities

Referral Hospitals

No of beds: 300

No of Bed-days: 9

No of Admitted Patients: 12000/year
No of operated patients: ??

No of Patients reported
fit again: 7?7
No of Treated Patients:
46000/year

No of released patients

Table 5.11: Percentage distribution of Households by main source of water for drinking
and cooking and by distance (metres) to the Source, Kwekwe Urban, Zimbabwe 1992

Census
Source On <500 500 to >1000 NS Total No. of
Premises 1000 H/holds
Piped water inside | 100.00 . . . 100.0 7823
Piped water 89.08 10.36 0.54 0.02 - 100.0 8582
outside 45.24 48.84 5.91 - - 100.0 1167
Communal tap 45.45 54.55 - - - 100.0 11
Borehole/well,
protected 76.47 23.53 - - - 100.0 17
Well, unprotected - - - - - 100.0 -
River/Stream/Dam | 16.67 83.33 - - - - 6
Other - - - - 100.00 100.0 1
NS
Total 90.96 8.37 0.65 0.01 0.01 100.0 17 607
Gwanda

Gwanda has just been conferred municipality status. It is the capital of Matabeleland South

province and enjoys good infrastructure. The municipality has two major institutions - a

referral hospital and a teachers’ training college. However, the municipality buys treated
water in bulk from the Department of Water Development. The 1992 census report indicates
that a significant portion of residents have water supply within their dwellings. Although the
portion of these utilising unsafe water sources is low (0.8%), the percentage is much higher
than that of the City of Kwekwe (0.1%). The key indicators for ISP comprehensiveness for
Gwanda are shown in Tables 5.12 and 5.13.
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Table 5.12 Gwanda Municipality Key indicators of ISP Comprehensiveness

Component Production Purpose Performance
Water Supply Drinking: 5.970 x10° litres/day Health 4.48 x10° litres/day
Industrial: 32.000 x 10° litres/day Industrial 2.40 x10° litres/day
Sewerage Water Purified: 2 600 x10 litres/day Non Polluted
Residual Waste: 7? Environment
Solid Waste Deposit of Waste (m;): Controlled 77 m; per year
Management Energy (Kwh): Pollution none
Recycling of Waste: none
Electricity None None None
Distribution
Roads Transport Services (ton\km) Reduced Hrs
Transport Time
Space - relations: ? International
Competitiveness: ??
Education Primary Schools Pupils in jobs/potential
Facilities Pupil Lessons (hrs/day): 6 job: 0
Teacher Lessons (hrs/day): 6 % Pupil withdrawal:
0.3
Secondary Schools
Pupil Lessons (hrs/day): 6 Pupils in jobs/potential
Teacher Lessons(hrs/day): 8 job: 0
% Pupil withdrawal: 1
No of Patients reported
Health Primary Health Care fit again:??
Facilities No of Beds: 0 No of Treated Patients:
No of Bed-days: n/a -
No of Admitted Patients : 0 31 650 per year
No operated patients: 0 No of released patients:
77

Table 13: Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Gwanda, Zimbabwe 1992 Census

Source On <500 500 to | >1000 NS Total No. of
Premises 1000 H/holds

Piped water inside | 100.00 100.0 1428

Piped water 73.20 26.37 0.42 11.8 - 100.0 1183

outside 21.00 72.00 7.00 - . 100.0 100

Communal tap ; 100.00 ; ; . 100.0 1

Well, unprotected |} 76 11.76 11.76 64.716 | - 100.0 17

River/Stream/Dam ) 75.00 ) 25.00 ) 100.0 4

Other

Total 84.78 14.27 0.51 0.44 - | 100.0 2733
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Rusape

Like the Municipality of Gwanda, Rusape buys water in bulk from the Department of Water
Development and distributes it to the residents. The town is responsible for sanitation and
solid waste disposal. In general, the town enjoys a well-developed infrastructure, good
education and health facilities. The level of water supply is quite pleasing and certainly
superior to that of Gwanda. The key indicators for ISP comprehensiveness for Rusape are
shown in Tables 5.14 and 5.15.

