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Preface

This book is a part of a two volume series on local governance: Local
Public Finance and Economics: An International Perspective as volume 1
and Local Public, Fiscal and Financial Governance: An International
Perspective as volume 2. This series is intended to serve as a comprehensive
guide/reference for policymakers, practitioners, policy analysts and interested researchers, scholars and students in local public governance and
local public finance and economics worldwide. The series would also be of
interest to government officials, policymakers and public policy students
internationally as it provides a comprehensive coverage of issues and presents a synthesis of lessons from worldwide experiences in local economic
and fiscal governance. The series would also serve as useful reference
books for undergraduate and graduate courses in public economics. The
existing literature on local public finance and economics has typically a
country-specific focus, mostly of an industrial country, for example, State
and Local Public Finance by Ronald Fisher, published by Routledge in
2016, has a US focus. Also, the literature does not give special attention
to local public governance issues. This series attempts to fill this void by
providing a state-of-the-art synthesis of the academic literature and supplementing it with lessons of experience from both industrial and developing countries. The series further presents one of the most comprehensive
treatments of local economic and fiscal governance issues. Some of the
newer topics covered include neo-institutional perspectives on the role of
local government, tax instruments for environmental protection, output-
based intergovernmental transfers, fiscal rules and fiscal discipline, combating corruption, measuring, monitoring and evaluating local government
v
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performance, municipal mergers, intermunicipal cooperation and political
economy of local government reform. In view of this, we hope that this
series would be of interest to a wider range of audience in both industrial
and developing countries.
Armidale, NSW, Australia
Peterborough, ON, Canada
Edmonton, AB, Canada
Washington, DC, USA

Brian Dollery
Harry Kitchen
Melville McMillan
Anwar Shah

Acknowledgments

This book represents the knowledge gained from several decades of
research and teaching local public economics to graduate and undergraduate students in Australia, China, Japan and North America. In addition, it
captures the practical experiences of policy-makers and practitioners from
industrial and developing countries gained through policy advice, senior
policymakers and high-level executives’ retreats, conferences, workshops,
seminars and short courses. The authors are grateful to students, practitioners and policymakers around the globe for enriching their knowledge
with the insights gained from these interactions.
The authors are also grateful to their families and the editors of Palgrave
Macmillan for their support and encouragement for completion of
this volume.
Brian Dollery, Armidale, New South Wales, Australia
Harry Kitchen, Peterborough, Ontario, Canada
Melville McMillan, Edmonton, Alberta, Canada
Anwar Shah, Washington, DC, USA

vii

Contents

Part I Introduction and Overview   1
1	Introduction  3
Part II Local Public, Fiscal and Financial Management  15
2	Local Tax Administration 17
3	The Practice of Real Property Taxation in the World 39
4	Municipal Budgeting and Accounting 91
5	Local Fiscal Discipline123
Part III Local Government Integrity and Performance
Accountability 161
6	Local Public Infrastructure and Corruption163
7	Measuring and Monitoring Local Government
Performance201
ix

x

Contents

Part IV Local Government Reform Imperatives 229
8	Structural Reform: Municipal Mergers231
9	Intermunicipal Cooperation257
10	Political Economy of Local Government Reform287
Name Index315
Subject Index319

About the Authors

Brian Dollery is Professor of Economics in the UNE School of Business
and Director of the UNE Centre for Local Government at the University
of New England, Armidale, NSW, Australia. He has previously worked at
Yokohama National University, Rhodes University and the University of
South Africa. Recent books include Perspectives on Australian Local
Government Reform (2015), Funding the Future: Financial Sustainability
and Infrastructure Finance in Australian Local Government (2013),
Councils in Cooperation: Shared Services and Australian Local Government
(2012), Local Government Reform: A Comparative Analysis of Advanced
Anglo-American Countries (2008), The Theory and Practice of Local
Government Reform (2008), Reform and Leadership in the Public Sector
(2007) and Australian Local Government Economics (2006). Over the past
two decades, Brian has closely worked with local government across all
Australian states, largely in the area of municipal mergers, shared services,
financial sustainability and urban water.
Harry Kitchen is a professor emeritus in the Economics Department at
Trent University, Canada. Over the past 20 years, he has completed more
than 100 articles, reports, studies, and books on issues relating to local
government expenditures, finance, structure and governance in Canada.
In addition, he has served as a consultant or advisor for a number of
municipal and provincial governments in Canada and the federal government, and has worked on projects in Russia and China. In 2013, he was
awarded The Queen’s Diamond Jubilee Medal for policy analysis and
research contributions to municipal finance, structure and governance in
xi

xii

ABOUT THE AUTHORS

Canada. In 2017, he was appointed visiting scholar at the Institute of
Municipal Finance and Governance, Munk School of Global Affairs,
University of Toronto.
Melville McMillan is a professor emeritus in the Department of
Economics and a fellow of the Institute of Public Economics at the
University of Alberta, Canada. McMillan’s research and teaching interests
are in public economics, particularly urban and local economics, fiscal federalism, and the demand/supply of public goods and services. He has
published in these areas and has advised governments and organizations
nationally and internationally (e.g., the World Bank). Although “retired”,
McMillan remains actively involved in academic and policy matters.
Anwar Shah is a senior fellow (non-resident) at Brookings Institution,
Washington, DC, USA; advisor/consultant to the World Bank; and
Distinguished Visiting Professor of Economics, Southwestern University
of Finance and Economics, Chengdu/Wenjiang, China. He has previously
served the Government of Canada (Ministry of Finance) and the
Government of Alberta, and served on the UN Intergovernmental Panel
on Climate Change. He has published more than two dozen books in
English, Spanish, Chinese, Vietnamese and Russian and numerous articles
in leading economic journals on governance, public management reforms,
budget reform, federalism, local governance, fiscal reforms and global climate change issues.
With special contribution by:
Ernesto Crivelli is Senior Economist in the European Department at the
IMF, Germany. Previously he worked in the IMF’s Fiscal Affairs
Department, where he provided technical assistance on a wide range of tax
policy issues. Before joining the IMF, he was a senior fellow of the Max
Planck Institute. He has published on tax policy, tax administration, aid,
and fiscal decentralization issues. He received his PhD from the University
of Bonn, Germany.

