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1. Purpose of this paper

The Commission is launching a process of further elaboration of its approach to local governance and development. This "Issues paper" identifies some of the key challenges to be addressed and aims at stimulating public debate. It is supported by a "Background document" which develops more in detail some of the references provided in this "Issues paper".

The purpose of this public consultation is to gather orientations and views from relevant stakeholders regarding future EC policy in the field of local governance in all its dimensions. Specific feedback is required on a number on issues which are at the heart of this debate including democratic governance, decentralisation and territorial development and the role for local authorities  as both donors and recipients of ODA.
A public consultation is opened from 21th April 2008 to 16nd June 2008. The outcome of this process will be integrated in a Communication by the Commission, which will contribute to shaping an EU approach to local governance for development. This topic will be the focus of the European Development Days (Strasbourg, November 2008). Details on the consultation are provided in the website. Individuals and organisations concerned by this issue are invited to send their contributions by e-mail to dev-local-gov@ec.europa.eu
2. Background

The complex challenges to reach the MDGs cannot be addressed exclusively from the top. Local authorities themselves through United Cities and Local Governments (UCLG) have reaffirmed the indispensable need for action at the local level in achieving the MDGs. The need for a participatory decision-making process, the demand for adapting development strategies to local needs, the requirement to turn local knowledge to better account, entail considering development from a local perspective. 
Local governance processes are of fundamental importance to make public institutions more effective in meeting citizens’ needs and to create the right conditions to empower civil society and involve it in the management of its own affairs. Capacity development processes at local and grass-roots levels, as well as in-country socio-cultural traditions, specific power relations and political interests, constitute the background against which local governance processes evolve. 

In terms of development outcomes, local governance processes, where public institutions and individuals are in very close relationship, are particularly relevant for service delivery in many sectors and forms, but also for the sustainability and effectiveness of territorial development strategies. Democratic local governance implies responsive and accountable local authorities (as key development stakeholders and focal point for delivery of services) and enables civil society to play its role as partner in development. 
This allows bottom-up efforts to be supported by sound institutional arrangements and policies, thus ensuring a better sustainability of development interventions and a more equitable growth. 
The European Consensus on Development refers, both as part of the EU vision of development and of the European Community Development Policy, to drivers of local development such as governance, decentralisation, civil society and local authorities participation, and to country-led, participatory, decentralised and environmentally sustainable territorial planning and development. A number of Communications,  policy documents and sectoral strategies by the European Commission develop some of these issues in detail. The European Neighbourhood Policy (ENP) refers to these components of local development; enhancing the "local level" will also be part of the Plan of Action 2008-2010 within the Joint Africa-EU Strategy, some key deliverables will be identified within the implementation of this strategy. As regards internal EC policies, the regional, the rural development and the education and culture policies and EC-funded programmes provide experiences of potential interest in the field of development cooperation. 

EU Member States have been involved for a long time in supporting local authorities through their bilateral cooperation. EU Member States have increasingly recognised the importance of working with decentralisation that they consider as integral part of poverty reduction strategies, either through direct support to decentralisation reforms, as part of support to a wider public sector reforms or good governance programmes, or as part of other sector programmes.  In terms of harmonisation and coordination, the programmes that provide comprehensive support to all key aspects of decentralisation reforms (policy, legal, political, fiscal and human resource management aspects) are most often supported jointly by several EU Member States agencies through basket funding or similar arrangements. 
There are important UN initiatives to support local governance and development. The United Nations Capital Development Fund (UNCDF) offers a unique combination of investment capital, capacity building and technical advisory services to promote local development. The UNDP's guidelines, handbooks and toolkits related to Decentralisation, Local governance and urban/rural development have great interest in the view of a better understanding  and harmonisation  between donors.  The Governing Council of UN-HABITAT has passed recently (04/2007) a resolution providing new guidelines aimed at strengthening local authorities around the world. 
OECD/DAC issued in 2004 "lessons learned on donor support to decentralisation and local governance" (http://www.oecd.org/dataoecd/46/60/30395116.pdf). It contains a synthesis of evaluation studies of decentralisation and local governance support programmes, aimed at practitioners dealing with the design, management and evaluation of such programmes. The World Bank advocates for a territorial approach to fighting rural poverty, in its World Development Report (WDR) 2008, and will further strengthen the recognition of "Spatial disparities and development policy" in its WDR 2009
Different initiatives undertaken by donors show the potential of joint work in this area,; in particular from an "aid effectiveness" and "division of labour" perspective. The informal "donors group on decentralisation and local governance" in which 22 donors are represented, is  developing a conceptual framework, shared vision and operational co-ordination mechanisms for supporting national strategies in local governance and decentralisation.
The intended EC Communication will aim at shaping an EU approach and contributing to a more harmonised support to local processes of development. This approach will be built on the existing EU internal and external policy framework and instruments, taking stock of  the long experience of EU engagement at local level.  It will also address innovative ways such as the EU charter on support to local governance; the Clearing House ("bourse") on decentralised cooperation; and local twinning. Interaction with the EU programming process will be enhanced, by drawing lessons from past and ongoing exercises (links with the Governance Incentive Tranche process, involvement of local authorities in Country Strategy Papers preparation in African Caribbean and Pacific (ACP) countries, approaches in other regions that enhance direct cooperation between decentralised actors (public institutions or non-state actors), such as cross border cooperation (CBC) in the ENP or URBAL) and successful development approaches based on local actors in other EC policies (such as "LEADER").
3. LOCAL ACTORS FOR DEVELOMENT 

