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Preface

The Devolved Service Ddivery Study (DSD) was conceived and planned by a Steering Committee made
up of representaives of the Government of Pakistan Finance and Planning Depatments, the Nationd
Reconstruction Bureau (NRB) and three bilaterd and internationd lending agendies: the World Bank, the
Asian Devd opment Bank (ADB), and the U.K. Depatment for Internationd Devdopment (DfID).
Additiond financid support was provided by the Canadian Internationd Devdopment Agency (CIDA).

Thisisthe second in athree-volume report.

Devolution in Pakistan: An Assessment and Recommendations for Action reviews the current state of
devolution, noting both dangers and opportunities, and sets out a possitle strategy and some practica
actions to meat the key god s of devolution.

Devolution in Pakistan: Annex 1—Recent History has two parts. It setsout thedetaled history of the
initiative, andthe politica, fiscd, and administrative changes that have been made to date. It then provides
adetailed assessment of the impact of these institutiona changes on the key actors, paticulaly the
nazimeen and senior staff of the districts and theTMAs

Devolution in Pakistan: Annex 2—Technical Consideratiors provides a more in-depth review of a series of
contentious topics tha contribute to theintensity of the debates on devolution. It examines the following:

e Options for reducing the throw-forward of ongoing ADP schemes in devolution

e Devdopments and limitaionsin monitoring data

e Provincid-locd fiscd transfers including areview of the weightings used in PFC formulae

e Anexamination of theverticd fiscd imbdances, and the implicationsfrom a possible changein
the NFC award
Reforming access to justice under devolution
Key considerations in administrative decentrdization

The study isthe product of an
agreement between the World Tablel: Districts and TMAs Studied

Bank, ADB and DfID, in response

to arequest from the Government ~ |-Province District TMA _
of Pakistan tha the @G”ICIGS Bal ochistan KillaSaifullah slll??%MLah
review progress toward improving Sndn Karach L;;.' =
sarvice ddivery through C -

N ulshan-e-lgbd
decentrdization. T he government Kharpur Kharpur
has emphasized tha it islooking Kot Diji
for feesible, practica NWFP Bannu Town |
recommendations that add vaue Town I
to adevolution process that iswel [ Punjab Bahawd pur Bahawd pur City
advanced. It requested arange of Y azmen
robust technicd andyses that Fai sd abad Faisd abad City
provide a summary of the Jranwalla

emerging lessons and implications for both policy and operationd practices. Thegovernment made the
point strongly that this shoud not be an assessment of larger legd or politicd arangements, rather tha the
focus of the revi ew must be on pragmatic actions for service ddivery improvements at district and tehsil
level, based on ressonable assumptions about the likely preconditions for service ddivery.

T he authors have dravn comprehensivey on the following datain the preparation of this report:

Extensive published outputs fromthe NRB and arange of informd outputs indluding presentations and
conference notes.




District Sudies—new, largdy quditative, data gathered from six districts (and a selection of tehsils within
them) on ther experiences to date gathered through the use of a series of sector-speci fi ¢ templates
systematicdly reviewing experi ence to date with sectord concerns including public expenditure, civil
savice, politics, water and sanitation, hedth, educeation, and access to judice issues (see Table 1). The
districts identified by government for this study were Faisd abad and Bhawd pur (Punjab); Karachi and
Khairpur (Sindh); Bannu (NWFP); and KillaSaifullah (Bd ochistan).

Fiddwork was conducted between June and August 2003 by a seven-member team in these six digricts.
Detalled sodcioeconomic datafor the districts are avalable in a separate working paper (Qadir: 2003). The
team induded Shehryar Sarwar, Sgjid Siddique, Ali Murtaza, Syed ata ur Rehman, Masroor Ahmad, Nasir
Jamy, Rehana Hashmi, Farecha Zafar, Mohammed Saboor and Sarwar Bari.

The quditative data from this fiddwork are cited in this report as“ ADB/DfiD/WB DSD Daaset 1.”