List of Figures

Fig. 3.1
Fig. 3.2
Fig. 3.3
Fig. 3.4
Fig. 3.5

Fig. 3.6
Fig. 3.7
Fig. 5.1
Fig. 6.1

Property tax effort in relation to GDP. (Source: Almy 2013)
44
Relative importance of local property tax in local taxation.
(Source: Almy 2013)
45
The complaint system in the province of Alberta, Canada.
(Notes: ARB Assessment Review Board, CQB the Court of
Queen’s Bench of Alberta. Source: Alberta 2015)
60
Commercial-residential effective tax rate ratio—US averages,
1998–2014. (Source: Lincoln Institute of Land Policy (2015),
p. 11)65
Ratio of apartment effective property tax rate to other
residential properties effective property tax rates: US large
urban areas, 1998–2014. (Source: Lincoln Institute of Land
Policy (2015), p. 13)
66
Local valuation leads to better tax performance. (Source: Almy
2013)83
Local responsibility for collection results in better revenue
performance. (Source: Almy 2013)
85
Brazil net government debt as share of GDP. (Source: Liu and
Webb (2011). Notes: SNG Subnational Governments, CG
Central Government)
157
Countries with decentralized road maintenance have better
roads (percentage of roads in poor condition). (Source: World
Development Report 1994, p. 75)
189

xiii

xiv

List of Figures

Fig. 7.1
Fig. 7.2

Operating costs for governance and corporate management as a
percentage of total municipal operating costs, 2007 (Median).
(Source: Government of Ontario website)
Operating costs for paved (hard top) roads per lane kilometer,
2007 (Median). (Source: Government of Ontario website)

220
220

List of Tables

Table 3.1
Table 3.2
Table 3.3
Table 3.4
Table 3.5
Table 3.6
Table 3.7
Table 3.8
Table 3.9
Table 3.10
Table 3.11
Table 3.12
Table 3.13
Table 3.14

Relative importance of property taxes in the OECD countries 41
Developing and transition economies: Relative importance
of local property taxes as a percentage of GDP and of local
taxes (LT)
42
Relative importance of local property taxes as a source of
local revenues in non-OECD countries, 2000/2001
43
Real property tax in an international context (percentage in
relation to the indicator)
46
Immovable property tax variants—a world view (number of
countries)48
Real property tax collection and administration—a world view 49
Market-based approaches to property valuation
54
The use of equalized assessments in fairer interjurisdictional
distribution of tax burden
61
Countries having land value taxes or split rate taxes on land
and improvements
64
Comparative urban versus rural average effective property tax
rates in the United States
66
Stylized view of respective roles of the executive and the
legislature in property tax administration
80
Responsibility for property assessment and valuation
82
Local discretion over municipal property tax rates—
worldwide examples
84
Responsibility for billing and collection
85

xv

xvi

List of Tables

Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 5.1
Table 5.2
Table 5.3
Table 5.4
Table 5.5
Table 5.6
Table 5.7
Table 5.8
Table 6.1
Table 6.2
Table 6.3
Table 6.4
Table 6.5
Table 6.6
Table 6.7
Table 6.8
Table 6.9
Table 7.1
Table 7.2
Table 7.3
Table 7.4
Table 7.5

Local borrowing restrictions in selected countries
105
Local borrowing in Canada
106
Municipal funds
113
Comparison of accounting approaches
116
Basic elements of local public expenditure management
126
Moody’s rating criteria for credit worthiness
127
Fiscal risk matrix—local government exposures
128
Early warning systems of fiscal stress
129
Budget balance requirements in selected countries
136
Subnational borrowing controls in selected countries
139
How US states assess local government debt affordability
142
Brazil fiscal responsibility law 2000 at a glance
155
Many facets of corruption in the provision of
infrastructure—decentralized or not
169
Vulnerability to corruption observed in both centralized and
decentralized provision of infrastructure in various sectors
171
Perils of decentralized provision of infrastructure at various
decision points
180
Enhanced vulnerability to corruption introduced by
decentralized provision of infrastructure in various sectors
182
Potential of decentralization in curtailing corruption at
various decision points
186
Promise of decentralization in reducing vulnerability to
corruption observed in provision of infrastructure in various
sectors188
Overall impact of decentralization on curtailing corruption
in infrastructure in developing countries
191
Ensuring integrity of decentralized provision of public
infrastructure: options
193
Ensuring integrity of decentralized provision of public
infrastructure: Options for sectoral reforms in developing
countries195
Tools for results-oriented management—external,
citizen focus
205
Key principles and indicators for assessing local government
performance206
A fair governance framework for rating performance
accountability of local governments
210
Key service delivery performance indicators for local
governments213
Annual list of measures in the Ontario municipal
performance measurement program (MPMP) for selected
services218

List of Tables 

Table 8.1
Table 9.1
Table 9.2
Table 9.3
Table 9.4
Table 10.1

xvii

Average size of local authorities, 2007 and 2017
234
Municipally owned corporations and local authorities
260
Continuum of intermunicipal cooperation
263
Type I and Type II governance in multi-level governance
264
Pecuniary benefits/costs of shifting from separate to shared
production276
Hood’s four perspectives on public administration
292

