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Part I: Background

The present caretaker government has taken an initiative to strengthen local government institutions and constituted a 7 members Sthaneeo Sarkar Protishthan Gotisheel O Shaktishalikaran Committee (Committee for Accelerating and Strengthening Local Government). The Committee has submitted a four volume report to the Government. Volume-I of the report presents the main recommendations while three other volumes present the draft of different proposed ordinances. Appendix Cha (P) of Volume-I presents the draft of the Local Government Commission Ordinance 2007. Meanwhile the Local Government Division of the Ministry of Local Government, Rural Development and Cooperatives has redrafted the proposed Local Government Commission Ordinance. The draft ordinance has already been approved by inter-ministerial review meeting and forwarded to Ministry of Law for vetting and subsequently to be placed to the Office of the Chief Advisor of the Caretaker Government for approval of the Advisory Council.

Over last one decade or so, there has been a continuous demand from the academics, researchers and civil society activists that given the politico-administrative reality, Bangladesh needs an independent Local Government Commission (LGC) to safeguard the ‘functional autonomy’ of the local government and to keep them free from ‘bureaucratic control’ and “government domination’, and to have a ‘clear and transparent inter-governmental fiscal transfer’.

Meanwhile in a national convention
 organized by civil society/ NGOs and academics on July 22, 2007 suggested an outline of the functional areas of the forthcoming LGC. The salient features of the roles and functions of the proposed LGC as suggested by the convention are presented below:

Policy and Planning activities

· Assist the government to formulate and in implementation of the decentralization policy of government. 

· Formulate and review the policy on development plan and program to be implemented by the  LGIs

· In consultation with concerned ministries, formulate and issues various circulars on the role, responsibilities, activities and other related matters for smooth functioning of the LGIs. 

Resource management

· Undertake research and assessment to identify the role, functions and responsibilities of LGIs considering local needs, resources and its legal framework.

· Formulate the policy on inter-government finance allocation and tax sharing.

· Periodically review and assess the tax base of the LGI and prepare model tax schedule.

· Devise incentive plans for resource allocation

Capacity Building

· Assist the LGI to develop the comprehensive human resource development plans 

· Assist the LGIs to implement the human resource development plan.

· Liaise with national and international agencies to help the LGI in capacity building

Control and monitoring

· Formulate rules/ regulations to ensure the transparency and accountability of LGIs.

· To supervise, monitoring and evaluate all implemented activities of LGIs.

Reporting

· Submit annual report at national parliament on LGIs activities through the President. 

Relationship with the government 

· Local Government Commission will maintain a complementary relationship with the central government. It will act as the guardian of the LGIs. 

· It will act as arbitrator in terms of any dispute between the LGIs and the government.

· Government will take major policies related to local governance and development in consultation with the LG commission.  
Part II: An overview of structure and models of different countries
This section of the paper attempts to make an overview of the institutional arrangements of similar commissions and or institutional arrangement of inter-governmental fiscal transfer in 13 countries across the continents. The key features of these institutions in some of the countries are highlighted briefly in the paper, while details have been presented as Appendix 2. The countries include both developed and developing nations, and include unitary States as well as federations.  An overview of the structure/ models and functions of such bodies in different countries and the main features are presented below: 
· Role and function of most of the Commissions/ Committees / Agencies are confined to inter-governmental fiscal transfer and fiscal allocations guidelines/ principles;

· Ministry of Finance (MoF) in most countries plays a critical and important role in the functioning of the commissions/ committees. Out of 13 countries, in 8, such commissions/ committees work closely with the MoF. While for 5 countries, such commissions work in close liaison with Ministry of Local Government.

· In some countries like Ghana, India, South Africa, Uganda such commissions are created by the Constitution, while in others (Australia, Nepal, Sierra Leon) these are formed under the law. Rest of the systems and or structure are based on executive arrangements.

· In almost all countries except with exception of China, Local Governments are directly involved with the decision making process of such commission and or in the process of inter-government fiscal transfer. In some countries (Denmark, Italy and South Africa), local governments are not only involved in the grant determination process but also in general budgetary decision making.  

