Journal of Law, Policy and Globalization www.iiste.org
ISSN 2224-3240 (Paper) ISSN 2224-3259 (Online) zi.l_‘i'j
Vol.63, 2017 IIS E

Fiscal Autonomy of Local Government Authorities: Reflection on

the Constitution and the Local Government Financeg\ct

Manumbu Hezrone Daudi

Local Government Training Institute, P.O Box 1125, Dodoma, Tanzania

Abstract

It is undeniably that the fiscal autonomy of logalvernment authorities constitutes a critical congya of any
financial decentralization in both developed andetgping countries. It gives local government atties
freedom to impose taxes, generate revenue witheir #ireas, allocate their financial and materiabteces,
determine and authorize their annual budgets witheernal motivate. The fiscal component of local
governments in Tanzania Mainland is mannered byCihestitution of the United Republic of Tanzani@y/1
and The Local Government Finances Act, 1982. Despiich recognition, powers of local government
authorities in relation to local government finarare still, limited by central government. Thesgitations do
not only deny local governments requisite powersadequately raise revenue from their own sourc&s an
borrowings but also inhibit their ability to detdma and approve such annual budgets.
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1. Introduction

Local government authorities are assigned a numbarandatoryand permissiveresponsibilities to perform.
Effective and efficient performance of such reslaifises requires, among others things, existeotadequate
fiscal resources. These resources are requirethéopurposes of financing operational expensesldpment
projects and costs of rehabilitating some dilagidatocal infrastructures within their respectiveas. The
existence, development and growth of local govemtnagithorities depend substantially on the subsisteof
sufficient amounts of revenue. According to Oldwuesence of a sound local government revenue mayiste
essential and serve as a critical tool for a sigfak®peration of the local governments. Local goveent
authorities should, therefore, be accorded witfigaht financial autonomy to enable them imposalect and
spend such revenue in the delivery of various puaicial services.

This paper underscores the extent to which the @otien, The Local Government Finances Act andeoth
directives issued by the Minister grants sufficiatal autonomy to local government authoritiesMainland
Tanzania to conduct their fiscal affairs. Specificat explores the effectiveness of the powerafeored upon
local government authorities to generate revenoe ftheir own sources, powers to prepare and appaove
detailed annual budget or supplementary budgetepoto access loans and lastly, ascertain whethastesuch
powers confers sufficient fiscal autonomy to logavernment authorities. The paper is organized fivi®
separate segments. First section gives a sucaimotluction of the study, second section offeraapshot of the
conceptual scrutiny of the key concepts used, tlsedtion provides a comprehensive analysis of the
Constitution, The Local Government Finances Act alder guidelines issued by the Minister and fourth
segment alludes to the conclusion.

2. Conceptual Analysis of the Key Concepts

2.1 Fiscal Autonomy of Local Government Authorities

Fiscal autonomy of sub-national governments imglias, to some extent, sub-national governmentscamge
their own sources revenue by exercising their gopowers to cover the costs occurring in the prokisof
public goods and servicédt entails the freedom to impose local taxatioenerate revenue within its assigned
sources, allocate its fiscal and material resourdetermine and authorize its annual budgets witleaternal

1 Section 113 (1), The Local Government (Districtttarities) Act, (Cap. 287 R.E. 2002), and The Localv&nment
(Urban Authorities) Act, (Cap. 288 R.E. 2002)

% First Schedules to The Local Government (DistActhorities) Act, (Cap. 287 R.E. 2002), and The &loc
Government (Urban Authorities) Act, (Cap. 288 R2B02)

3 Olowu, D., and Wunsch, J. S. (2003); Local Government in Africa: The Challenges of Democratic Decentralization:
Boulder, Lynner Rienner

4Vo, D. H. (2006); Measuring Fiscal Decentralization: An Entropic Approach. University of Western Australia, Australia
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interference. Some authofsobserved that local government fiscal autonomyveerits validity from fiscal
federalism. Fiscal federalism is the transfer ofcfions, resources and authority to peripheral Ite\of
government. It also relates to disposition of taxvers, retention of revenue and methods adoptedhaning
centrally collected revenue in accordance with ttutenal responsibilities of all levels of govenent. The
exhibited disparities in the definition of fiscaitanomy may, probably, be induced by the naturekdaund
and structural set-up adopted and practiced byrgovent.

