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Abstract
Many of the local governments face the challenge of financing in developing countries. There is a need for the local governments to hasten development at the base level. The local government is however obstructed from facilitating development by several challenges including economic, political, the nature of the environment, governance system, cultural and social challenges. This study uses data from secondary sources to evaluate the challenges facing local government financing in developing countries. The operation of the local governments is majorly affected by higher government activities and inadequate finances. This study further recommends possible solutions to improve the operations of the local government.














Introduction
Local governments play important roles in facilitating basic services to the public. However, these local governments are faced with several challenges in performing their activities. In most of the developing countries, the local governments are facing many challenges due to urbanization and as a result of changes in climate which result in natural disasters. Financial and economic problems have also contributed to the challenges. The increasing difference between the available finances and the needs or the activities of the local government is the basic contributing factor to the functioning of the local government. The increasing difference is due to the increasing growth and population in the urban areas which require high new infrastructure and other services.
Most of the cities in the developing countries are dependent on the central government revenues which are collected from charges for services and taxes from property owners. Most of the revenue sources which finance urban activities are controlled and managed by the central government (Bardhan et al.2000). In cases where the local government can obtain revenue from property taxation, charges for services, and taxes from businesses, the central government may deny them or cause delays due to political fears of support by the urban residents. Revenue collection can also be refused by the local governments themselves due to political fears of resistance by the local taxpayers.
There large inequalities in most of the developing countries in terms of division of responsibilities and the available resources. Most of the central governments do not pay for the financial and political costs of the decentralized responsibilities and roles. Some of the factors which may contribute to equality in carrying out public services include implementing governance practices for responsibility and accountability and ensuring that the provision of public service is more practicable in small towns and cities and peri-urban areas.
Problem
The local governments are mostly seen as the administration of a village, town, or a city or a locality or other areas that are smaller than the state. They are inhabited by residents and raise its revenue from taxes and use its revenue on local services different from the central services. According to the Local Government Reform in 1976, the local government was defined as a government found at the local level and is developed by law to exercise certain powers n in a specific area (Smoke, 2008). The powers give the local government the ability to take control of the local issues and provide finances for the delivery of services.
The local government is the basic unit of public administration which is below the state government. It has the mandate to facilitate a range of services to the community. The local government is legally authorized to perform and deliver these services and also has the power to enforce decisions. In other words, the local government is the breakdown of a country into basic units of administration whereby there are elected representatives who function under the authority of the state. The local government plays a role in coordinating development programs at the local level. Several questions have been raised concerning development at the local level: concerns of poverty, inequality, and unemployment. The three are problems which are facing the local governments in financing for development activities in the developing countries.
Background
Local governments are established to facilitate development in local areas. Local governments use funds provided by both the central and federal government as well as the revenue generated by the local governments to initiate development projects such as good roads, safe and clean water, access to electricity, provision of agricultural facilities, promoting art and craft, promoting small businesses and mobilizing the formation of cooperative organizations and economic groups as a way of improving people’s lives. The local government is a way of decentralizing powers to the local levels to improve service delivery for the people at the local levels.
The people at the local levels do not recognize the essence of the higher governments; also, the higher governments do not recognize the needs and the problems affecting the people from the local areas. Therefore, the local government is used as a bridge to connect the locals and the higher government. Local government facilitates communication between the people and the state government by presenting the needs of the people to the central government. Local governments have recently evolved beyond being an administrative center. It is further viewed as a training ground for political leaders who aspire to be future leaders.
Local governments have not been performing as expected over the years. This inability to perform is caused by high levels of corruption, inadequate funding, inadequate resources, lack of autonomy, lack of technical skills, and poor leadership among others (Turner et al. 1997). The local government is supposed to ensure achievements in democratic issues, protective services, political participation, and infrastructure developments such as improving health facilities and other basic institutions. The efficiency-service delivery model states that the main focal point of the local government is the delivery of basic services to the residents.
The efficiency – service delivery model further states that the local governments were established to deliver services and should be evaluated in terms of success or failure in the provision of services which should meet the standards provided by the state inspectorate. The primary role of the local government is to ensure that the services delivered are efficient. These services include social services such as sanitation, improving on local roads, providing for primary education, and maintaining law and order at the local levels. This implies that the local governments are capable of delivering specific services more efficiently than the state government since they are much closer to the people.
The main functions of the local governments are: making recommendations on planning for the economy to the state commission, collecting charges and giving licenses, building and maintaining roads and public facilities such as parks, solid and liquid waste disposal and management, and vital registration of deaths, marriages, and births (Livack et al. 1998).. For the local governments to ensure the provision of all these services, funding is key. The local governments use these funds for the delivery of services to improve the lives of the residents.