· Countries where there is a formal commission or committee, except India, such bodies are permanent.

· The agencies’ functional roles vary significantly. In some cases it works widely in the field of public finance and is not limited to grants and intergovernmental financial relations, while in few other cases, functions are restricted to fiscal transfer.

· The agencies vary in size from one Administrator in Ghana to over 20 members of the Financial and Fiscal Commission in South Africa. In Uganda, a majority of members are nominated by local government. While in Australia, Commissioners are not employees of any government when they are appointed.  

· None of the countries reviewed has a similar type of Commissions with such mandate as given to the Local Government Commission of Bangladesh. Though proposed LGC in Bangladesh is merely confined to advisory and recommendation functions;

Part III: Overview of the Proposed Local Government Commission Ordinance 

This section of the paper presents an overview of the salient features of the proposed LGC Ordinance and attempts to identify the flaws and weak areas of the Ordinance in the light of the expected roles as perceived by the selected stakeholders and lessons drawn from international experiences. The draft Ordinance is not officially available.  This Consultant, however, has received a copy from unofficial sources including media. (For unofficial translation see Appendix 1)

Section 4: Composition of the Commission

Composition of commission proposes only three members (including the Chairman). The number of members appears to be too few and thus excludes the participation of some important stakeholders. 

The composition of the Commission could follow the model of University Grants Commission (UGC). The UGC which has a provision of 5 full time permanent members and a number of part-time members
.  The UGC meets once every two months with full commission (i.e. All permanent members and part time members) to review and approve all major policy decisions of the Commission taken during the period of the two meetings.

LGC could consider the model and have provisions for part time members drawn from the following stakeholders:

· Representatives of the Local Government bodies (Union Parishads, Upazila Parishads, Zila Parishads, Pourashava and City Corporation)

· Representative from civil society

· Representative from expert/professionals 

· Representative from disadvantaged communities/ women 

Being an active partner of the local government, Secretary of LGD and Secretary of Ministry of Finance could also be inducted as part time members.

This would need necessary modification in the Section 8. A sub section 8(3) should be inserted to have the provision for part time members along with their roles and responsibilities. 

Section 7(1): Status and remuneration

The status of the Chairman and members should be spelled out as at par with the Chairman and members of other Constitutional and statutory Commissions. (Like The Human Right Commission). 

Section 8(1): Qualification of the Chairman

The qualification strictly refers to “long standing experiences on local government’. This could indirectly exclude non-civil servants, civil society members, and other professionals.

Section12 (2): Resignation and removal

Search Committee has been authorized to investigate and report to the President to remove the Chairman and members of the Commission.

Such superior role of the Search Committee members will undermine the image and credibility of the LGC. This will also give an impression that the Commission is subordinate to and indirectly controlled by some other commissions and or body, which is contradictory to Section 13(5) which confirms that the Commission will be ‘independent and be under the constitution and law in discharging its duties”

This clause is unique and unlike any other existing constitutional and or commission constituted by law. 

There should be uniformity of removal process for all Commission constituted by law. The Commission Chairman and or members should be only be removed by the manner and method of removal of a Supreme Court Judge.

Section 13(5) Independence of the Commission

Section 13(5) confirms that the Commission will be ‘independent and be under the constitution and law in discharging its duties”

However the Section 14 and its sub-sections (describing the functions of the Commission) indicate that the Commission would act merely as a ‘recommending body”. Its roles also appear to be more of ‘advisory’ than executive or authoritative.

Section 14: Functions of the Commission

There is also some ambiguities in the recommending role of the Commission. Following table presents an overview:

	Section 
	Recommendation to be made to

	14(2), 14(3), 14(6), 14(7), 14(8),
	Local Government Division

	14(5), 14(10), 14(19)
	“Government” – no specific ministry or agency has been  mentioned 

	14(4), 14(8), 14(11), 14(12), 14(13), 14(14)
	No reference whom to recommend


As a matter of fact out of 15 prescribed functions, commission will have only recommending role in 12 functions. There is also no indication what will happen if the recommendations are not accepted / or addressed by the concerned ministries or by the government.