According to Beetfinancial autonomy can generally be referred sfteedom of sub-central government units
to manage their affairs in a way that is not ehtidictated and controlled by the central governm&mancial
autonomy includes three elements. First, local edjere autonomy entails right and ability to detare the
nature and size of all local public expenditure @adreakdown in various public goods and servizzsing on
the demand of the local constituency, the right abdity to manage local property. Second, localeraie
autonomy entails right and ability to determine dnigin and amount of financial resources, the edtevhich
beneficiaries contributes to the common pool, aselaf the same. Third, local budgetary autonomgiksntight
and ability to adjust revenue levels to spendinglie across various domains of public interventigithin one
generation of taxpayers and successive generatioeghe right and ability to modulate local bedgonstraint
both statically and dynamically. It requires loaaithorities to assume fiscal responsibility foritltgecisions in
their areas.

The financial autonomy of sub-national governmeistgrimarily influenced by the assignment of taxing
powers? If tax assignment is extensive, the gap betweamdipg responsibilities and taxing powers of sub-
national governments will be minimized or elimirthfeleading to financial autonomy. The political
accountability and economic efficiency require aoly sub-national governments should have their saurces

of revenue but also total control or almost tothtcol over taxes and fees. That is, sub-nationaeghments
should besides being accorded adequate powerseaaough taxes from their own sources by settirgate
and defining tax base be given authority to malertexpenditure decisions. According to Vargyegub-
national governments that lack their independent saurces revenue can never enjoy the fiscal aotgnthey
may presumably, be placed under the financial ttauaftthe central government.

The fiscal autonomy is, therefore, the bedrock modt important aspect of the local government aurtgyi and
financial decentralization. Financial decentrali@atthat does not directly deal with fiscal autornoiw partial.
Financial decentralization should be designed ahsumanner that financial and fiscal competeragsiggned to
local governments correspond tasks and respotigbildevolved to them. The degree of local goventme
fiscal autonomy can be measured by placing on btask variables. These include the contributiohoo#l
governments own sources revenue to national butiget,local governments expenditure to centralkeexjiture
and level of local governments self-reliance fafdiese measures have been defined on the basiagié s
dimension of fiscal autonomy such as expenditugagythrough sub-national budgets and revenue ddise
sub-national governments. Unlike traditional waysnteasuring fiscal autonomy, revenue and experalitur
ratios, experts in public finance are more conadnvigh qualitative measurement. This entails powarsub-
national governments to decide appropriate tax deéne tax base, policy and legal regulatory feamrk for
borrowing and type of intergovernmental fiscal st given to them.

! Okafor, 2010 Quoted in Okechukwu, E. I. and Anotf#913);Local Government and Fiscal Autonomy for
Local Government in Nigeria: Review of Public Adisination and Management Vol. 2, No. 3

2 Osakwe, J. O. (1999), “Fiscal Relations among THiees of Government in Nigeria” in Fiscal Fedesaliand Economic
Development (NES), University Press

% BeerTo6th, K. (2009); Local Financial Autonomy in Theory and Practic&he Impact of Fiscal Decentralization in Hungary;
Doctoral Thesis in fulfillment of Economics and &b&ciences

4 Vo, D. H. (2006); Measuring Fiscal Decentralization: An Entropic Apaech. University of Western Australia, Australia

® Vo, D. H. (2005); Fiscal Decentralization in Vietnam: A Preliminary Investigation, University of Western Australia

® Varguez, M. J. and Another, (2007); The Design of Equalization Grants: Theory and Application, World Bank Institute

" Okechukwu, E. I. and Another (2013)pcal Government and Fiscal Autonomy for Local Goweent in
Nigeria: Review of Public Administration and Managant Vol. 2, No. 3

8 Prud’ home (1990), The Dangers of Decentralizafidre World Bank Research Observer, World Bank

® Liu, C. (2007), What Type of Decentralization Systeas Better Performance? University of Marylandljeége Pack
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3. Fiscal Powers of Local Government Authorities

3.1 The Constitution of the United Republic of Tanania, 1977

Article 145 (2) of the Constitution of the Unite@public of Tanzanfaempowers the Parliament and the House
of Representatives, as the case may be, to emadawhproviding for the establishment of local gomreent
authorities in each region, district, urban areas dllages in the United Republic. Moreover, itju@es the law
enacted by the Parliament and the House of Repedass to prescribe, among other things, sourEesvenue

of local government authorities. The provisionsted Constitution does, generally recognize andrdantocal
government authorities to have and raise revermoss & variety of sources situated within their logainity.
These provisions do not, however, endeavor to defiar identify whatsoever the names of such revenue
sources. This means that besides ordering theaRatit to enact the law specifying the sources revdar
local government authorities, the Constitution psmns remained silence and continued to be deaifvivat
constitute local government revenues sources.

