MIDDLE EAST TECHNICAL UNIVERSITY
GRADUATE SCHOOL OF SOCIAL SCIENCES

GRADUATE PROGRAM IN
URBAN POLICY PLANNING & LOCAL GOVERNMENTS

URBAN POLICY PLANNING STUDIO STUDIES
ON
LOCAL GOVERNMENT FINANCE
THROUGH
A COMPARATIVE APPROACH

«L OCAL GOVERMENT FINANCE IN THE WORLD”




ACKNOWLEDGMENT

in this volume, the papers prepared in partial fulfillment of requirements of
UPL 512, Urban Policy Planning Studio |, due to Spring Term of 1995, are
reevaluated and gathered in the form of a book, so as to provide comparative
data about Local Finance Mechanisms and Local Fiscal Structures in
several countries. The study has been carried out by Mige AKKAR, Ebru
ALARSLAN, Asli ARAS, Ela BABALIK, Gul HAFIZOGULLARI, Ersan OCAK,
Nalan SEVIM being instructed by Prof. Dr. Melih ERSOY, Emre TEKINBAS

( General Director of Bank of Provinces ) and Res. Asst. Basak AYSAL.

We would like to thank and give our best regards to Mr. Orhan CAKIR ( Mayor
of Mugla, Mr. Cafer DOGAN ( Vice Mayor of Mugla), Mrs. Dilek c0OzCcU
(Secretary of the Mayor), Directors and personnel working in ail units of the
Mugla Municipality, Mr. Teoman UNUSAN ( Ex General Director of Local
Administrations Directorate) and Mr. Abdurranman ACAR ( Director of
Controllers Office in Local Administrations General Directorate) who
supported and encouraged the study from the beginning.



TABLE OF CONTENTS

A.THE

GOVERNMENTS AND THEIR FISCAL STRUCTURE IN BRITAIN

INSTITUTIONALIZATION & ORGANIZATION

OF

LGCAL

A1. THE CONSTITUTIONAL STATUS OF LOCAL GOVERNMENT

A2.STRUCTURALIZATION OF BRITISH LOCAL GOVERNMNET IN A

HISTORICAL PERSPECTIVE

A2.1. The Local Government Evolution In History
A2.2. Local Government Today In Britain

A2.2.1. London

A2.2.2. England Apart From London

A2.2.2.1. Metropolitan Areas

A2.2.2.2. Non-metropolitan Areas

A2.2.3. Wales

A2.2.4. Scotland

A3. LOCAL GOVERNMENT FUNCTIONS

A3.1. The Historical Context
A3.2. The Species Of Local Government Functions

A4.LOCAL GOVERNMENT FINANCE IN BRITAIN

A4 1. Intergovernmental Fiscal Relations Through Central
Economic Policies

A4.2. Fiscal Structure Of Local Governments In Britain
A4.2.1. Expenditures

A4.2.1.1. Capital Expenditures

A4.2.1.2. Current Expenditures

A4.2.2. Income : Financing Expenditures

A4.2.2.1. Financing Capital Expenditures

A4.2.2 1.a. Borrowing Upto A Prescribed Credit Ceiling
A4.2.2 1.b. Using Capital Receipts

A4.2.2.1.c. Capital Grant Programs

A4.2.2.1.d. Current income



A4.2.2.2. Financing Current Expenditures
A4.2.2.2.a. Charges

A4.2.2.2.b. Government Grants
A4.2.2.2.c. National Non-Domestic Rates
A4.2.2.2.d. Local Taxation

A5.LOCAL BUDGET

A5.1. Process In Local Budgeting
A5.2. Local Budget In Figures

A6.LOCAL FINANCE VERSUS CENTRAL LIMITATIONS:FINANCIAL
SOLUTIONS INTRODUCED BY LOCAL GOVERNMENTS

AB.1. Recent Experiences To Overcome
The Fiscal Problems

A6.1.1. Pricing Policies

AB6.1.2. Private Sector Capital Contributions
AB6.1.3. Private Sector Direct Capital
Participation: Joint Partnership

AB6.1.4. Interest Swapping

AB.2. Recent Solution Suggestions To Overcome
The Local Fiscal Problems

A6.2.1. Transferable Rate Entitlements
AB.2.2. Charging And Taxing With Linkage
AB.3. Evaluation Of The Recent Experiences