Commission as suggested in the Ordinance would surrender much of its authority to the Local Government Division, Ministry of Local Government. For example the Section 14(3) refers that “After changing the existing rules of service structure of the Local Government institutions, all decisions related to services and manpower of local government institutions, the Commission will recommend empowering the Local Government Division for its final approval”.

Commission is empowered “to supervise and monitor the financial and administrative activities of the Local government institutions” and also investigate “gross financial and administrative irregularities”(Section 14(5,6) but the Commission can not take any decision or action on its own to discipline / punish or streamline the local government bodies but merely and make recommendations to the government. 

Following broad areas of mandate / functions could also be included in the proposed ordinance:

· Develop, review and update the comprehensive decentralization policy of Bangladesh

· Develop, review and update the inter-governmental fiscal transfer system. 

· Devise mechanisms and tools for performance assessment system, fiscal monitoring and reporting systems for the local government bodies 
· Devise the ways and means to encourage the private sector / NGOs and civil society to participate in the local governance process to ensure decentralized and sustainable development.

Section 17: Commission Secretary and staff

Section 17(1) of the Ordinance makes a provision that “Government will appoint a Secretary with appropriate rank and status”. The vagueness of ‘appropriate rank and status” could create confusion and may even undermine the status and executive authority of the Commission.

Section 17(2) of the Ordinance notes that the Commission “in consultation with the government, will determine the require organogram and make the recruitment of the staff”.  This could be a lengthy and highly bureaucratic process. The Commission might lose its autonomy and independent character by such dependency.

Section 22: Research

The Commission is mandated to undertake research on institutional and policy issues. The proposed Ordinance suggests that the government will make yearly allocation for such research activities. This will make the Commission dependent on research grant, which could subsequently affect the priority, quality and focus of policy and action research programme of the Commission. 

Part IV: Conclusions

The proposed Ordinance with the given mere ‘recommending’ and ‘advisory’ responsibilities/ roles would not in effect address the real institutional issues of the local government. With such prescribed roles the proposed LGC might end being “a subordinate appendix” body of the Local Government Division.

Mandate and the roles of the LGC need to be amended to make it an operationally an effective body to address the critical issues of local government and governance. 

The secretariat of the proposed commission also appears to be a weak one. The budgetary discretion and financial authorities are not reflected in the Ordinance.  

The Search Committee is assigned with a dual role – i.e. both selection and disciplinary roles. This will undermine the status and image of the Commission. Apparently this will give a general impression that the proposed Commission is lower level subordinate body under the scrutiny of the other commissions of the country. This will indeed cost the acceptability and image of the proposed Commission.

Search Committee should have provisions for the inclusion of retired members of the higher judiciary, eminent citizens, and members of civil society and representation of the LG institutions.

The proposed composition (i.e., Chairman and Members) of the Commission have excluded the possibility of the direct representation of the Local Government Institutions. Thus the most important and critical stakeholder has been neglected. The composition of the Commission would demand amendment to make it inclusive to accommodate the major stakeholders.


Appendix 1
Proposed Local Government Commission Ordinance, 2008 

Preamble:

Whereas, it is needed and desirable to make the local government institutions dynamic, accountable and strong; 

Therefore, the Ordinance is promulgated.

Section1: Short title and enforcement

1. This ordinance will  be known as Local Government Commission Ordinance, 2008

2. It will come into force from the day and date of publication of the Gazette.

Section 2: Definitions

a. “Local Government Institutions” means to Union Parishad, Upazila Parishad, Zila Parishad, Pourashava, City Corporation

b. “Commission” means to Local Government Commission established by this ordinance

c. “Chairman” means Chairman of the Commission

d. “Members”

e. “Government” means Government of Bangladesh

f. “Secretary”, means Secretary of the Commission

Section 3: Establishment etc., of the Commission

1. As soon as this law is promulgated, there shall be established a Local Government Commission. 

2. The Commission will be a statutory body, shall have a perpetual succession and a common seal, with powers to acquire and hold property both movable and immovable, and shall by its name sue and be sued.