The provisions of the Constitution in respect afdbgovernment own-sources revenue are generaiiyevin all
manners. Besides giving a broad statement on theee® of revenue, the provisions do not specifictitbt;
identify the nature and type of sources of revetwde collected by local government authorities;oel,
prescribe and accord sufficient taxing or reveraigimg powers to local government authorities dmalf grant
sufficient spending autonomy to local governmerihatities for the revenues collected from their csairces.
Failure of the said provisions to prescribe thauretand types of taxes that can be imposed andcted by
local government authorities is, certainly, a sasitwurdle and setback towards the fiscal autonofmipaal
government authorities. This goes without sayirag tbcal government own-sources revenues are nt¢gied
by the Constitution. It makes them more liable audceptible to all sorts of encroachment by therakn
government through regular amendments of legisiatio

Some authors have at different time attempted sndpeir eyes widely and therefore, shed somedightthe
provisions of the Constitution pertaining the elishiment and conduct of the general and specifiairaf of
local government authorities. These two Constitutfipovisions, namely, Articles 145 and 146 havenbee
strongly criticized for being too broad but scamtcontenf: The said provisions do not subscribe, address and
entrench accordingly the concept of decentralinalig devolution as promulgated under The PolicyePam
Local Government Reforfrleave alone the contents of various pieces of lgoeernment legislation. Basing on
such premise Mnyasen8abserved, among other things that, failure of gwvernment to review the
Constitution to entrench the concept of decenttibn by devolution whether deliberately or intentllly has
been considered as the worst decision being takéinebgovernment.

3.2 The Local Government Finances Act

The management and control of local governmentnfira is mannered by a plethora of legislation and
directives issued by the Minister responsible foral government. The principal legislation thatulages the
fiscal component of local government and all ottmatters related to is The Local Government Finaraxs
This law provides, inter alia, sources of reventiboal government authorities by categorizing thieto three
distinct groups; own sources revefiueentral government fiscal transfeesmd borrowing powers to impose
rates and collect revenues, powers to prepare @mebee a compressive and detailed annual and supplary
budget, provides for a coherent system of soundagement of local government financial resourceslasttly,
establishes a Local Government Loan BoaBesides that, The Local Authority Financial Menmatant® and
Guideline for Application and Management of Loand bcal Government Authoriti€sregulates the spectrum
of the local government finance.

1 The Constitution of the United Republic of Tanzadi@a77

2 REPOA (2008); The Oversight Processes of Localn€iteliin Tanzania, REPOA P. 13 ISSN: 2306-9007
® The Policy Paper on Local Government Reform, 1998

* Mnyasenga, T. and Another (2015); Administrativegal Framework of Central-Local Government
Relationship: Is It Tailored to Enhance AdminidtratDevolution and Local Autonomy? IRMBR, V. 4 1. 3
® (Cap. 290 R.E. 2002)

6 Section 6, 7, 8 and 9, The Local Government Fiasict, (Cap. 290 R.E. 2002)

" Section 12 and 13, The Local Government Finances(Gap. 290 R.E. 2002)

8 Section 14, The Local Government Finances Act, (28p R.E. 2002)

% Section 60, The Local Government Finances Act, (28p R.E. 2002)

2 The Local Authority Financial Memoranda, 2009

1 Mwongozo wa Maombi na Usimamizi wa Mikopo Katikalaka za Serikali za Mitaa, 2015
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The local government own sources revenue is condpobseveral distinct components. But, notwithstagd
their comprehensiveness of sources, they may lsteckd and placed into any the following units; abm
property tax, fees and charges, service levy, $eeand permits, hotel levy and produce cess. Theaimf the
local government own sources revenue hereinaboferred to is placed at the disposal of the Minister
responsible for local government. Apart from impgsirates and collecting revenue from the people or
authorities residing or carrying on business withieir areas, local government authorities or satbler persons
are prohibited from altering any item or revenuerse likely to affect local government authoriti@ghout
consultation with the Minister responsible for Ibgavernment. Moreover, distribution of own sources revenue
among various levels of councils remains to be »aiusive jurisdiction of the Minister responsibler flocal
government after making the requisite consultatigth other stakeholdefsSadly, it is unknown if the Minister
is not bound to follow advices.

