
Committee of Local Finance for 
 Development 

For a balanced funding of regions 

United Cities and Local Governments (UCLG), a political platform bringing together local repre-
sentatives around the world, promotes decentralization as a form of social organization that fos-
ters and strengthens democracy. Through its activities, the organization helps its members so 
that they are effectively recognized as full-fledged participants by their national governments 
and international organizations. By promoting greater information sharing, and developing tools 
that support regional development, UCLG significantly promotes and contributes to capacity 
building of the extensive network of local participants.  
 
In recent decades, decentralization processes have made great strides in terms of the devolution 
of powers which have improved local governments’ abilities to play a central role as to how to 
face today’s global challenges be they related to food, energy, the environment, economic crisis, 
policies against poverty, or the fulfillment of the Millennium Development Goals.   
 
However, the detailed study1 of local governments' economic structures show that the process of 
decentralization is now facing a number of difficulties such as poorly developed financial sys-
tems, lack of capacity of local governments, and more generally a lack of resources.  
 
Under these conditions, the improvement of living conditions has been slow to materialize and 
while strengthening fiscal decentralization remains essential to making overall decentralization 
credible, it is likely to be perceived as an unrealistic pursuit if the skills transferred to local gov-
ernments do not help improve the quality of life for citizens and if local elected officials do not 
have the financial means to carry out the responsibilities entrusted to them by law. 

1 Second Global Report on Decentralization (GOLDII), United Cities and Local Governments, 2010 
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The Committee of Local Finance for Development (CLFD) 

 
The funding of local governments is a hot topic of UCLG. Established in 2006 and currently chaired by 
the city of Rabat (Morocco), its global mandate is to improve local governments' access to finance.  
 
To meet this objective, the four main sources of funding for local governments need to be improved: 



CLFD’s Means of Intervention 

As an essential tool for the development of UCLG policies, the Committee carries out its activities through 

three key areas: 



Activities for 2012 
 

Having an Executive Secretary since December 2011, the CLFD has been consolidating its position in 
Africa in order to extend its activities to other regional sections of the UCLG by 2013.  
 
 

1. International observatory on local finance : a tool to strengthen advocacy for the financial and 
budgetary autonomy of Local Governments. By meeting both the four sub-objectives of local govern-
ment's access to funding and featuring the means of intervention under a single platform, this project is 
CLFD's flagship project. The feasibility study began in July 2012 and will continue until April 2013 

 
Obtaining accurate and reliable data on the financial situation of local authorities is a prerequisite for 
understanding the strengths and weaknesses of a decentralization system : 

 At the national level: through dialogue with 
their supervisory ministries, local authori-
ties’ associations should have an overview 
of the various local governments' financial 
situations  so as to be able to propose the 
required adjustments or reforms. 

 Local governments need to be able to as-
sess their status vis à vis their counterparts 
by having a set of reference points to better 
guide their financial policies. Moreover, the 
transparency governing such an approach 
is likely to facilitate access to credit for lo-
cal communities. 

 Regional and international comparisons are 
a way to share various experiences and to 
considerably inform the debate. While no 
single model of fiscal decentralization is 
fully transferable from one country to an-
other given their respective individual histo-
ries, cultures, and socio-economic contexts, 
the pooling of various financial systems can 
provide a wealth of alternative perspectives 
while promoting healthy competition among 
partner countries. 

Network Advocacy Partners 

Decentralization  

Public-Private Partnerships 

Land development  

Access to loans  

 
OBSERVATORY  

FOR LOCAL FINANCES 

In continuation of existing initiatives (country profiles, UCLG, GOLD), the Observatory will provide a 
dialogue platform between local and national financial decentralization actors, local finance experts, 
and international institutions. Beyond facilitating more substantive discussions, the tool will help de-
velop capacity building programs that are tailored and coordinated with the appropriate training or-
ganizations and donors. 



 Funding investments in the WAEMU re-
gion: the urgency of upscaling initiatives 
(April 2012) : a high-level workshop bring-
ing together finance, decentralization and 
urban development ministers or their repre-
sentatives, and members of the Local Au-
thorities Council for the eight member coun-
tries and UCLG Africa. The discussions 
helped raise awareness of stakeholders on 
the poor state of local finances in view of the 
enormous urban investment needs in this 
area of economic integration as well as iden-
tified possible solutions to mobilize the re-
quired funding in the medium-term though 
still mindful of the necessary implementa-
tion of long-term planning tools, tax reforms, 
and land development in particular. 

 Deepening democracy in Tunisia (May 
2012): Discussions between members 
of the Constituent Assembly, the Tuni-
sian administration and the National 
Federation of Tunisian Cities  focused on 
participatory, citizen-oriented local democ-
racy. However, cities' access to balanced fi-
nance is one of the essential conditions for 
them to be able to meet the needs of their 
populations, particularly in terms of access 
to basic public services. The speakers high-
lighted the financial autonomy plans, the es-
tablishment of a genuine form of local taxa-
tion, and the capacity building of municipal 
staff as the central points integral to any fu-
ture  reforms. 