3. The Commission’s seal shall be determined by the Commission with definite shape and description, shall be under the custody of the Chairman and be used for specific purposes. However, without the presence of the Chairman and any one of the members, no documents shall be sealed and as a token of their presence the sealed documents shall have to be signed.

Section 4: Composition of the Commission

(1) After the promulgation of the ordinance, the Government as soon as possible through gazette notification shall established a Local Government Commission


2. Commission shall be composed of one Chairman and two members.

3. Chairman shall be deemed as a member of the commission.

4. The activities of the commission shall not be deemed illegal or be questioned at the court only because of the vacancy of the post of Chairman or member or mistakes in the formation of the commission.

Section 5: Office of the Commission

Head office of the Commission shall be at Dhaka. The Commission with prior permission of the government may open its branch office at any other place of the country.

Section 6: Appointment, Appointment procedure and tenure of the Chairman and members of the Commission. 

1. Chairman and members of the commission shall be appointed by the President upon the recommendation of a search committee; they shall be working on full time basis.

2. Subject to this ordinance, the Chairman and members shall be appointed for 5 years from the date of appointment and shall be eligible for reappointment for another term. 

Provided that, if any person reaches the age of 70, shall not be eligible to be appointed as Chairman or member, alternatively shall cease to hold the post upon completion of 70 years of age. 

Section 7: Status, remuneration and benefits of the Chairman and Members

1. Status, remuneration, allowances, benefits and other conditions of services of the Chairman and members will be determined by rules through the government gazette notification.

2. Conditions of services, remuneration and allowances of the Chairman and members shall not be varied to their disadvantage at a later period.

Section 8: Qualifications of the Chairman and Members

1. Chairman of the commission shall be a person who has long standing experiences in Local Government.

2. Qualification of other two members shall be having -

a. special experiences in finance and accounts management, or

b. long experiences in local government management, or

c. special contribution in social development or special experiences in human resource, or

d. research and recognized contribution to local government.
3. No person shall be eligible to be appointed as Chairman or member or hold the post thereof if he is: a. not a citizen of Bangladesh, b. member of parliament or member of any local government institution; c. declared as loan defaulter by a bank,  financial institution , Bangladesh Bank or court; d. declared bankrupt by court and has not been cleared ; e. convicted for a moral turpitude and sentenced to imprisonment for a term of two years or more, unless a period of five years has elapsed since his release; f. involved directly in any position of profit after the appointment to post of Chairman and member; g. incapacitated to undertake the responsibilities due to mental or physical inability.

Section 9: Disqualifications due to personal/private interest 

Prior to the appointment, the President shall have to be convinced that the persons appointed as the Chairman or member of the Commission do not have any private interest which shall have adverse affect on the activities of the commission.

Section 10:  Responsibility of Chairman and members related to family members selected private interest

If any family members of the Chairman/ Members have any private interest to any local government, then the Chairman/ Members shall inform the commission in writing within three months of his appointment about the nature and value of such interest. 

Explanation: In this sub-section, family of the Chairman and Members shall mean the father, mother, husband or wife and his son, daughter, step son and step daughter)

Section 11: Search Committee for the recommendation for appointment of the Chairman and Members

1. The search committee shall be composed of the following persons:

a. Chief Election Commissioner, Chairman 

b. Chairman, Anti Corruption Commission, Member

c. Chairman, Public Service Commission, Member

d. Comptroller and Auditor General, Member

e. Secretary, Local Government Division – Member Secretary

2. Subject to this Ordinance, the Search Committee shall complete the selection process through its own procedures/ process;

3. Government will request the Search Committee to recommend the names of the Chairman and Members within a stipulated time frame.

Section 12 Resignation and removal of the Chairman and Members

1. Chairman or Members may be removed from office on the ground of gross misconduct or failure to discharge responsibilities;

2. Upon request of the President, the Search Committee specified in section 11 of the ordinance shall investigate complaints, allegations concerning behavoiur or competence against the Chairman or any member of the Commission.

3. After the investigation of the Search Committee, if it found that the Chairman or any members has become unfit to accomplish the responsibilities or is considered guilty of serious misconduct, the President shall remove the Chairman or any member upon receipt of the report of the search committee. 