Principally, the collection of the local governmentn sources revenue is preceded by the enactrhbgtlaws.
By-laws are enacted by the highest local governnpatitical authority composed of elected and apfeain
representative members and approved by relevahbitigs® By-laws made by local government authorities
play a critical role in the administration and mgemnent of local government own sources revenuey The
amplify and ease the provisions of the enablingslation by defining, among other things, amountaié to be
paid in respect of each source imposed by locaégowent authorities, nature of persons liable tptha rate,
prescribing such available payment modalities aatingy the time frame within which payment of ttedsrate
should be done. They further prescribe the possitmsequences associated with neglecting or faitupay the
rate duly imposed by local government authoritiéhiw the allotted time leave alone charting paralfor such
persons enticing others to retract payments.

3.3Does the Constitution and Law Provide for Local Goernment Fiscal Autonomy?

This is rather a simple and straightforward questib merely seeks for a simple and short answeit, e
answer is reserved until a content analysis ofgi@risions of the constitution, laws, guidelinesd asther
directives is basically done. The analysis of simdtruments is aimed to establish the extent tockwhbcal
government authorities though operates within thestitutional-legal framework of the national gavexent are
free from performing their constitutional mandatel degislative functions without such undesirectiférence
from central government. Therefore, the Constitytibhe Local Government Finances Act, The Locahatity
Financial Memorandum, The Guideline for Applicatiamd Management of Loans in Local Government
Authorities and other directives issued by the Bt responsible for local government will be expbed. At
the conclusion of content analysis of those insemis, presumably, an informed conclusion as to léredr not
the provisions of the constitution, statutes arfteotirectives grants the requisite financial aatop to local
government authorities.

The power of local government authorities in relatio the imposition of tax rates and determinatibtaxable
base are not absolute. They are constricted bgeghtral government. They are subject to the ratimgs made
by the Minister responsible for local governmenteafmaking thorough consultation with the Minister
responsible for financéAlso, it is worth noting herein that, the Ministapart from setting the rules to be
complied with by local government authorities mstjil exempt certain categories of persons from paying the
rates which have been dully imposed by local gowemmt authorities. However, the criteria upon whibh
decision of the Minister can lie in relation to teeemption of those persons are not certainly pigated for
under the Local Government Finances Act or reguiati They are merely discretionary powers vesteuthe
fingertips of the Minister responsible for localMgonment authorities.

The Minister responsible for local government aétensulting the Minister of finance is allowed t@ake rating
rules that may prescribe the limit of the ratesbéoimposed by local government authorities and itiomd
associated with such rates. The rating rules doissi some mandatory requirements that ought twbberved
and complied with local government authorities war they have been called upon to make their Wg-la
aiming at imposing new rates. This restriction andditions upon the powers of local government auities to
set tax rates and sometimes define the naturerebpe to pay such rates though recommendable nitainte
appear to be undesirable for two main reasong, By deny local government authorities suffitidiscretion

! Section 10 (1), The Local Government Finances @sap. 290 R.E. 2002)

2 Section 10 (2), The Local Government Finances @&ap. 290 R.E. 2002)

3 Section 155 (4), 161 (3), 169 (3), The Local Gaweent (District Authorities) Act, (Cap. 287 R.E. 20@2d section 89 (3),
The Local Government (Urban Authorities) Act, (C2g8 R.E. 2002)

4 Section 16 (2), The Local Government Finances {&ap. 290 R.E. 2002)

® Section 16 (4), The Local Government Finances @sap. 290 R.E. 2002)

259



Journal of Law, Policy and Globalization www.iiste.org
ISSN 2224-3240 (Paper) ISSN 2224-3259 (Online) zi.l_i'j
Vol.63, 2017 IIS E

to set tax rates and determine tax bases and settendfurther deny local government authoritiefisient
right to adjust their own revenue by varying theesawhenever necessary, in response to the firfatemand
for the publicly provided social services.