Intergovernmental Flows of Funds—a modd of fiscd flows underpinned by a comprehensive database of
revenue and expenditure for district governments and tehsils. The modd dlows:

e Someandysis of the overdl fiscd architecture and in particular the combined effect of the Provincid
and Nationd Finance Commission Awards under dternative scenarios illustrating the impact of
revenue reassignments or of any changes in funding assumptions;

e An assessment of theimpact of any “ lumpiness” in revenue, assessing the cash flow problems that the
provinces are fl agging as the mgor reason for their slow movement toward the devol ution of civil
sarvice pay; and

e A comparison to be drawn between the intended and the actud behavior of provinces in transferring
funds, assessing how predictably districts received their anticipated funds.

Fiddwork and andysis was conducted between June 2003 and January 2004 by Abdul Waid Usmani,
Mirzalrfan Beg and Aded Sattar.

Thefiscd data from this fiddwork are cited in thisreport as“ ADB/DfID/WB DSD Dataset 2.” Background
to the dataset and the methodol ogy used to construct it are provided in the gppendixes to the first volume
(An Assessment and Recommendations for Action).
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1. The Badk ground to Devolution

WHY DEVOLUTION?

Ontaking power in 1999, the Musharrd government announced afar-reaching reform agenda for
“recondructing the ingtituions of the sta e’ through the establishment of a democratically elected
system of local government. T he government emphasizedtha the new system was designed to
ensure citizen involvement in planning services and to provide mechanismsfor citizen oversight
of implementaion.

Pakigan' s devolution built on a Supreme Court decision tha sought to enforcethe congitutional
principle, disregarded by previous governments, of the separaion of the execuivefrom the
judiciary, and on Article 37(i) tha required government to decantralize itsoperaionsto bring
them closer to thepublic.! In practice, however, the gart of the lates devolution processis most
often linked to the March 2000 release of a National Recondrudion Bureau (NRB) discusson
pape that called for a sries of bold structural changesto be implemented by 14 August 2001, a
deadline that was met. The changes included the abolition of the existing three levelsof
deconcentrated provincial administration (divisions, digtricts and tehsils) andthecreaion of a
new tier of local govemments comprising distriats (called city districcsin the four provincial
capitals), tehsils (city townsinthe four city distriads) and union adminidrations, andthe
replacement of theexiging municipal bodies by thesenew local governments. These
arrangements gpply to all provinces, but not tothe Cantonment (military) areas of towns and
cities, or the Federally Adminigered Tribal Areas, or Jammu and Kashmir. To datethe
arrangementshave not been implemented intheldamabad Capital T erritory. The proposals were
given shgpe inthe August 2000 Local Government Plan (Naional Recongruaion Bureau: 2000).

Though not s& out in eny single document, the objectivesof Pakistan’ s devolution program can
be discerned from various NRB publications (Box 1), the PRSP (Box 2), the Local Government
Ordinances and many of the 297 other ordinancespromulgated overthethreeyears of the
military government.? Devolution’ soverarching political objective was to reform the political
drudures and in thisreged, current policy had much in common with previous* devolutions’—
notably of Ayub Khan and Ziaul Hag. It had threeaims: to introduce new blood into apolitical
system consdered to bethedomain of historically entrenched interests; to provide positive
measures for marginalized citizens—women, workers, peasants—to have access to politics; and
to introduce a measure of dahility into aturbulent political scene by creating a stronger line of
accountability between new politicians and alocal elecorae.

Underpinningthe overall political drategy wereother, technical objectivesThemog prominent
being the promiseto improve service delivery, social servicesin particular. It was argued tha
local governments, appropriaely empowered, staffed and resourced, would deliver better on
primary health, education and municipal services likewater and sanitaion. A second service-
delivery objective was to improvethe way in which laws about propety and labor rights, and
economic adivities, were deermined and enforced. Accordingly, local governments were given

1 TheCongitution of Pakistan enforced on 14th August 1973 mendates by Art. 1753) that“ thejudiciary shdl be
separaed progressvdy fromthe executive withinthree years fromthe commencing day.” Govt. of Sindh v.
Sharaf Faridi. PLD1994 SC.105. Artide 37(i), notes tha: “ The sateshd| decentrdise govemment administraion
so as to facilitate expeditious disposd of itsbusiness to meet the conveni ence and requi rements of the public.”