4. The investigation system of the Search Committee shall be determined by rules. 

Section 13: Power of the Commission

1. The Commission is empowered to formulate rules of business under this Ordinance and other matters, and in discharging its duties shall have the powers of a Civil Court under the Code of Civil Procedure 1908 (Act 5 of 1908) as mentioned below-

a. summon anyone and ask for being witness

b. instruct any person or organization to present records and files 

c. demand any official documents; and

d. ask any one to provide any necessary and relevant information. 

2. Commission shall act as a Court under sections 480 and 482 of Criminal Code Procedure 

3. If any matter is presented to the Commission under the Local Government laws, and the Commission is satisfied that the said information is important for discharging the matter, in that case any person shall be bound to provide such information to the commission.

4. Commission shall devise its own procedures in discharging its functions and apply prescribed powers. 

5. Commission shall be independent in discharging its functions and shall be only under the constitution and law. 

Section 14:  Functions of the Commission

1. All functions assigned under the Local Government Ordinance (Union Parishad, Upazila Parishad and Zila Parishad) 2008; Pourashava Ordinance, 2008; and Local Government (City Corporation) Ordinance 2008 

2. After changing the existing rules of service structure of the Local Government institutions, all decisions related to services and manpower of local government institutions, the commission will recommend empowering the Local Government Division for its final approval. 

3. Upon review of all decisions made and circulars issued over times on Jal Mahal management, recommend to the Local Government Division on the interests related to the local government institutions;

4. Recommend transfer of share of the income from divorce and marriage registration to the Local government institutions;

5.  Supervise and monitor the financial and administrative activities of the Local government institutions and make recommendations to the government;

6. Carryout investigation of gross financial and administrative irregularities of the local government institutions and recommend to the Local Government Division to take action against the person/ officers/ employees found guilty.

7. Recommend to the Local Government Division the ways and means to make the local government institutions financially solvent and administratively competent, dynamic and welfare oriented organization. 

8. Recommend on necessary policy issues/ directions for appropriate use of own fund of the Local Government Institutions and funds allocated by the government for every financial year.

9. Commission shall take necessary action to conduct the income-expenditure audit within the fixed time;

10. Recommend to the government on fixation and re-fixation of different taxes, fees, rate, toll, etc. of the Local Government Institutions;

11. Recommend to increase in the share of the local government institutions over the locally generated central income and identification of new sources of income. 

12. Recommend on objective and equitable distribution of centrally collected revenue to the local government institutions.

13. In view of its consideration, the commission shall make recommendations on the distribution of resources gathered from other applicable sources;

14. Commission shall review all existing rules, regulation, bylaws, circulars etc related to local government and make recommendations with its opinions;

15. The commission shall prepare an annual report on its activities within two months of the next financial year and submit it to the President.

 Section 15: Meetings of the Commission

1. Time, place and agenda of the meeting will be set by the Commission in accordance with the rules of the Ordinance

2. Quorum : Presence of Chairman and one member will constitute the quorum

3. Chairman will chair the meeting- in his absence senior member will chair

4. Majority votes of the members present will make decision

5. Any member can request the Chairman to convene a meeting on specific issues or related to any decision making with written request and Chairman will convene the meeting within 7 days after receiving the letter. (Seniority of member refers to the age, if both members join on the same day, otherwise the one who joined earlier)

6. The Chairman may invite any relevant person to any meetings for opinion, statement, information or explanations, which will be recorded I the meeting minutes accordingly.

Section 16: Committee

Commission can constitute required number of committees and with the representation of one or more members or its employees or any other person. Commission shall set the terms of reference for  the committees. 

Section 17: Appointment of Secretary, officials / staff of the Commission

1. Government shall appoint a Secretary with appropriate rank and status.

2. Commission, in consultation with the government, will determine the required organogram and recruitment of the staff. In order to help the Commission to undertake its activities, Government may provide staff with experiences in public administration, local government and financial management on deputation/ placement. 

3. Appointment and other conditions of the service of the staff of the commission shall be determined by the regulations. Until the regulations are framed, Commission shall undertake such activities by administrative order. 