Local governance is characterised by the involvement of a great number of actors. They represent a wide range of interests. A indicative general schema is provided below. One of the key actors are local authorities. Involving local authorities in the development process, including through dialogue and financial support, is a well established principle of EC development policy, reflected in a number of Commission policy documents and other EU institutions’ conclusions, resolutions and opinions 
.

While they are part of the state structure, local authorities are much closer to the citizen than other public institutions and may offer significant expertise not only in terms of service delivery (education, health, water, transport etc), building democratic institutions and effective administrations, but also as catalysts for change and confidence building between different parties They can provide a long-term, country-wide vision on how to build inclusive societies as actors with the necessary political legitimacy and the capacity to mobilise other local actors.
 Local authorities are both a recipient and provider of development assistance. Development effectiveness is a key driver for future engagement in development at the local level with local authorities.
	Stakeholder
	Role
	They include

	The State (government) 


	Creates the conducive political and legal environment  through:

· Maintaining the rule of law

· Regulating socio economic standards

· And ensuring social safety  nets and citizens protection

· Developing social and physical

      infrastructure 
	· Executive 

· Legislative 

· Judiciary 



	Local government (incl. traditional authorities)
	Provides institutional and admin framework for conducting community affairs

· Political decision & policy making 

· Provision basic services

· Management local dev planning 

· Handling land and land-use issues

· Mediation in resolving conflict
	· Local council

· Committees (standing & other

· Specific issue boards (tender/

       Marketing, Land)

· Traditional leaders

· Local courts

	Private sector 
	Provides the foundation for economic growth and development through:

· Employment generation,

· Production and trade,

· Human resource development

· Service delivery and 

· Upgrading corporate standard
	· Small, Medium, large

      enterprises 

· Trade & Investment

       Assessment

· Chamber of Commerce

· Producers groups 

	Civil Society  

                                 
	Facilitates social and political interaction through:

· Organizing  and educating  communities

· Mobilizing groups

· Fostering culture, etc.

