
            
 

Fiscal decentralisation made effective –  

concepts, challenges and solutions 
3 – 6 December 2018 
Lucerne University of Applied Sciences and Arts, HSLU, Lucerne, Switzerland 

A four-day course offered by SDC’s Network on Democratisation, Decentralisation, and Local 
Governance DDLGN 

Introduction 

Fiscal decentralisation remains one of the critical elements in any decentralized system of governance. 
Decisions on the allocation of responsibilities and resources have far-reaching consequences: they 
define to a large extent what type of public services are being delivered by subnational governments, 
how they are going to finance their expenditures, how collaboration between different state levels can 
be organised effectively and efficiently, what level of equity should or could be established in the face 
of fiscal disparities, and how sustainable national public finances can be. This core course is therefore 
of critical importance for a large number of SDC’s and implementing partners’ current and future 
operational engagements. 

Target audience 

SDC staff from both Cooperation Offices and Headquarters as well as implementing partners who wish 
to increase their knowledge in this topic as part of current or future work assignments. No previous 
knowledge is needed for this course, but participants should be proficient in English to be able to follow 
and take an active part in discussions. 

Learning objectives 

Participants 

 are familiar with the rationales, principles, elements and concepts of fiscal decentralisation; 
 are aware of the challenges and risks of fiscal decentralization and of related reforms; 
 can assess the adequacy of a fiscal decentralisation reform strategy; and are able to propose 

approaches to make fiscal decentralisation and its reform more effective 

Course content 

 Rationale, core elements and theoretical concepts of decentralisation 

 This introduction presents an overview of what decentralisation is about. We consider the 
different types of decentralisation, such as economic, political and fiscal decentralisation, its 
rationales, and the elements of a fiscal decentralisation reform. These elements include the 
allocation of tasks, finances and administrative competences, horizontal and vertical collaboration, 
revenue equalisation and cost compensation. In addition, we touch upon the issue of 
decentralisation risks and risk mitigating strategies. Furthermore, we consider possibilities for 
asymmetric decentralisation and explore ways on how to measure the extent of decentralisation 
and the outcome of a decentralisation reform. 



            
 
 

 Assignment of functions and administrative competences 

We start with an overview of state functions based on the functional classification and make a 
distinction between different types of functions depending on which state level is responsible in 
which way for a specific function. Then, we will discuss important criteria for the allocation of 
functions and administrative competences per function. After this theoretical input, we will 
compare the allocation of important functions in different countries based on presentations from 
the participants. In addition, we will discuss the allocation of specific functions in a methodological 
way and discuss the implications for administrative competences, financing of the function and 
legal implications. Finally, we share experiences with the set-up of reform processes on the 
allocation of functions and administrative competences. 

 Revenue assignment 

 This session provides participants with an overview of the conceptual and theoretical issues 
around revenue assignment. Which taxes should be allocated to central governments and which 
to sub-national ones? We will look at specific taxes and fees typically allocated at the sub-national 
level, like property taxes and market fees, or at the national level, such as VAT and personal income 
taxes. For each of these revenue sources, we will discuss the rationale as well as political economy 
issues regarding their typical allocation and the potential consequences of different allocation 
options. In addition, we will touch upon fiscal transfers, which are usually a key source of revenue 
for sub-national governments. We will discuss the main purposes of the different transfer types, 
the modalities for their dimensioning, allocation and disbursement and the implications of these 
modalities for local and central government. Furthermore, we discuss the main challenges in trying 
to increase the effectiveness of sub-national revenue collection and consider issues of sub-national 
borrowing.  The case studies brought by participants will be integrated and discussed in the session 
on revenue assignment.  

 Decentralisation in practice 

This section builds on and integrates the discussions in the previous sections on the assignment of 
functions and revenue sources to sub-national governments. Fiscal decentralization principles 
have been widely used in designing intergovernmental fiscal systems, but empirical evidence 
suggests that the results too often do not meet needs and expectations in practice.  Are the 
principles somehow lacking, or are they just inadequately applied? This section will argue that both 
factors are often at play.  Basic principles are valuable, but they can be challenging to use, are often 
applied in a fragmented way and do not cover certain critical factors. Even if well applied in 
designing systems, there are often powerful constraints on implementation.  

The necessity for “context specific” reforms is well accepted, and there is usually an attempt to 
assess the form of government (federal vs. unitary), the degree of political will, the level of 
development, public sector capacity, etc. Beyond these important considerations, however, other 
factors, such as national political and bureaucratic structures and relations, local political 
dynamics, and civic capacity, etc., also affect how fiscal decentralization works in practice. 
Development partners cannot control these contextual factors and forces, but they can be more 
aware of them in considering how to provide support to fiscal decentralization. There will be room 
for participants to present their experiences with political economy issues in the context of 
decentralisation reforms and collect feedback. 