Section 18: Recommendation to handover Government Property

In order to enhance the income of the local government institutions, Commission can recommend to handover the government controlled resources to local government institutions.

Section 19: Funds of the Commission

1. There will be a fund in the name of the Commission.

2. The Fund will consist of:

a. Grants from Government or Government approved authorities

b. income generated from any other sources as assigned to the Commission as per the decision of the Government.

Section 20 : Fund Management and investment

1. All fund deposited to the Commission will be kept in designated Bank

2. Commission in prescribed manner can invest part of the fund

3. Commission can creat seprate fund for special purpose and can operate that in prescribed

    manner.

Section 21: Power to formulate rules

For carrying out the purposes of this Ordinance, Government through gazatte notification shall prepare required rules consistent to the Ordinance. 

Section 22 : Research and development

1. Commission will direct research on the institutional and developmental issues of local government institutions and the government will every year allocate fund for that purpose.

2. Based on the research findings, the Commission will advise the government on matters related to policy making.
Section 23: Public servant

Chairman, Members, Officials/ staff, Consultant and any person duly empowered to act on behalf of Commission shall be deemed to be a public servant within the meaning of section 21 of the Penal Code (XLV of 1860).

Section 24: Protection of action taken in good faith

No suit, prosecution or other legal proceedings shall lie against the Commission or any one empowered by the commission, for anything which is in good faith done or intended to be done under this Ordinance or the rules or regulations, or for any damage caused or likely to be caused by any such thing.

Section 25 : Removal of difficulties.

If any difficulty arises in giving effect to the provisions of this Ordinance, Government in consultation with the Commission may, by order, do anything which appears to it to be necessary for the purpose of removing the difficulty:
Provided that no such order shall be made after the expiration of two years from the coming into force of this Ordinance. 

Appendix B: Structure / Models of selected countries
Australia

Commonwealth Grants Commission (CGC), formed in 1933, manages the system of untied equalization grants from the central government to the State governments in Australia. It is an independent body and reports to the national Parliament through the Minister for Finance. The Commission distributes the federal funds according to the fiscal equalization principles. The distribution of those funds within each State’s local government units is managed by State Grants Commissions (SGC).  Of the seven SGC, six are located in the States’ Ministries of Local Government, and one in the State Treasury.  The CGC works with the State Treasuries and  every five year it reviews the equalization formula. The Commission is independent of political or other influence.  Its recommended distributions are always accepted.   The CGC consists of  no more than 5 Members, appointed by the central government for a period of up to five years. Members appointed for their personal qualities and are generally drawn from academia, retired civil servants and legal background. In general, the State Commissions follow the same methods and procedures as the CGC.

Denmark 
The Scandinavian countries are unitary nations with strongly decentralized local-level administrations.  The distribution of grants in Denmark is managed by the Ministry of Finance. The Minister of Finance chairs an annual meeting of all relevant Ministers, the Chairmen and Directors of the two Local Government Associations, and the mayors of the two largest cities.  These meetings examine the local government economy as a whole and agree on an amount of funds to be transferred.  They also review and discuss the effects of central government legislation on local government activities and finances, and changes needed to central government law to allow local government to operate more effectively. All central government proposed legislation has to pass a ‘local budget safeguard rule’ under which it is negotiated with local government and an agreed position is reached on its impact on local expenditures.  The local government then has to be compensated for any increase in its expenditure by a change in the general grants, funded by the Ministry responsible for the changed legislation.  

Ghana

Central Government grants to District Assemblies (local government) in Ghana are tied and based on agreements between the Central Government and each District Assembly.  The distribution is done through the District Assemblies Common Fund to which not less than five per cent of total central government revenue must be paid.  The Administrator of the Common Fund is nominated by the President. The appointment is made by the President acting ‘in consultation with the Council of State and with the approval of the Parliament’.  The Administrator is required to: a. propose a formula annually for the distribution of the Common Fund for approval by Parliament; b. administer and distribute grant paid into the Common Fund in accordance with the formula approved by Parliament; and c. report in writing to the Minister for Local Government and Rural Development on how allocations made from the Common Fund to the District Assemblies have been utilized by them.