In addition to thePolice Order 2002, ordinances conceming freedomof informetion, and laws regarding family
and smal| causes coutts, habeas corpus, seaurity, anti corrupti on, i ndependent proseaution sewvices areall,
arguably, part of the" deva ution commitment” of the Musharraf govemment.



responsihilitiesto regulate and adminiger laws on land, labor, natural reoources, NGOs and
commercia eterprises. Thethird and perhaps digindivefeaure of P&kidan' s devolution wasthe
ambition to facilitaeaccessto jugice. The belief was that the performance of local
administrations, courts and police would all improve,tha basic human rights would be better
recognized and proteced under devolution.

Box 1: A Viewfrom the National Reconstruction Bureau

“Theobjectives of changing the system of governance...

e Restructure the bureaucraic set up and decentrdize the administrative authority tothe district level and

bel ow.

Refocus administrative systems to dlow public participationin decision-making.

Facilitate monitoring of government functionaries by the monitoring committees of the locd coundils.

Rationdize administrative structures for improving effi ciency.

Introduce performance incentive systems to reward efficient offici ds.

Ensure functioning of the rd a ed offices in an integrated manner to achieve synergistic effect and

improve sarvice ddivery.

e Eliminate ddays in decision-making and disposd of business through enhanced administrative and
financid authority of district and tehsil levd officers.

e Improve administrative and financdid management practices in the district and management controls
over operdiond units.

o Redress grievances of people against mdadministretion through the offi ce of zila mohtasib (didrict
ombudsman). T he government functionaries will dso be digilde tolodge complants against the
unlawful and motivated orders of the dected officids.

e Enable the proactive d ements of society to participate in community work and deve opment rel ated
adtivities.”

Source: (Naiond Reconstrudion Bureau: 2001a).

The ideatha good governanceis linked with poverty reduction runsthrough thetechnical and
political objectives of devolution. The many recent povety assessments have highlightedthe
vulnerability of the poor to predatory and dysfunctional government service-delivery agencies
responsible for education, health, landregistraion andtaxaion, policing and the courts
(“Paticipaory Poverty Assessment”: 2003; Asian Development Bank: 2002; CIET : 2003;
World Bank: 2002). Thevulnerability semsfrom government agencies failureto provide
adequat e access to justice redress for administraive grievances, accessto basic information
about entitlements and acocountability, or inclusion in public policy and decision-making.

Box 2: PRSP and Devolution

The PRSP process rests on theprinciple that improved governanceis essentid for economic growth and
poverty dleviaion and holds that* addressing this governance component of the poverty reduction strategy
requires amgor transformation of governance structures and systems, as well as of politicd and
organizationd culture, especidly a theloca levd.” The government’ s drategy for institutiona renewd is
a bottom-up goproach to restructuring, which consisted of devolution of power, decentrdization of
administrative authority, deconcentration of management functions, diffusion of the power-authority nexus
and distribution of resources to the district leve.

“ Improved access to justice is an absolutdy necessary complement to devolution that is directly linked to
poverty reduction. An important factor for grass roots support for devolution is precisdy the restoration of
the confidence of citizens in the police and courts. T he government recognizes that judicid, legd and
Police reforms are essentid to establish rule of law and enforcement of contracts that will gimulate
economi ¢ growth and encour age privae investment—both locd and foreign. T he basic problems of judicid




administration in Pakistan rd ae to case management and dday reduction, automation of courts, human
resources and its deve opment, infrastructure inadequacy, and redressa of smal causes.”