On the same vein, powers of the Minister respoesibt local government to exempmiertain categories of
persons from paying the rates dully imposed byllgoaernment authorities are of no any significanakie. It

is rather an unnecessary enclosure and manifegigation of the financial autonomy of local govemrmh
authorities. Sadly, the law does not prescribe aitgria whatsoever which may guide the Ministeret@mpt
such categories of persons from paying such ratas. perpetuates the central government monopady the
local government affairs more specifically the fioal autonomy. Moreover, there is no any reasanabl
justification leveled for the Minister to make suekemption of categories of persons since thée tmfers
similar powers to local government authorities tlgio their representative organs, that is, countite nature
and type of persons to be covered by such exemptidrgrounds upon which local government autharitiay
exercise such powers are defined and promuldated.

The central government has had at different tinmeerfered the revenue assignment of local goverbhmen
authorities. This interference manifested itselflifierent forms such as abolition, transfer andeatralization

of collection some of the local government own sesrrevenue. The government through the Minister
responsible for finanéebolished a list of taxes that have for a quitgglbeing collected by local government
authorities after terming them as ‘nuisance taxesé same cause of action pursued by the Ministgransible
for local government in July 2014 by pronouncing tfecision that barred local government authoritiem
collecting cotton cess in favour of Cotton BoarBecently, the government re-centralized the admnatien
and management of property tax to Tanzania RevAntteority.> The most intriguing question herein is that all
those decisions were unilaterally arrived at byt@ngovernment. Neither local government authesitas
necessary parties nor the Association for LocalhArities of Tanzania as a proper party and reptatea
organ were involved during that process.

Lastly, local government authorities through theouncils have power to prepare and approve thelgéis®
The budget apart from reflecting the council’s smrdelivery plahshould, unequivocally state, such amounts
of monies expected to be received and disburselbdal government authorities during the fiscal yegne
power to prepare and approve the annual or suppl@mnebudget does not shield away from the uppér an
strong whip of central government. The faplaces some imperative requirements before chietwive
officers of local government authorities to arrageeeting with regional secretariats where buggaposals
are submitted for scrutiny. Discussions, technadVises, recommendations and guidance regardirignaat
polies, programs and financial regulations takesrpnence during the meeting. Moreover, the medsragmed

at ensuring that the budget proposals comply willevant sector standards, guidelines and priositiEise
secretariat, is @ mere an extension of central gowent at regional level, established to providshmécal and
administrative assistance, offer policy interpretat enhance institutional capacity, monitor quyaland

1 Section 16 (4), The Local Government Finances @&ap. 290 R.E. 2002)

2 Section 22 (2), The Local Government Finances @&ap. 290 R.E. 2002)

3 Section 22 (3), The Local Government Finances A€8p. 290 R.E. 2002), that is, person depends osrfior his
livelihood, women completely dependent on theirldaunsls or other persons for their livelihood, fithé students attained
the age of or above eighteen years who dependghamsofor their livelihood, old persons of or abdhe age of sixty
without visible source of income, disabled persaitaout visible source of income, and any persansategory of persons
as the authorities may deem fit

4 Reforms in Tanzania’s local taxation system whibhlished development levy in 2003 and in 2004 resdoa wide array
of ‘nuisance taxes’ and radically reduced the lessnlicense fees such as bicycle tax, livestock vd the entertainment
levy. This should also be the fate of many feedqiag push cart fees, cattle trekking fees, bicyetgstration fees, among
others, that simply have a high nuisance valuetbatdcost more to enforce than what they yielceimt of revenues during
the collection process

® The Finance Act, 2016: amended some provisiofiefLocal Government Finances Act, (Cap. 290 R.E2R0the Local
Government (Rating) Act, (Cap. 289 R.E. 2002), and Tdrezania Revenue Authority Act, (Cap. 399 R.E. 20BBWwever,
re-centralization of prapty tax administration and management is not a new phenomenon; available evidence shows that
property tax was re-centralized to TRA in some logallernment authorities by The Financial Laws (Mismeous
Amendments) Act, 2008

® Section 46 (1), The Local Government Finances @ap. 290 R.E. 2002)

" Regulation 10 (1), The Local Government Finandb¢k Grants) Regulations: G.N. No. 282 of 2000

8 Section 46 (1), The Local Government Finances @&ap. 290 R.E. 2002)

% Section 46 (2), The Local Government Finances @&&ap. 290 R.E. 2002), and Regulation 10 (2), TheaLGovernment

Financial (Block Grants) Regulations: G.N. No. 282000
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standards of service delivery, offer training aseritify development opportunitiesamong others.

