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Abstract

Measuring financial decentralization in Africa depends on indicators that can
be considered as major determinants for measuring financial decentralization in
African countries. Accordingly, these determinants can be divided into seven
determinants as follows: First, the indicator of spending decentralization: The
literature on financial decentralization confirms that decentralization of spending
leads to more efficient allocation, and it also helps to create a link between revenue
decisions and spending decisions, and this in turn contributes to improving the
efficiency of local spending. Secondly, the number of local units: the large
number of local units indicates the fragmentation of the public sector. Thirdly,
financial independence: the mobilization of local revenues through self-revenue
collected directly from taxpayers has a significant impact on the efficiency of local
spending. Fourth, preparing budgets in a centralized manner: which creates
unification of local public expenditures and the consequent losses in welfare in the
case of providing public services in a centralized manner. Fifthly, local tax
systems: These systems in Africa suffer from several problems that greatly affect
the efficiency of local spending. Sixth, local borrowing: the extent to which local
units are able to benefit from legislation that guarantees them the right to borrow
locally to finance investment projects. Seventh, the financial transfer systems, as
the percentage of transfers to the total local revenues, in addition to the nature of
these systems themselves, play an important role in influencing the efficiency of
local spending.
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Profiling of Fiscal Equalisation Across Selected African Union Member States, Amcod Working
Paper, 2012, at : www.elroyafrica.com/LinkClick.aspx?fileti.
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