The PRSP dso emphasizes the need for community empowerment through the further devd opment of
Citizen Community Boards, Village and Neighborhood Councils and the promotion of the devolution
movement. It cals for“ full implementation” of devolution by undertaking direct dections of zila and tehsil
nazimeen, given the greater legitimacy and account ability conferred by direct dections; by federd-to-
provincid devolution to strengthen provincid autonomy; and by federd -to-provincid restructuring. It aso
states that success is contingent on further fisca and administretive decentrdization and that
implementation of these reforms in an integrated and holistic manner, isthe crucd ingredient for more
effective governance.

Sour ce: (Govemment of Paki san: 2003).

When the agenda was first announced, kepticspointed out tha devolution had been tried before
was di scredited and then abandoned. Higtorically, local government sydemsin Pakidan have
been promoted—by incoming military regimes as away of reaching overtheheads of exiging
political elitesto consolidatetheir power by gopeding directly to apopulacetypically disaffected
by ineffectivecivilian government.

The" Basc Demoaacies’ sydem, introduced following General Ayub Khan’scoup in 1958,
created 80,000 basic democras,” or union councilors. T hese local leaders congtituedthe
Electoral College for presidential elecionsand for electionstothenaional and provincial
legidatures crea ed under the congtitution promulgated by Ayubin 1962. Although the military
government of General Y ehya abandoned this sygem, it was revived again under General Zia-ul-
Hag (1977-88), who inaeasedthe powers of the elected members of local councils as compared
totheBasc Democracy sygdem. Theredter, during the governmentsof Benazir Bhutto and
Nawaz Sharif, sporadic attemptsto re-empower local governmentsoccurred, the mog noteworthy
being the* distrid governors’ to be elected under the® New Social Contradt” of the second
Benazir government (1993-96) 2 By and large, however, efortstoingituteforms of local
democracy were log in the backwash of political centralization prompted by arange of fadors:
the seriesof military conflias, (with India, with theforme Eag Pa&istan, peripheally inthe
Soviet-Afghan confliad and the GuIf wars); the increasing de facto power of the executive over
the legidature; the persstence of conflias unresolved since Patition between the center andthe
provinces, andthelegacy of the 1970sphilosophy of daeled development. Not surprisingly, ina
political sydem glued togethe by paronage, naional and provincial leadershavetendedto view
local governments aspatentially destahilizing interlopers.

Whilethe la eg reforms arethe mog comprehensive 0 far, they have ye to produce any shift of
regponshility from the federal to the provincial governments. T heinitial atempt wasto bring
about changestha would not require any congituional anendment, which devolving any
functionto the local governmentsfrom the Federal LegidativeLid (or eventhe Concurrent List)
would haverequired. Moreover, devolution from the provinceto the digtrict has also been
accompanied by amendmentsto the 1973 Congtitutionthat arepolitically centralizing, in tha they
give thehead of saethepower to dissolvethe Naional Assembly andprovincial governorsthe
authority to dismiss provincial legidatures.

This* stop-go” nature of political decentralization has also been accompanied by asteady trend of
increased fiscal centralization. This drift ismost evident in the distance between the 1956

3 Accourts of previous* devol utions” arefoundin (Tinker: 1954), for the prd ndependence period, and (Feldmen:

1965, 2001).




Congtitution, which envisaged a decentralized federaion with significant provincial public
spending responsibilities and revenue raising powers, and theprevailing highly centralized
revenue responsbilitiesof the federal government. T he 1956 Constitution gavethefederal
government theduty to exercise itstax and spending powers to ensure a base of comparable
services acrossthe naion through asystem of fiscal transfersto provincial governments, and
mog crucially, gavethe lower levels of government sufficient revenueto dischargetheir
sgnificant functional responghilities (Shah andothers: 1996). The 1973 Conditution took a
sggnificant step in ceantralizing revenue responshbilities by bringingthe salestax under federal
control.* At present, thereis a significant mismatch between expenditure responsibility and
revenue generaion capacity of the lower tiersof government, with the provincesin aggregate
depending on federal transfers for over 78 percent of their revenues.”

WHAT DOES DEVOLUTION DOTOTHE LOCAL STATE?