Besides that, central government issues the bumgiaig for every financial year. Local governmeuthorities
have to ensure that their budget estimates arénamhfvithin the prescribed budgetary limit. Issuzo€ the said
budget ceiling to local government authorities rhayfounded on the fact that a lion share of theeyarsed to
finance local government authorities’ budget flofiem central government in terms of central govesnn
fiscal transfers. The literature available accetemiahat about 90%of the annual local government budget
comes from central government. This means thagllgovernment own sources revenue are inadequate to
finance the delivery of various quality social see¢ to the public and development projects witthiair
respective areas. This requirement though may baga designed to ensure proper checks and baleheedn
the tiers of governments, on one hand; it siegedisical autonomy of local governments, on the otizand. As

a result, local government authorities cannot mee@my meaningful budgets reflecting the felt neadd
preferences of the people.

Sometimes, mismatch between expenditure assignamehtevenue assignment may appear very critical eve
where financial transfers from central governmeaveéh been made. As a result, borrowing becomes an
indispensable requirement. Borrowing seeks to bfiseal imbalance manifested between constriceagmue
assignments against available responsibilitiesgassénts. The constitution, rather than containingeaeral
provision on local government finance, does not#ijgally provide for borrowing. Fortunately, thew? creates
regulatory framework within which local governmestithorities may whenever wishes comply with basic
requirements access loan facilities. They can borbichever amounts of money from any reputable ekiio
financial institution or bank. Short-term loan amahk overdraftis allowed where monies are temporarily for
the purpose of meeting authorized expenditure. Bdrk overdrafts advanced to local government aitidor
should not, at any stage and under whatever casege total income of local government authoritieshe
preceding fiscal yearLoans may be secured by revenue or mortgage ogelod council land and premisés.

Local government borrowing is closely supervised deptral government. Both normal and overdraft loan
facility is placed at the disposal of the Ministesponsible for local government. The farequires local
government authorities to seek an approval of theistér prior to presenting the loan facilities ftoancial
institution or bank. However, the Minister is bouttdmake consultation with the Minister of finanoefore
issues such approval. The power of the Ministeraspect of issuing an approval for local government
borrowing is, certainly, discretional. This is digethe fact that, the lafiddoes not prescribe any criteria within
which the decision of the Minister may stand. Itgimunded upon personal judgment of the MinistéisT
regulation by the Minister may manifest an intresoontrol of central government on the financiabaomy of
local government. It may impede the efforts of lagavernment authorities to apply and access laaitities to
fund a number of responsibilities assignments debto them.

The law does not state the procedures that hakie tthserved by local government authorities whemeaked

to solicit loan facilities from financial instit@th or bank. However, The Local Authority Financial
Memoranduris very prescriptive on it. First, it imposes andatory duty upon local government authorities to
present loan request to the finance, administradioth planning committee for scrutiny and deliberatilf the
committee is satisfied with the proposal, it hadable the same before the meeting of the full cduor a
resolution. Second, the loan request proposal fitsdsay to Minister responsible for local govermmhrough
the executive officer of the Ministry responsibler fRegional Administration and Local Government.eTh
Minister issues an approval after satisfying the proposal tabled to him ascribes to The Localhguity

1 Section 29, The Local Government Laws (Miscellarsedmendments) Act, 2006 repealed in whole seclibn The
Regional Administration Act, (Cap. 97 R.E. 2002) dffgrfunctions of Regional Secretariat

2 Controller and Auditor General Report (2013), The General Report on Local Government Authorities, 2012/2013; accounts
only 10.4% of the total local government authositexpenditure, especially for the recurrent openati expenses such
paying allowances to local councilors; and The Prime Minister’s Office — Regional Administration and Local Government
(2013); A Study on Local Government Authorities Own Source Revenue Collection

3 Section 14 (1), The Local Government Finances @ap. 290 R.E. 2002)

4 Section 15 (1), The Local Government Finances @ap. 290 R.E. 2002), and Order 51 (6), The Locahguity Financial
Memorandum, 2009

® Section 15 (2), The Local Government Finances @&ap. 290 R.E. 2002)

® Section 14 (2), The Local Government Finances @sap. 290 R.E. 2002)

7 Sections 14 (1) and 15 (1), The Local Governmémarices Act, (Cap. 290 R.E. 2002)

8 The Local Government Finances Act, (Cap. 290 R.B2P0

% Order 51, The Local Authority Financial Memorand2609
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Financial Memoranda and The Guideline for Applicatiand Management of Loans in Local Government
Authorities after carrying out consultation with hiter of financé.