B. FISCAL FEDERALISM IN THE UNITED STATES OF AMERICA

B1.SYSTEM OF GOVERNANCE AND FISCAL SETUP

B1.1 Federalism And Intergovernmental Relations
B1.2 Fiscal Federalism

B2. HISTORICAL EVOLUTION OF THE FISCAL POLICIES AND
PROGRAMS

B2.1 Pre-Nixon Era

B2.2 The Era From Nixon To Reagan



B2.3 Late 1980s And The Clinton Era
B2.4 Forecasts

B3. THE FISCAL INSTRUMENTS OF THE STATES AND THE LOCAL
GOVERNMENTS

B3.1 Local Own-Source Revenues
B3.1.1 User Charges

B3.1.2. Local Taxes

B3.1.2.a Local Income Taxes
B3.1.2.b Sales Tax

B3.1.2.c Local Property Taxes
B3.1.3 State And Regional Differences
B3.2 Federal Grants

B3.2.a Categorical Grants

B3.2.b Block Grants

B3.2.c Project Grants

B3.2.d General Revenue Sharing

B4. SAMPLE CASES OF IMPLEMENTATION

B4.1 City of Syracuse - The “Dependent” City
B4.2 Fly Paper Effect

B4.3 California Proposition

B4.4 Miscellaneous Managerial Examples

C. LOCAL AUTHORITY FINANCE & LOCAL AUTHORITY MODEL IN THE
WORLD

C1. INTRODUCTION

C2. THEORETICAL FRAME OF LOCAL GOVERNMENTS
C2.1 Why Did Local Authorities Gain Importance?

C2.2 Optimum Scale For The Local Government

C2.3 Financial SourceS Cf The Local Governments
a)"Pollution Tax" As A New Source Of The Municipal Finance




b)Mediator Institutions in Local Authority Finance
-Belgium

-Denmark

-Colombia

-France

-United Kingdom

c¢) Evaluation

C3. THE LOCAL AUTHORITY MODELS IN THE WORLD

C3.1European Countries' Models
a)Hungary
b)Sweden
c)Spain
C3.2 Asian Countries' Models
a)China
b)India
c)Indonesia
d)The Republic of Korea
3.3 African Countries' Models
a)Egypt
b)Zimbabwe
C3.4 American Countries’ Models
a)Brazil
b)Argentina

C4. CONCLUSION

D. FINANCIAL STRUCTURE OF LOCAL GOVERNMENTS IN FRANCE &
GERMANY

D1. FINANCIAL STRUCTURE OF LOCAL GOVERNMENT IN FRANCE

D1.1 Local Government In The General Political Setting In France
D1.2 The Legal Status Of The Local Government In France

D1.3 The Structure Of Local Government In France

D1.3.1 Communes

D1.3.2 Departments



D1.3.3 Regions

D1.4 Financial Structure Of The Local Governmenis In France
D1.4.1 Local Tax System

D1.4.2 Local Government Borrowing

D1.4.3 Central Government Grants

D1.4.4 Conclusive Remarks

D2. FINANCIAL STRUCTURE OF LOCAL GOVERNMENT IN
GERMANY

D2.1 General Political Structure Of Germany

D2.2 The Legal Status Of Local Governments in Germany

D2.3 The Structure Of Local Governments In Germany

D2.4 Financial Structures Of The Local Governments In Germany
D2.4.1 Taxes

D2.4.2 Intergovernmental Grants

E. URBAN PUBLIC FINANCE IN DEVELOPING COUNTRIES

E1. THE EXPENDITURE AND REVENUE STRUCTURE OF
URBAN GOVERNMENTS IN DEVELOPING COUNTRIES

E1.1 Expenditure Structures
E1.2 Revenue Structures
E1.2.1 Locally Raised Taxes
E1.2.2 External Financing

E2.LOCAL GOVERNMENT TAXES

E2.1 Property Tax System

E2.1.1 Types Of Property Taxation

E2.1.1.1 Annual Value System

E2.1.1.2 Capital Value System

E2.1.1.3 Site Value Taxation

E2.1.2 Optimal Property Tax Structure

E2.1.3 Property Tax Administration

E2.1.4 Generalization About Property Tax Policy
E2.2 Automotive Taxation

Vi




E2.3 Other Local Taxes
E2.4 User Fees And Development Charges

E3. INTERGOVERNMENTAL TRANSFERS

E3.1 A Typology Of Grant Programs
E3.1.1 The Pure Shared Taxes

E3.1.2 Formula Grants

E3.1.3 Grants To Reimbursement Costs
E3.1.4 Ad Hoc Grants

E3.1.5 Capital Grants And Loans

E4.THE SCOPE AND PROSPECTS FOR REFORM
F.BIBLIOGRAPHY
G. APPENDIX
APPENDIX 1: Finance of Local Authority Net Expenditures Between
1975-1993

APPENDIX 2: Structure of Local Tax Revenues in France
APPENDIX 3: Structure of Intergovernmental Transfers in Germany

Vi