· Supporting solidarity actions & watch dog 

      functions
	· NGO’s, CBO’s. Sectoral 

      Organisations 

· Civic Organizations 

· Academia, Research 

· Religious Groups

· Media 


In this context, local government is in a strategic position between and among the above partners. The importance of building multi-actors partnerships is key to addressing poverty through enhancing governance at local level. In the performance of its functions it will ideally have to comply with the following lines of accountability: Downward accountability of local governments to citizens (core of democratic decentralisation); Horizontal accountability within local government (i.e. the accountability of local civil  servants to locally elected officials) and Upward accountability of local government to central government (which enables upper  tiers of government to verify that local governments are complying with major policy goals and statutory; monitor or track local government expenditure and revenues, etc.)
Professional associations, such as producers' organisations and their networks, are essential for the subsistence and development of small and medium enterprises, including farmers, in a more globalised economy, favouring pro-poor growth.
4. Local Governance for  Development
The principles sustaining local governance are inextricably linked to democratic governance as defined by the relevant EC Communications (2003 and 2006) and Council conclusions
and (complemented by an European Parliament Resolution (PE-326.790) and a Committee of the Regions opinion (383-2006). Governance has become a central theme in the EU development policy debate and is now seen as a key element of both donors' and partner countries' policies and programmes. 
Governance concerns the state's ability to serve the citizens. It refers to the rules, processes, and behaviours by which interests are articulated, resources are managed, and power is exercised in society. The way public functions are carried out, public resources are managed and public regulatory powers are exercised is the major issue to be addressed in this context. In spite of its open and broad character, governance is a meaningful and practical concept relating to the very basic aspects of the functioning of any society and political and social systems. It can be described as a basic measure of stability and performance of a society. As the concepts of human rights, democratisation and democracy, the rule of law, civil society, decentralized power sharing, and sound public administration, gain importance and relevance as a society develops into a more sophisticated political system, governance evolves into good governance. (Communication on Governance and Development, October 2003, COM (03) 615)
Local Governance is about power and authority and how a region, municipality or community manages its affairs. Whether local and decentralised authorities are effective or not – whether they are capable of preventing violent conflict, fulfilling human rights obligations, helping business grow, and delivering essential public services to their citizens – is the single most important factor that determines whether or not successful development takes place.
Local governance is about citizens and institutions, and their relationships with the state at the regional, municipal and community level. Local governance will contribute to poverty reduction and sustainable development depending on how citizens can participate to the choices about the management of collective affairs. This relates to democratic politics.  This involves much more than government bodies, important though they are, and encompasses organisations and institutions from across the public sector, non-state actors (civil society organisations, media).To achieve democratic local governance, decentralised and local institutional structures must be capable, accountable and responsive to the needs and rights of citizens. Local and decentralised governments and institutions must be capable of delivering public goods and services. 
Leaders, governments and public organisations have the ability and authority to insure that delivery. These structures must be accountable. This reflects the ability of citizens at a local level to hold local leaders, local governments and (local) public organisations to account. They must also be legitimate and responsive. This focuses on how local leaders, local governments and public organisations actually behave in responding to the needs and rights of citizens. Local governance is critical to economic growth and inequality reduction that together are the single most powerful way of pulling poor people out of poverty, to the level of revenue for development and to the quality of service delivering to the poor. Improving public institutions capability, accountability and responsiveness and giving voice to civil society at the local level facilitates that poor people benefit from increased resources, reduces corruption and thus contributes to consolidating democratic governance processes at country level.
In the continuity of the EU approach to democratic governance (EC Communication 2006), local governance is a multi-actor, multi-sectoral and multi-level process. 
5. Key issues for discussion

5.1. Local democratic governance

Local democratic governance is a process of inclusive decision making (by local state bodies and relevant stakeholders) on matters of local/municipal/decentralised development and a participatory approach towards the preparation, implementation and management of development plans.
The EC approach to local democratic governance constitutes continuity and a deepening of the democratic governance agenda rather than something new. Democratic politics are therefore about much more than having a vote, and are not determined by a specific institutional setting. Rather, it is characterised by a "social contract", a set of agreed rules within society– the rule of law, accountability, fair representation and effective participation and voice – that enhance social values that recognise, promote and protect human rights and fundamental freedoms.
Like all aspects of governance, democratic values cannot be transplanted to or imposed on a country from outside. What works in one country to improve governance may not work in another. The demand for democratic values must come from within the society, and a wide range of actors and institutions representing public, private and community sector interests. This approach applies at country level, but also at local (municipal and regional) level.
Democratic local governance refers also to democratic politics and responds to a set of basic principles such as Participation, Egality, Transparency, Accountability, Rule of law and Legitimacy. Democratic local governance is a means to strengthen legitimacy of public institution.
There is no efficient local governance without democratic governance at national level. Democratic local governance is closely related to the one of   national democratic governance, with which it interacts. This interaction is broader than management of resources, which tends to focus on implementation and administration functions. Local governance is concerned by the environment in which decisions are taken and implemented and also by interactions amongst the institutions in charge of managing local affairs and all relevant actors at local, regional and national levels in order to ensure coherence at all territorial levels. Local governance covers a wide range of political, institutional, socioeconomic, cultural and technical dimensions. Local governments are central to the promotion of democratic local governance that tend to facilitate dialogue between various local stakeholders. 
Democratic local governance empowered by capability, accountability and responsiveness has impact on and drives all forms of local development.  In particular, it is a process for creating favourable environment to implement decentralisation processes and support territorial development.