The content analysis of the constitution and laavmghthat the fiscal autonomy of local governmerthatrities

is constricted. Despite the fact that the law usthes powers to local government authorities tordete set tax
rate and determine tax base, access to loan ie€iltnd prepare their budget on one hand; stitioitfers
supervisory powers to central government to pathdée fiscal issues on the other hand. In someantsts,
central government has at different times abolistratire-centralized collection of some of the Ig@alernment
own sources revenue without consultation with lagabernment authorities or its association. Leveliszal
autonomy of local government authorities and tlké$cretion to set local expenditure priorities doues to
decline even with the introduction of decentraliatby devolutiorf The government had admitted that, fiscal
component of decentralization continue to havetédhicontrol over local expenditure and a limitegrée of
over revenue autonorjyamong others.

The degree of local government fiscal autonomy amZania Mainland is relatively low. This can bewrded

on three variablésised to measure the fiscal autonomy of sub-ndtigmaernment, to wit, contribution of local
governments own sources revenue to national buttgat,local governments expenditure to centraleextiture
and level of local governments self-reliance ratee Controller and Auditor General Repahd PMO-RALG
report reveals that the local government own s@ureeenue accounts to about 10.4% and 7% only cieply

of the total local government budget expenditurarddver, the 2011/2012 CAG Report reveals thatlloca
government collected about shillings 236,716,34&/73only from own sources revenue and total local
governments expenditure amounted to shillings 2(85,217,362/=. This amount is adequately low teeco
manifested growing expenditure requirements ofllgoaernment authorities.

Basing on the Controller and Auditor General repand Prime Minister's Office — Regional Administoat
and Local Government own sources revenue surveyrtfejt is apparent that the level of local governrsent
self-reliance is inadequate. Local government aitthe may finance their responsibilities assigntaeby
almost 10% only and about 90% of local governmantial expenditure that constitute a lion share ofrem
central government in terms of intergovernmentadl transfers. The lavprovides three different categories of
central government transfers, namely, conditionants, unconditional grants and equalization graAs
excessive dependence on fiscal transfers may laridgverse interpretation. First, revenue assignnemiot
extensive; second, revenue assigned to local gmarhare inelastic and thus, hard to administed; third,
local government authorities does not collect adicgly. This extreme reliance on fiscal transfeirsders the
fiscal autonomy of local government authorities.

4. Conclusion

The Constitution and The Local Government Finankes gives powers to local government authorities to
impose rates, collect revenue and plan a budgetadgr which such monies collected will be used. matire

of revenue assignments, however, does not mat¢htiét expenditure assignments. The differencevsaob to
the extent that they depend significantly on cérgavernment transfers; this inhibits the delivexfypublic
services. The powers of local government autharitierespect of all local government finances istgreat
extent constricted by enlisting some claw back s#auin The Local Government Finances Act, The Local
Authority Financial Memorandum and other directivesued by the Minister responsible for local goveent
from time to time. This constricts powers of logalvernment authorities to raise adequate reverara their
own revenue sources and borrowing for projects ldpmeent and service delivery and affects the fiscal
autonomy of local government.

1 Mwongozo wa Maombi na Usimamizi wa Mikopo Katikalaka za Serikali za Mitaa, 2015
2 Mgonja, B. and Another (2012), Institutional Imgmof Local Government Reform Program on Good Local

Governance in Tanzania, International Journal aidemic Research in Business & Social Sciences

3 URT (2007); Local Government Fiscal Review 2007: Measuring Progress on D by D

4 Prud’ home (1990), The Dangers of Decentralizafidre World Bank Research Observer, World Bank

® The Controller and Auditor General Reports for tiveaRcial Year 2011/2012

® The Prime Minister’s Office Regional Administration and Local Government (2013); A Study on Local Government
Authorities Own Source Revenue Collection

" The Controller and Auditor General Reports for theaRcial Year 2011/2012

8 The Prime Minister’s Office Regional Administration and Local Government (2013); A Study on Local Government
Authorities Own Source Revenue Collection

® Section 12 and 13, The Local Government Finanats(Gap. 290 R.E. 2002)
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