The local governments use tax revenues and other revenues collected from fees for the delivery of services. The major challenge facing local government financing for development in developing countries is the political economy problems. Many of the local governments in the developing countries have witnessed a decrease in their revenues and the demand for services has gone higher leading to budgetary constraints. Income taxes, property, and sales taxes have also declined due to the increased rates of unemployment and a decline in the demand for purchase by the consumers. Local governments have been faced with increased budgetary expenditures due to the depletion of self-funded local unemployment funds. These factors have forced the local governments to raise taxes and reduce expenditures.
Goals and objectives
This study aimed at highlighting the major challenges which are facing the local governments' funding for development agendas and basic services at the local levels. The role of the local government is to ensure that the basic services are delivered to the people. With inadequate funding and other related challenges, it is difficult for the local governments to execute this role. These challenges, therefore, need to be overcome. Therefore, this study further aimed at offering suggestions for the possible strategies to overcome these challenges. The research highlighted the possible ways and tools that can be used by the local governments to address the challenges. The general objective of this study was to examine the financial challenges faced by the local governments in performing development roles as well as suggesting strategies for dealing with the challenges.
Methods: strategic Tactics and Techniques
Leaders from local governments for different developing countries were interviewed. An interview guide was prepared, a brief of the study was sent to the leaders to be interviewed and the countries for the study were selected. The leaders interviewed were selected from four developing countries which represented the other developing countries. These were South Africa, Kenya, Nigeria, and Tanzania. The interview took approximately 60 minutes and they were electronically conducted. A digital voice recorder was used to audio record all the interviews. The consent of the interviewees was sought before recording the interviews. The existing literature of both local and national governments was reviewed.

Results
Different challenges facing the local government funding were identified. These challenges were common to all the developing countries studied and make the local governments perform below expectations. These challenges include:
1. The challenge of equating the local budgets with reduced revenues, increased demand for services, and the costs of non funded federal and state mandates
2. The increasing cost of infrastructure and cost associated challenges
3. Challenges in establishing free government collaborations and agreeing on shared services
4. Pension related problems
5. The problem of equating the upcoming economic opportunities and environment associated risks
6. Lack of self-legislation or autonomy
7. Funding challenges from the federation account
8. Poor leadership and poor staffing in the local governments
9. Lack of skilled workers
10. Corruption in the local governments
11. Administrative inefficiency
12. Lack of delivery of the basic social services and amenities
13. Revenue generation problems
14. Conflicts and interferences between the local government and the state government
Discussion
The challenge of balancing budgetary demands: revenue reductions, increased demand for services, costs of non-funded federal and state mandates
The decrease in local revenue is caused by reductions in income, sales, and tax revenue (Bardhan et al.2000). These have led to strained budgets in the local governments. This has forced the local governments to strain in spending money on delivering services to meet the constituent interests and needs. The local governments can manage these budgetary demands by using several policy tools. Examples of these tools include: implementing joint purchasing policy to increase cost savings, implement the use of technology in tax assessment to make it cost-effective, and expanding the taxing power of the local government to allow it to decide on how much tax will match their budget.
The challenge of meeting the infrastructure demands and its related costs
The decrease in state and local revenues has risked the development of infrastructures such as water, roads, bridges, and waste management. The capability of the local government to maintain local infrastructure can be greatly affected by the decreased local revenues. Examples of policies that can be implemented to address this challenge include: using combined storm water management in the communities, implementing solutions to collect revenues for infrastructure associated costs at the local level, and increasing the maximum amounts of road bonding to avoid damaging the roads.
Challenges in establishing free government collaborations and agreeing on shared services
Discussions have been going to decide on making collaborations and to share services. These voluntary collaborations and shared service agreements have several challenges. The challenges may include finding out the fit in terms of size, demographics, and geographical location, and the financial ability to protect the costs of time-consuming transition (Bardhan, 2002). Strong leadership is necessary to facilitate the collaboration of these services. Policies that can be implemented to address this barrier include: utilizing and expanding legal documents to reduce the challenge of cooperation agreements.   
Pension related problems
The local governments have continued to put effort to meet the obligations for funding of pension. Additionally, the number of pension plans in the local government has led to a lack of portability and inefficiencies. Unskilled managers may take risky and costly policies and start to depend on the funds from the state hence reducing the ability to control costs by the local government. Some recommendations have been made to reform the pension plans. Examples of these include: educating investment officers, deny the underfunded pension plans from raising benefits, and consolidating the administration of pension plans.
Equating economic opportunities with environmental risks
Economic opportunities go hand in hand with some environmental costs and equating them can be a challenge (Smoke, 2008). The rules governing the use of local land have been a challenge for the local government. This challenge should be equated with the benefits of economic development including increased employment opportunities. Policies which can be used to balance the environmental risks and economic opportunities may include: making use of legal services, implementing tax base sharing programs to promote growth and to ensure availability of resources, conducting solid waste collection options while saving on costs, and establishing joint agreement contracts such as the integration of energy purchases.