 



            
 

 Organization of the decentralisation reform and addressing key reform challenges 

The types of reforms needed to expand or recalibrate intergovernmental and sub-national fiscal 
systems will vary across developing countries, but what needs to be done is often some distance 
from current policies and practices. Pursuing reform too quickly or without careful preparation 
may jeopardise reform initiatives and limit their intended results. Detailed planning is needed to 
document the specific nature of the problem(s) to be addressed, to identify the actors who need 
to be involved and to determine and prioritize corrective reforms.   

No matter how careful the design, implementation can be challenging.  A pragmatic strategy is an 
often-neglected element of decentralization reforms. This section explores how to craft such a 
strategy, considering how to identify workable starting points and think about a reasonable 
sequence of subsequent measures that build on the initial steps. In addition, the reform process 
will depend on appropriately constructed incentives and capacity building to encourage and 
enable all actors involved to take steps that support successful results. Participants may present 
experiences from their country and contribute to the discussion. 

 Fiscal federalism in Switzerland 

After a presentation of the comprehensive decentralisation reform in Switzerland, implemented 
around ten years ago, we will study the allocation of functions and finances, the fiscal equalisation 
mechanisms, and the system of vertical and horizontal collaboration including the periodic 
evaluation of the decentralised system. Field visits will take place at all three state levels, the 
confederation, the cantons and the municipalities.  

 

Preparatory work for participants 

Participants will read introductory texts and prepare a short presentation on specific aspects of fiscal 
decentralisation in their country but also concerning the programmes they support. Further 
information will follow after registration. The workload of these assignments does not exceed two 
working days in total. 
 

Facilitators and resource people 

Paul Smoke, New York University – Wagner, New York City, USA 
Giulia Mascagni, Institute for Development Studies, Brighton, UK 
Roland Fischer, Lucerne University of Applied Sciences and Arts, CH 
Stefan Pfaeffli, Lucerne University for Applied Sciences and Arts, CH 
 

Registration and additional information 

If you are interested to participate in the course, please send the filled-in application form to Christa 
Romagnini (christa.romagnini@eda.admin.ch). Registration deadline is May 15th, 2018. Early 
applications are prioritised. After your application, you will receive a confirmation by e-mail and 
further course-related information.  

  



            
 

Costs 

DDLG is mandating and paying for the course organisation which includes the trainers together with  
field visits, lunches and the official dinner. All other costs including travel, accommodation and non-
official dinners are the responsibility of the participant (hotel approx. CHF 180.- per night; lunch and 
dinner: CHF 27.50 each; train ticket, 2nd class, from Zurich Airport to Lucerne, full price, one way: CHF 
30.-).  

 

Local information, accommodation and travel 

The course venue is Lucerne University of Applied Sciences and Arts in Lucerne, Switzerland. A list of 
convenient hotels will be sent to you after registration. Participants will be responsible for organising 
their own travel and accomodation. 

 

Facilitators and resource people 

 

Paul Smoke 
Paul Smoke, Professor of Public Finance and Planning and Director 
of International Programs at NYU Wagner, teaches courses on public 
finance, development planning, governance and development 
assistance in developing countries. His research and policy interests 
include urban and regional development and the political economy 
of fiscal reform and public sector decentralization. He has worked 
with various international organizations including the World Bank, 
UNDESA, UN Capital Development Fund (UNCDF), USAID, UNRISD, 
the African Development Bank (AfDB), the Asian Development Bank 
(ADB), DFID, the European Commission, SIDA and GIZ. Recent 
efforts include co-coordinating a global study on local government 
finances for United Cities and Local Governments, co-managing an 
initiative on the political economy of decentralization at the World 
Bank, and advising the development of a handbook on democratic 
decentralization practice for USAID.  

  
 

 

 
Giulia Mascagni 
 
Research Fellow at the Institute of Development Studies (IDS) in the 
UK and Research Director of the International Centre for Taxation 
and Development (ICTD).  Her main area of work is taxation, but she 
also has research interest in public finance, evaluation of public 
policy, and aid effectiveness. At IDS she teaches economics, taxation 
and public finance at the postgraduate level and on professional 
short courses.  Giulia has field experience in Ethiopia, Mozambique 
and Rwanda, amongst others. In Ethiopia she worked as Associate 
Economic Affairs Officer at the UN Economic Commission for Africa 
and she was Resident Researcher at the Ethiopian Development 
Research Institute in Addis Ababa. 
 
 

  



            
 
 

 

Roland Fischer 
 
Lecturer at Lucerne University of Applied Sciences and Arts; PhD in 
economics; specialised in international economics, public finance, 
decentralization and fiscal equalization; former member of Swiss 
Parliament. Over 20 years of experience in the private sector, the 
Swiss Federal Finance Administration and in teaching. Country 
experience in Switzerland, Mongolia and Mali. 

  

 

Stefan Pfäffli 
 
Prof at Lucerne University of Applied Sciences and Arts, economist, 
specialised in public finance and public management reform 
including horizontal and vertical collaboration. Over 20 years of 
country experiences on public financial management and fiscal 
decentralisation in Switzerland, Western Balkan countries, 
Mongolia, Bangladesh, Mali. 
 

 