For discussion
What key mechanisms could be supported by development cooperation stakeholders for enhancing capability, accountability and responsiveness in local governance from your experience? 
· How can democratic politics improve local governance from your experience? 

· What are the key issues in the systems of local representation and election that support democratic politics and local democratic governance?
· What tools and aid modalities could assist development actors to support democratic local governance from your experience?
· How to encourage the implementation of viable political processes at  local level  (ex : role of civil society)
5.2. Decentralisation 
Decentralisation is a part of democratic governance.  It is a process which involves the transfer of a range of powers (decision making, revenue-raising, etc), responsibilities (service delivery) and resources (financial, human and administrative) from "higher" levels in political systems (central governments) to elected authorities at "lower" level. Decentralisation processes are intended to enhance the role that decentralised authorities play in development.
Decentralisation can be conceptualised in terms of its impact on the capability, accountability and responsiveness of local governance and has impact on and drives all forms of local development.  
Decentralisation is often considered as an integral part of poverty reduction strategies and can thus be part of sector support programmes in key sectors such as education, health, agriculture, water, transport, etc. The decentralisation of sectors is a key issue to coordinate decentralisation processes and sectorial reforms.  However, experience shows that imperfect decentralisation (in particular de-concentrating responsibilities without devolving power and without equipping the lower administrative levels with the needed financial and human resources) can result in gaps in the fulfilment of the State's functions, and eventually in increased spatial disparities. 

In particular, fiscal decentralisation, one of the key issue of decentralisation,  is not only a question of transferring resources to the different levels of local government. It is also about the extent to which local governments are empowered, how much they exercise authority and control over the use and management of devolved financial resources, for the provision of local services for which they are responsible (taking into account the subsidiarity principle); the level of local taxes and revenues (base, rates and collection); and the grant resources with which they finance the delivery of local public services. Successful fiscal decentralisation goes hand in hand with political and administrative decentralisation.
The role of local authorities in the fight against poverty is crucial. On the basis of the “subsidiarity” principle, local authorities are often given the responsibility for managing many “pro-poor” priority sectors including education, primary health care, agricultural extension, water and sanitation services, and local roads and public infrastructure. Responsibilities for reducing income poverty and improving food security are often assigned to the local authorities, because of the proximity of the latter to the target groups which reduces the information and transaction costs associated. 
The political dimension of decentralisation is crucial in particular to seek political coherence between the levels. The promotion of political decentralisation involves: (i) existence of a basic legal framework for decentralisation, (ii) sufficient financial resources to undertake assigned functions, (iii) trained human resources, (iv) mechanisms for political accountability, (v) existence of central and deconcentrated institutional arrangements to steer and implement the decentralisation process. 

Capacity development is part of decentralisation processes especially in developing countries where capacities are often limited in areas such as local leadership, political and governance skills, technical practitioner support, participatory approaches, information for decision-making. Capacity building should be considered as an integral part of the process and not as a stand-alone activity. It should be systematically considered by donors as a continuous, flexible and responsive process, and not a one-off event that is undertaken and "ticked off" as having been achieved to complete a specific project. Capacity building by itself will not create autonomous local governments.
In the last 20 years, decentralisation has gradually gained prominence in development cooperation. It has been promoted in an effort to  improve the delivery of  basic social services (health, education, water) and to increase local participation in the decision making process. There is a real need of improving coordination between donors and partner governments as an essential element for improving aid effectiveness in the field of decentralisation processes.
There is a lot of experience with decentralisation, highlighting the difficulties to carry out well this process; notably three issues: fiscal decentralisation and local revenues; political sensitivity of decentralisation ("loss of power" by the central level); risk of administrative complexity and bureaucracy due to the multiplication of governmental levels and lack of capacity of local governments.