The Administrator holds the office for four years but can be re-appointed.  The Office of Administrator as separate agency reports directly to Parliament, and gets Parliament’s authority for the distribution formula each year.  

India

The concept of a Finance Commission was introduced into India in 1951 but it has not been a continuing Commission.  Each Finance Commission has had different Members, different terms of reference and different research staff.   At present 13th Finance Commission is working. The Finance Commission in India is seen as a key element in intergovernmental financial relations. India’s Finance Commission has constitutional status and is responsible for recommending the impartial distribution of untied funds between the States. Each of the States are supposed to form State level Finance Commission to design ways and means of fiscal transfer to local government at different tiers. 

Nepal 

In accordance with Local Self-Governance Act 1999, a Local Authorities Fiscal Commission (LAFC) was established in Nepal in 2002. The Commission is authorized with the responsibility of conducting studies and research on the powers to be devolved to local bodies in regard to taxation and providing policy recommendations to the government on the allocation of revenue between central government and local bodies and assess the restructuring of taxation and accounting system of local bodies. Other mandates of the Commission includes - design the grants policy and distribution of grant to local bodies; advising the government on issues related to fiscal decentralization; coordinating between government and local bodies on issues related to fiscal decentralization. The composition of the Commission  is : Vice Chairman
, National Planning Commission acts as Convener;  Members includes: Secretary, Ministry of Local Development; Secretary, Ministry of Finance; Three representatives from Association of District Development Committees, Municipalities and Village Development Committees; Representative from Federation of Chamber of Commerce; A Revenue/Accounts Expert. The Joint Secretary, Ministry of Local Development  acts as Member Secretary. The Secretariat of Commission is located at the Ministry of Local Development with few core staff. 

Philippines

The Philippines is a unitary country with four levels of government.  Authority to exercise general supervision of local government rests with the President but is delegated to the Minister of the Interior and Local Government. About 60 per cent of local government funding is provided as unconditional grants from the central government through the Internal Revenue Allotment (IRA).  The distribution of the untied funding is specified in the law, both as to its distribution between the levels of local government and its distribution between units of government at each level.  The distribution of funds is managed through a formula devised by the Ministry of Finance, based on weights for population (50 per cent), area (25 per cent) and a fixed sum (25 per cent).  

Sierra Leone

Distribution of central government grant is the responsibility of the Local Government Finance Committee (LGFC) made up of four persons nominated by the Chairpersons of all local councils (one of whom is Chair of the Committee), and a senior representative of each of the central government Ministries responsible for finance, local government and development, and economic planning as ex-officio members. The LGFC is supported by a secretariat staffed by Ministry of Finance officials. The role of the LGFC is wider than untied funds distribution and includes it recommending to the Minister of Finance on:  a. the total amount and distribution between councils of the tied grant for devolved functions; b. the total amount and distribution between councils of the tied grant for administrative purposes; c. the distribution between councils of the fund made available by the Government of Sierra Leone and other development partners.

South Africa

The Constitution and Section 9 of the Intergovernmental Fiscal Relations Act requires the Finance and Fiscal Commission (FFC) to make recommendations to the government on fiscal policy, the division of national revenue between spheres of government, and the horizontal division of provincial and local government shares of that national revenue.  As such, the FFC may be better described as a research and advisory body than as a grant determining authority. 

After the FFC has given its advice and the size of the transfers from the Central Government have been decided, the national Ministry of Finance manages the formula to ensure each Province receives an equitable share.  Cabinet approves the decision on the formula after consultation with the Budget Council and Budget Forum.  The Department of Local Government manages the formula to make sure each local government receives an equitable share, and works closely with the Ministry of Finance in this task.