Table 5.14: Rusape Town Council - Key indicators of ISP Comprehensiveness

Component Production Purpose Performance
Drinking (litres/day): 2.5 x10° Health 1.87 x10°litres/day
Water Supply Industrial (litres/day): 3.9 x10° Industrial 2.925 x10°litres/day
Water Purified (litres per day): Non Polluted
2.6 x10° Environment
Sewerage Residual Waste (tons):
Deposit of Waste (tons): tons per year
Solid Waste Energy (Kwh): Controlled
Management Recycling of Waste: Pollution
Electricity
Distribution
Reduced Transport
Roads Transport Services (ton\km) Time hrs
Primary Schools
Pupil Lessons (hrs/day): Pupils in jobs/potential job:
Teacher Lessons(hrs/day): % Pupil withdrawal:
Secondary Schools
Education Pupil Lessons (hrs/day): Pupils in jobs/potential job:
Facilities Teacher Lessons (hrs/day): % Pupil withdrawal:
Primary Health Care (Clinics)
No of Beds: 52 No of Patients reported fit again: -
No of Bed-days: No of Treated Patients (per year):4200
Health No of Admitted Patients: - No of released patients: -
Facilities No operated patients: -
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Table 5.15 Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Rusape, Zimbabwe 1992 Census

Source On <500 500 to >1000 NS Total No. of
Premises 1000 H/holds
Piped water inside | 100.00 . 100.00 1399
Piped water 95.80 4.20 - - - 100.00 1 691
outside 42.50 57.50 - - - 100.00 360
Communal tap - - - - - 100.00 -
Borehole/well,
protected - - - - - - -
Well, unprotected - - - - - - -
River/Stream/Dam - - - - - - -
Other - - - - - - -
NS
Total 91.94 8.06 - - - 100.00 3450
Ruwa

The infrastructure provision profile for Ruwa depicts a small local authority with a fairly fragile
revenue base. While the local board is responsible for the distribution of water, which they buy
from the Department of Water Development, which in turns buys it from the City of Harare, the
water tariffs are very high. The key indicators of ISP comprehensiveness for Ruwa are shown in
Tables 5.16 and 5.17.

Table 5.16 Ruwa Local Board - Key indicators of ISP Comprehensiveness

Transport Services (ton\km)

Component Production Purpose Performance
Water Supply
Drinking (litres/day):1.68 x 10° Health 1.26 x10% litres/day
Industrial (litres/day): 0.56 x 10° Industrial 0.42 x10°litres/day
Sewerage Water Purified (litres per day): Non Polluted
Residual Waste (tons): Environment
Solid Waste Deposit of Waste (tons): Tons per year
Management Energy (Kwh): Controlled
Recycling of Waste: Pollution
Electricity
Distribution
Roads Reduced Transport

Time Hrs

Education Facilities

Primary Schools
Pupil Lessons (hrs/day):
Teacher Lessons(hrs/day):

Secondary Schools
Pupil Lessons (hrs/day):
Teacher Lessons(hrs/day):

Pupils in jobs/potential job:
% Pupil withdrawal:

Pupils in jobs/potential job:
% Pupil withdrawal:
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Health
Facilities

Primary Health Care (Clinics)
No of Beds:

No of Bed-days:

No of Admitted Patients:

No operated patients:

No of Patients reported fit again:
No of Treated Patients (per year):
No of released patients:

Table 5.17 Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Ruwa, Zimbabwe 1992 Census

Source On <500 500 to >1000 NS Total
Premises 1000

Piped water inside | 27.20 . . . 22.79
Piped water 71.07 37.89 14.89 7.14 - 65.33
outside 1.39 53.43 30.32 3.57 - 9.41
Communal tap 0.08 4.08 34.57 28.57 - 1.15
Borehole/well,
protected 0.24 4.52 19.68 60.71 - 1.23
Well, unprotected - - - - - -
River/Stream/Dam 0.02 0.09 0.53 - - 0.04
Other - - - - 100.00 0.05
NS
Total 100.00 100.00 100.00 100.00 | 100.00 100.00
Number of 12 703 2233 188 28 8 15 160
Households