Support the implementation of the Afri-
can Development Bank's urban strategy: 
a high level workshop at the «Africities» 
Summit (December 2012): Among the eco-
nomic, social and environmental challenges 
facing African countries, urban issues have 

 The PEFA framework² is a tool to help 
local governments' access borrowing. 
Special session at the «Africities» Sum-
mit (December 2012): Introduced in June 
2005 to assess the performance of Central 
Governments' Public Finance Management, 
the PEFA framework is increasingly being 
used today to assess sub-national entities 
and has the advantage of being able to re-
place a wide number of diagnostic tools 
within a single framework.    
This tool is equipped with operational op-
portunities useful when developing a tai-
lored reform plan seeking to improve the 
financial management of a local government 
in particular, or to develop a national pro-
gram supporting fiscal decentralization in 
any given country.2 

 

 

 

emerged as the major challenge that govern-
ments need to address. 
However, deficits have accumulated in most 
cities in terms of infrastructure, equipment 
and basic services. These challenges signifi-
cantly hamper the productivity of African 
economies. The widening gap between in-
vestments and actual needs have led to a 
deterioration of living conditions for the ma-
jority of citizens in most cities, especially 
sub-Saharan cities. Well aware of these is-
sues, the African Development Bank (AfDB) 
has decided to develop its funding towards 
local communities, as their expertise in ur-
ban investment are now largely devolved. 

The workshop, organized by AfDB in part-
nership with UCLG Africa and CLFD, will cre-
ate ties between the AfDB teams and other 
donors committed on this issue as well as 
Mayors of major cities and UCLG Africa to 
facilitate access to credit for local govern-
ments. 

 

  

2 .  S e m i n a r s  a n d  w o r k s h o p s  t o  d e e p e n  f i s c a l  d e c e n t r a l i z a t i o n  i n v o l v i n g  

m e m b e r s  o f  U C L G ,  t h e i r  s u p e r v i s o r y  a d m i n i s t r a t i o n s ,  f i n a n c e  e x p e r t s ,  

a n d  l o c a l  d o n o r s :  

 



²  Public Expenditures and Financial Accountability 
 

3 Méthodologie PEFA et collectivités infranationales: 
quels enseignements pour l'AFD? n°124, juillet 2012.] 
AFD Research Department  

Using the first experiences of African cit-
ies, the workshop will seek to understand 
how the assessment of local govern-
ments' financial performance helped opti-
mize predictability and revenue mobiliza-
tion while fostering access to loans by re-
assuring potential lenders. The workshop 
will help discuss the strengths and weak-
nesses identified and assess the relevance 
of this approach to construct the capacity 
building programs agreed upon between 
the cities, their supervisory administra-
tions, training institutions and donors. 

 Funding urban investments through 
land development: How does it apply 
for Africa? Special session at the 
“Africities” summit (December 2012) : 
Land development has long played a ma-
jor role in funding urban infrastructure. 
Cities like New York, London, Paris, and 
more recently cities in China, have made it 
a key component of their finance plans. 

The use of various funding techniques 
through land development seem well-suited 
to cities experiencing particularly rapid ur-
ban growth as it generates immediate sub-
stantial revenues, which reduce dependence 
vis-à-vis debt and fiscal risks associated with 
loans. However, this type of funding still en-
tices little interest on the African continent.  

 
The workshop will seek to educate local offi-
cials and their line ministries on the advan-
tage of resorting to these techniques and on 
the legal underlying prerequisites. Its goals 
will also be to promote exchange programs 
between cities and their operators in view of 
facilitating the implementation of these 
methods through pilot projects that could be 
financed by donors. 

3 :  C r e a t i n g  a  n e t w o r k  o f  l o c a l  f i n a n c e  e x p e r t s :  a  p r e r e q u i s i t e  f o r  d e v e l -

o p i n g  a r g u m e n t s  i n  f a v o r  o f  f i s c a l  d e c e n t r a l i z a t i o n  a n d  s t r e n g t h e n i n g  o f  

f i n a n c i a l  m a n a g e m e n t  c a p a c i t y  o f  l o c a l  g o v e r n m e n t s :  

The "FiNet" network4, created in 2007, 
suffered from both a lack of continuous 
facilitation through the Commission on 
Local Finance and Development due to 
the lack of a permanent secretariat be-
tween 2008 and 2011, as well as very 
limited communication opportunities 
with financial officers of local govern-
ments.  
The year 2012 brought the opportunity 
to reconnect with its members, particu-
larly those which would most benefit 
from the organization of the 5 above-
mentioned workshops, as well as 
through a feasibility study to be carried 
out by the observatory for local finances. 
The Africities Summit planned for De-
cember 2012 will provide an opportu-
nity to enhance the network of the local 

government's financial officers.   
While few of them are part of the cities' 
delegations, funding has been provided by 
several donors to finance the arrival of one 
financial officer per African country. By ena-
bling the participants to meet, discuss, and 
potentially organize themselves as a net-
work, their decision-making role will be 
strengthened when helping city officials 
identify issues faced by local governments in 
the areas of financial management, resource 
mobilization, and access to loans among 
other things.  
It is also an opportunity to gather documen-
tation and expertise that the local observa-
tory for local finances will need in its imple-
mentation phase, as well as identifying inno-
vative projects to either capitalize on or dis-
seminate.  
 
 
 



Forecasted Activities for 2013 

 

       Local finance monitoring institution:  
Completion of the feasibility study and initial implementation for 10 to 20 countries; 
A first publication on the state of local finances for members of the International Observatory for 
Local Finances program; 
 

       Workshops: 
Regional seminars with two regional chapters outside UCLGA; 
Conference of the African Development Bank Governors; 
Rabat 2013: UCLG World Congress; 
 

       Network:  
Facilitation of the network will continue through all CLFD activities with the aim of extending it to 
two other continents; 
Implementation of an interactive website to disseminate information, documentation  
and research; 
 

 Follow-up of the first capacity building programs and pilot projects stemming from "Africities"; ex-
panding partnerships with donors;  
 

 

Beyond their involvement in preparing two 
special sessions dedicated to financial per-
formance and land development, several 
working sessions were held on site to better 
define the training and capacity building 
needs.  

 
 

These debates will help structure working 
groups and define capacity building pro-
grams in conjunction with national and inter-
national training institutions of territorial 
managers and interested donors. 

 
 

4 UCLG  Local Finance Network  
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