Lack of self-legislation or autonomy
Autonomy is the freedom to operate or function without control by external bodies or being independent. Most of the local governments are the reverse of this, meaning they are dependent on the state and federal governments. The local governments have been denied autonomy especially the powers of controlling their own resources and getting approval to perform some projects from the state government. Although efforts have been made to make the local government independent, it is still viewed as an organ of the state government. This has made it difficult for the local government to perform its roles due to limited finances as well as resources.


Funding challenges from the federation account
Funding for most of the local governments in the developing countries has remained a challenge. Although the constitution provides that local governments be funded by the federation account, the local government has joint accounts with the state government making it impossible for the local governments to perform their duties as per the constitution. The state governments may hold or fail to release the money to the local governments making the operation of the local government difficult. Most of the local governments may face the challenge of a poor budget or inadequate allocation of funds due to cut-offs by some state governments.
Poor leadership and poor staffing in the local governments
Another challenge affecting the development operations of the local governments is the lack of leaders who are committed and focused. These no committed leaders may end up delaying salaries for workers or even use the money allocated for their own gains rather than developing the local areas. Poor leadership in the local government has been one of the major challenges to development at the local level. Instead of concentrating on development agendas, some of the leaders in the local governments focus on getting donations from the state and donor agencies (Turner et al. 1997). Most of the qualified and professional people never want to work for the local government due to poor working conditions and delayed salaries. This leads to some of the important services be unattended to affecting the development of the local areas.
Lack of skilled workers
Most of the local governments experience the challenge of unskilled workers. Most of the qualified and experienced professionals work in the private sectors or have established their own investments rather than working in the local governments which may waste them. The local governments may lack the funds to pay the professionals. This makes the local governments employ unskilled workers who are cheaply available. This leads to inefficiency in the development agendas. The local governments experience the challenge of having to employ unskilled technicians to perform duties such as tax collection, providing health care services, working in schools, and managing budgets and finances. This may lead to underdevelopment in the local areas.
Corruption in the local governments and administrative inefficiency
Corruption is the major challenge of the local government administration. Corruption in the local governments is demonstrated in financial transactions, corrupted contracts, and the presence of ghost workers. The resources and funds of the local governments are mismanaged as they end up in individual pockets and pay for works that have not been done (Livack et al. 1998). This may lead to little or no funds for development agendas. The efficiency of services in the local government depends on the quality and amount of workers. Lack of qualified staff may result in ineffectiveness inefficiency in the administration.
Lack of delivery of the basic social services and amenities
Most of the local government administrations in the developing countries have failed to provide for the basic needs of the residents. These needs include quality health care, good roads, and transport, safe water, sanitation, the supply of electricity, and quality education. The local governments are also faced with the challenge of being unable to maintain the already available services. Lack of basic needs by the residents can be termed as underdevelopment in the local areas. This challenge may be as a result of one or a combination of other challenges. For example, corruption and inadequate funding may contribute to insufficient or lack of basic services.

Revenue generation problems
The other major problem of most of the local governments in the developing countries is the financial sources. Local governments mostly depended on revenues obtained internally and were not enough to provide for the basic services. This contributed to underdevelopment in the local areas. Currently few or no local governments have enough internal revenues regardless of owning resources that can be used to generate finances. The problem with the local government administration is over depending on the revenues from the federation account. It is hard for governments to operate without federation allocation. The state government takes most of the internal revenues leaving little funds for the local governments.
Conflicts and interferences between the local government and the state government
The local governments are often interfered with by the state government. The local government should be a government on its own performing its roles and duties independently without any interference from external bodies such as the state government (Bardhan et al.2000). However, most of the local governments in the developing countries function under the state government which determines their financial allocations, their structure, among others. The state and the federal governments assume some of their functions and stifle some of the finances made for the local governments. The state governments have acquired more sources for revenue collection such as license fees and from building plans leaving the local government with few sources of tax collection.
Conclusion
The local government has roles that are different from those of the state government. These roles include acting as a center of decentralization, facilitating basic developments, acting as a communication channel between the residents and the state, and offering training to those who aspire to be leaders in the future. For local governments in developing countries to have sustainable developments in the future, they have to make use of the available sources of tax revenues as well as revenues from charges. Sufficient sources of revenue are important to improve the delivery of services and other developments in the local areas. The local governments should also borrow money from capital markets as a way of mobilizing financial resources (Bardhan, 2002). The local governments have been performing below expectations due to financial problems among others. The administration systems of the local governments in the developing countries need to be reformed to operate like the other governments.
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