Since decentralisation represents a reallocation of resources in a society, it can be found to serve the interests of certain segments of the society and go against the interests of others. Hence, there is a risk of conflicts of interest  in terms of tensions between classes, layers of governments, ethnic groups, regions and centre and periphery.
For discussion
· How is the capability, accountability and responsiveness of local authorities enhanced through decentralisation processes in your experience?
· Is decentralisation an effective way to address the challenge of reaching the  MDGs and what does the evidence show so far?
· What are the key priorities (and what sequencing between them) to support decentralisation more effectively? 
· How can aid modalities to support decentralisation be improved ? For example is the use of budget support relevant for decentralisation? How  fiscal decentralisation can be a  key for poverty reduction in your experience?

· How to strengthen human and financial capacity of local authorities?
· How to promote a real ownership of  decentralisation programmes? 
· how donors and partner governments can assess potential conflict in supporting
decentralisation?
5.3. Territorial Development 
Territorial development (TD) is an approach aimed at improving regional and national cohesion, by unlocking the specific potential of the different territories of a country, thanks to more efficient and sustainable development strategies. This is due to: i) ownership of local strategies, due to broader participation of public and private stakeholders; ii) subsidiarity, allowing for more locally adapted strategies; and iii) integration of, and hence synergies between, sectoral policies at territorial scale. A territory here is a socio-political area with a shared identity (often with a common natural resource and economic base), possibly but not necessarily coinciding with administrative borders. TD seeks to build on endogenous territorial assets (people, economic activities, natural resources, culture), to identify the territory’s comparative advantages, and a specific development strategy.
To ensure real participation, TD seeks to actively encourage social inclusion and empowerment, building capacity in particular of more marginal local actors. Local authorities have key roles of providing the legal and political enabling environment for TD to be successful, of basic service providers, of stimulating dialogue among local actors, and of engaging in public-private and public-civil society partnerships.. A key feature of TD is its holistic approach, notably integrating sectoral policies at territorial scale, promoting parallel economic and institutional transformation, and strengthening linkages within the territory (notably urban - rural), and outside (with broader markets, institutions). TD complements national and sectoral development policies, which remain essential framework to provide a supportive policy and economic context.

By recognising that competitiveness depends on a territory as a whole, TD takes a strategic approach to economic development. It encourages local authorities to take an active role in coordinating with the private stakeholders to stimulate competitiveness.

A territorial approach to implement natural resources management policies allows taking into account local characteristics of natural resources and existing access rules. Resulting rules can therefore be more environmentally sustainable and socially accepted, helping to reduce the risks of resource-based conflicts.

TD contributes to strengthening democratic governance by empowering all actors in local decision making, hence promoting more equitable power relations. The process of elaboration of a TD strategy, based on dialogue, is as important as its outcome, hence contributing to conflict prevention. Finally, it leads to strategies which reflect the diversity of the territory, favouring the exercise of cultural rights.

Reinforced social cohesion can be an outcome of TD, if it succeeds in strengthening the capacity of local authorities, notably in the delivery of social services. This requires however to overcome the challenges of a balanced decentralisation.
As no single territorial level can promote development on its own, TD must include  multilevel governance that facilitate coherence between policies at different territorial levels. Improving the articulation of the different territorial levels of government (local, regional, national) is essential.
TD seems to be particularly appropriate in countries with overall suitable development policies, but large regional disparities; with strong cultural diversity; or where little can be expected at national level (fragile states). The European Consensus for Development recognises territorial development as one of its priority axis. Lessons from internal EC policies, notably the regional and rural development policies, give the EU valuable experience to engage in this field in development cooperation
.

For discussion

· What are the most important characteristics for a functional institutional framework at territorial level, considering the need to coordinate between different types of actors on a wider landscape scale than the municipality, but also to be fully anchored into existing local and national institutions?
· What issues must be taken into account when assigning mandates to different levels?
· What mechanisms would allow optimising the coordination of sectoral policies at territorial level, and the coordination of national level policies with those of local authorities?

· How can meaningful participation of very diverse stakeholders be ensured to define a shared strategic vision of a territory, and who are the interlocutors in the dialogue with central governments and donors?