Gutu

Gutu is regarded as a Rural District Council. The infrastructure services offered clearly indicate a
local authority that is still in the growth phase. The level of available information is quite low
and is difficult to do a comparative analysis. However, information from the Central Statistics

Office on the distribution of households by main source of water for drinking and cooking shows
that the district as a whole still relies heavily on boreholes and wells. The number of unprotected
wells that are utilised as sources of water is unacceptably high. A significant number of
households use rivers, streams and dams as sources of water. These water sources are prone to
pollution and can be a source of water borne diseases. Being a rural district council also entails
coverage of a large catchment area far beyond the resources of the Council. Being a rural district
council attracts the intervention of a number of donor agents, who assist in borehole drilling,
dam construction and road rehabilitation. Tables 5.18 give the key indicators of ISP
comprehensiveness in Gutu.

Table 5.18: Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Gutu District, Zimbabwe 1992 Census

Source On <500 500 to >1000 NS Total No. of
Premises 1000 H/holds

Piped water inside | 100.00 . . . 100.00 756

Piped water 63.18 25.47 7.69 3.66 - 100.00 1912
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Source On <500 500 to >1000 NS Total No. of

Premises 1000 H/holds
outside 13.04 51.21 30.43 5.31 - 100.00 207
Communal tap 12.11 24.09 36.88 26.92 - 100.00 16 959
Borehole/well,
protected 11.43 31.30 39.29 17.94 0.04 100.00 14 094
Well, unprotected 1.07 26.43 42.24 30.25 - 100.00 3636
River/Stream/Dam | 0.27 43.24 37.40 19.10 - 100.00 377
Other - - 20.00 40.00 40.0 100.00 5
NS
Total 15.01 26.92 36.05 22.00 0.02 100.00 37 946

Pfura

The infrastructure scenario for Pfura bears close resemblance to that of Gutu. Both are Rural
District Councils with a small revenue base and catchment area. Central Government and the
donor community provide some of the core resources needed for the provision of infrastructure.
Tables 5.19 give the key indicators of ISP comprehensiveness in Pfura.

Table 5.19 Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Mount Darwin District (Pfura),
Zimbabwe 1992 Census

Source On <500 500 to >1000 NS Total No. of
Premises 1000 H/holds
Piped water inside 100.00 . . . 100.00 628
Piped water 30.4 52.0 13.5 4.1 - 100.00 1 664
outside 13.9 72.3 11.8 2.0 - 100.00 346
Communal tap 0.8 35.6 44.6 19.0 - 100.00 17 455
Borehole/well,
protected 1.7 30.2 43.2 25.0 - 100.00 4 068
Well, unprotected 0.3 24.5 37.8 374 - 100.00 7419
River/Stream/Dam 0.3 17.2 51.4 31.1 - 100.00 611
Other - 25.0 25.0 - 50.0 100.00 4
NS
Total 4.4 32.6 40.2 22.9 - 100.00 32195
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Harare

Table 5.20 gives the key indicators of ISP comprehensiveness in Harare.

Table 5.20 Percentage Distribution of Households by Main Source of Water for Drinking
and Cooking and by Distance (metres) to the Source, Harare Urban, Zimbabwe 1992

Census

Source On <500 500 to >1000 NS Total No. of
Premises 1000 H/holds

Piped water inside 100.00 . . . 100.00 84 462
Piped water 94.77 5.13 0.10 0.01 - 100.00 183 975
outside 59.95 38.95 1.05 0.04 - 100.00 10 063
Communal tap 43.19 33.49 21.78 1.54 - 100.00 12 492
Borehole/well,
protected 23.84 28.74 32.74 14.69 - 100.00 5080
Well, unprotected - 34.29 55.71 10.00 - - 70
River/Stream/Dam 11.80 20.50 36.02 29.81 1.86 100.00 161
Other 1.47 0.74 0.74 0.74 96.32 - 136
NS
Total 91.58 6.43 1.61 0.34 0.05 100.00 296 439

5.4 Issue of affordability of ISP

a) Gen