Uganda
The Local Government Finance Commission is established under the Constitution and supported by separate legislation.  Its role is ‘to establish an equitable system for allocation of financial resources to local government and promote efficient and effective local revenue mobilization’.  Its responsibilities are to: a. advise the President on all matters concerning the distribution of revenue between the government and local government, and the allocation to each local government of moneys from the Consolidated Fund;  b. in consultation with the National Planning Authority, consider and recommend to the President, the amount to be allocated as equalization and conditional grants, and their allocation to each local government; c. consider and recommend to the President the potential sources of revenue for local government; d. advise the local governments on appropriate tax levels to be levied by local government; e. deal with disputes between local governments over financial matters and tender advice on such matters to the parties involved, the Minister for local Government and the Minister for Finance; f. monitor and evaluate the budget performance of local governments; and perform other such functions as the parliament shall prescribe. The Commission has seven members – three are nominated jointly by the Minister for Local Government and the Minister for Finance, three are nominated by District Councils and one is nominated by urban councils.  The members select a Chair and Deputy Chair from among the group.

China

In the People’s Republic of China, the distribution of untied grants from the central government to lower levels of government is managed by the Ministry of Finance.  All relations with local government are handled by that Ministry as there is no Ministry such as Home Affairs or Local Government.  The work is done under guidelines set by the State Council. The Ministry of Finance develops the distribution formula.  

Italy

Italy has four levels of government and is not a Federation.  The Ministry of Finance is responsible for deciding the distribution of central government funds to the Regions.  The distribution of funds to local government is managed by the Ministry of the Interior.  There has, however, been a Committee of academics and other experts engaged by the Ministry of the Interior, through which the views of those outside the Ministry are obtained.  This is a permanent advisory body that meets as required under the authority of the Minister. In addition, the allocation of untied grants is debated at conferences of the Central Government with regional and local government representatives.  These are formal consultative bodies established under the authority of the Prime Minister and include representatives of all layers of government.  Such meetings are chaired by a representative of the regions or local government, not by a central government representative.  Like Denmark, these committees also review the intergovernmental financial implications of all central government legislation.

Japan

In Japan, central government grant funds about 40 per cent of local government expenditures.  About half that transfer is in the form of untied assistance with strict monitoring of the activities of local government.  Each year, the Ministry of Public Administration and the Ministry of Finance develop a Local Public Finance Plan and, on the basis of that plan, a total level of funding for local government is determined.  The untied grant distribution to each prefecture and municipality is based on a formula laid down in the Local Allocation Tax law and is managed by a Division of the Ministry of Public Administration.  

South Korea

Under South Korean legislation, a fixed share of total central government revenue (25 per cent) is distributed to local government.  The system is managed by the Revenue Sharing Division within the Ministry of Government Administration and Home Affairs (MOGAHA) - the Ministry with responsibilities for promoting local autonomy and supporting local authorities.  In determining the distribution of funds, it operates independently of outside interests. When necessary, however, it does take advice from academics, the Korean Association for Local Finance and the Korean Research Institute for Local Administration.  

� The Governance Coalition includes the representatives drawn from ActionAid Bangladesh, Ain-O-Salish Kendra, Angikar Bangladesh, Bangladesh Union Parisad Forum, CARE Bangladesh, Democracywatch, Gender & Development Alliance, Green Hill, Institute for Environment & Development, JANIPOP, Khan Foundation, Madaripur Legal Aid Association, Manusher Jonno Foundation, Municipal Association of Bangladesh, Nagorik Uddyog, Nari Uddyog Kendra, Population Services & Training Centre, PRIP Trust, RDRS Bangladesh, SAP-Bangladesh, Save The Children-UK, Shushashoner Jonno Procharavijan, VERC and VOICE.





� The UGC has five full time members in addition to the Chairman. There are 10 part time members: i. Secretary, Ministry of Finance; ii. Secretary, Ministry of Education; iii. One Member of Planning Commission; iv. Three Vice Chancellors from different public universities by rotation; v. 3 Deans, from among the universities not represented by a Vice Chancellor. 





� This is an unofficial translation of the proposed Ordinance made by the Consultant.  The original draft Ordinance prepared by the Committee had 16 sections, while the revised version of the draft Ordinance prepared by the Ministry added 9 more new sections making a total of 25 sections. The new draft Ordinance is not officially available.  This Consultant, however, has received a copy from unofficial sources including media. 


� Currently the Minister of Local Development is holding the position of the Chairman of the Commission.