· What are the most appropriate instruments for donors to support TD? To what extent and under which conditions can budget support be meaningful?
5.4. Innovative modalities 
Decentralised cooperation has been integrated for a long time in EC support to local development processes. The way in which decentralised cooperation is supported varies from region to region. There is a need for the EC to facilitate interaction and better coordination between decentralised actors in the EU and developing countries, in order to enhance their role in the development process, within the aid effectiveness agenda. A number of innovative ways and approaches are emerging to improve support to local governance for development. They need to be explored and developed, with the view of potentially include them in the evolving approach. These include: 

· Local Institutional Twinning: to promote institution building and people to people partnerships. To promote stronger partnerships, cultural cooperation and exchange on issues of common interest between local authorities in Europe and developing countries.
For discussion
· What is the added value of EU internal  experiences  for developing countries based on  twinning? 
· Is there an added value for the EC to financially support this type of partnerships?
- EU Charter on support to Local Governance: In recent years, there has been a multiplication of actors cooperating in the field of local governance (States, local authorities, civil society organisations, private sector...). Their interventions are often scattered or even contradictory. There is thus a need, expressed both by actors from the South and by European actors, for more coordination, complementarity and coherence. 
In this spirit, France, the incoming presidency of the EU has initiated in close partnership with the EC, a multi-actors process to elaborate a Charter on development cooperation in support to Local Governance.  Such a Charter would be an instrument to strengthen aid harmonisation and effectiveness at the local level, in line with the Communication principles. 

For discussion
· What principles can be followed by donors to improve coherence and efficiency of their interventions at local level ?

· How a charter (code of conduct) could help development actors to improve the coherence and efficiency of their actions?  

· ''Clearing House" ("bourse") on decentralised cooperation.  The Committee of  Regions (CoR) of the EU identified  the lack of coordination and coherence between decentralised cooperation programmes which represent a major challenge to the success of this form of cooperation. The Committee of Regions called on the European Commission to provide technical and financial support and to work with the Committee on the establishment of a decentralised cooperation exchange with a view to facilitating and coordinating more effectively the development of decentralised cooperation activities conducted by EU local and regional authorities and their counterparts in developing countries. 
For discussion
· How can a 'bourse' assist increase the coherence and stimulate the provision of assistance for local governance and development ? 
· What features can be given to this 'bourse' in order to maximize its impact in terms of sustainability ? How can the European Commission articulate its support?
· Do the regions need this kind of instrument in their cooperation with developing countries?
5.5. Aid Effectiveness at the Local Level 
Increasingly, the effectiveness of aid is seen to relate to the degree to which donors harmonise their procedures and align their assistance with the recipient country's priorities and institutional arrangements. Where each donor has proprietary processes and procedures that guide engagement with partner countries, the transaction costs of delivering aid are very high. The movement for donor harmonisation seeks to find ways of streamlining aid delivery and thereby increasing aid effectiveness. Moreover, mapping of donor activities shows that duplication in one hand and gaps in the other hand exist and can led to the creation of "darling" and "orphans" sectors or geographical areas. It is essential to help building the best synergies between the activities and modalities of various actors involved. There is a need to focus further effort in the aid effectiveness debate on how this is achieved and operationalised at local level. This can include a focus on ownership and aid modalities at the local level. 
The Paris Declaration guides donors' and partner governments' efforts towards improving aid effectiveness according to five principles: ownership, alignment, harmonisation, result-based management and mutual accountability. Other guidelines for donors harmonisation are useful : the OECD document  "Lessons Learned on Donor Support to Decentralisation and Local Governance" provides valuable insights on donor practices and recommendations.
Other development actors (civil society, local, regional and decentralised authorities) should also apply those principles and get integrated in a "division of labour" and "scaling up of aid" perspective.

For discussion 

· Are the "five principles" adapted to the local level and to the nature and the role of development actors other than donors, partner governments or international organisations? 
· Division of labour – are regions, municipalities and local and decentralised authorities ready to discuss with donors and partner countries about the type of interventions to undertake, in view of a better complementarity and effectiveness?

· What are the actual possibilities for EU regions and municipalities to increase aid budgets and use different modalities?
· How to implement the Paris Declaration on aid efficiency in the context of supporting decentralisation and local governance?

6. Next steps
This public consultation is particularly important for the EC contribution to the EU strategic approach to local governance and development. 

Next steps :

· Public consultation between 21 April  2008 and 16 June 2008
· Workshop to close the  public consultation mid  June 2008 
· Finalisation of EC Communication in July  2008  

· Discussion in the General Affairs and External Relations Council (November 2008).  

· European Development Days in Strasbourg on 15-17 November 2008.
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