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de Mello, L. and Barenstein, M. (2001). ’Fiscal decentralization and governance: A cross-country analysis’, IMF Working Paper WP/01/71.

(Available at: http://www.imf.org/external/pubs/ft/wp/2001/wp0171.pdf)
Based on cross-country data for up to 78 countries, this paper shows that fiscal decentralization – the assignment of expenditure and revenue mobilization functions to subnational levels of government – is associated with various indicators of governance, such as corruption, rule of law, and government effectiveness.  
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This paper addresses five key questions of subnational tax policy design in an intergovernmental framework:

· What is the fiscal architecture that will frame, and constrain, the subnational tax policy options? 

· What is ‘own-source’ subnational revenue? 
· What is the conceptual framework for assignment of revenues between and among governments, and what are the implications for a practical tax policy
· What are the options for administration of subnational revenues 

· Once the principles and the accompanying normative framework for subnational tax policy are established, what other key policy considerations should one consider for subnational tax policy design?
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This site brings together inter-disciplinary and inter-sectoral knowledge to inform our understanding of decentralization and sub-national development.  The aim of the Decentralization and Subnational Thematic Group is to share information and deepen knowledge among a wide range of practitioners -- macro, sectoral, urban, and rural -- to bring about a more informed, consistent and comprehensive approach to decentralization and subnational development in our country programs. The Thematic Group seeks to share and deepen knowledge on intergovernmental relations, regional development and poverty reduction, and central and local governance to enhance the effectiveness of multi-tiered governments.
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The Decentralization website is maintained by the Public Finance, Decentralization and Poverty Reduction Program of the World Bank Institute. The WBI program has three separate, but increasingly well integrated components: 

· Intergovernmental Fiscal Relations and Local Financial Management

· Public Finance Policies for Poverty Reduction 

· Tax Policy and Tax Administration in Low Income Countries. 

The goals of the WBI program are:

· To promote local government and public policy reforms in developing countries

· To expand capacity of central and subnational governments and key stakeholders for undertaking intergovernmental fiscal and urban management reforms

· To provide support towards sub-national fiscal and political institutional development

· To build capacity and human capital through demand driven client learning

· To support fiscal decentralization reforms.

A good briefing note produced by the WBI on decentralization can also be found at: http://siteresources.worldbank.org/WBI/Resources/wbi37142.pdf
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