Two feaures of Pakigan's congtitutional arrangementshave proven mog challenging and
contentious since Partition—the assgnman of functions and powers between thefederaion and
provinces, andthe separaion of powers (in paticular, thejudicial from legidative and executive
powers). The current devolution experience isye another atempt to deal withthese vexed issues.

The reassgnment of functions, powers and resources & provinceand local levels has already
been significant. Prior to August 14, 2001, when the Local Government Ordinances (L GOs) were
promulgated, thefour provinces were divided into threeadminidrative levels, resultingin a
naional array of 26 divisons, 105 digtrics and 354 tehsls. Other local government bodies
exigedmainly in urbanized areas and, in decreasing order of size, there weretwo metropolitan
municipal corporaions (Lahore and Karachi), 12 municipal corporaions, 144 municipal
committees and 303towns committees. Theare were and sill are 41 uneleded cantonment boards.
Inrural areas, didria (zla) councils were responsible for local services. The distrids and
divisonswere digind legal atities (creaed by the Provinces asenvisaged by the 1973
Congtitution), but unlikethe Provincesthey lacked conditutional daus.

After devolution, Pa&kidan remains, congitutionally, atwo-tier federal Sate. However, thereare
now 6,458 new local governments for the population of 146 million: 97 digrictsand 4 city
digricts; 306 tehsl municipal adminidraions and 29 city towns, and 6,022 union
administraions® Political reformshave included the election of 126,462 new union councilors,
and intricaearrangementsfor boththeinternal and external recall of thenazimeen in local
government.

The LGO (14 August 2001) andthePolice Order, (14 August 2002), provide for an
unprecedented range of bodiesto encourage and accord a mandatory gausto citizen engagement
in local governance. Mod noteworthy are Citizen Community Boards (CCBs), but these are
complemented by local arrangementsfor alternae dispue reolution, monitoring of court
conduct, promating justice accountability of the police and adminigrative grievanceredressal.
Adminigrativereformsinclude the creation of district governments divided into 11 departments,

4 Sincepartition, Pakisan has had four federal constitutions theinterimcongtitution of 1947 based onthe
Government of IndiaAct of 1935, the Congitution of 1956 devised by the Congituent Assembly, the Constitution
of 1962imposal by themlitary, and the 1973 Constitution drafted after the secesd on of East Pakigan
(Bangladesh).

5 Calcuatad fromADB/DfID/WB DD Daase 1. Seethethird volume (Annex 2—Technical Considerations) for a

nmore detailed andysis of current fiscal vertical imbal ances.

For simplicity, unless more precisionis neaded, this report usesthe general termdistrict to refer to districts and

city districts, andtehsil to refer to Tehsil/ Talukha Municipal Admi nigrations and city towns.



and the Digria Coordinaion Officer (DCO) egablished as the highest-ranking civil servant in
the digrid. The office of deputy commissioner has been abolished and its powers divided among
the digrid and sessons judge, disrict nazm, the Didria Police Officer (DPO) andthe DCO.
Loca governments have been given the powersto raise some additional revenues and Provincial
Finance Commissons (PFCs) have been edablished to make awards for distribution of resources
between the province and local governments aswell as distribution among local governments.”

Didrict governments have been given funcional responsibility for delivering elematary and
secondary education, primary and secondary health, agriculture, and intra-district roads. T owns
and tehdls have been assgned municipal serviceresponsihilities—including local roads and
sreds, waer supply sysemsand sewers and sanitaion. Although union adminigtrations have not
been assigned any major service-delivery responshilities, they areresponsible for small-scale
development projedsthat initially have been funded from the Didrid Government allocaions
under KPP.

Inthe context of the separation of powers, under the pre-devoluion sygem, the office of the
deputy commissiona wasthe local face of thegovernment, having all administrative powersto
implement official policy. T he creation of the office of the Digriat Coordinaion Officer has also
entailed the abolition of the office of the distrid magistrate and the cadre of executive magistrates
under him. With devoluion, all judicial powers of the executive magistracy arenow veded inthe
judiciary; each civil judge now also adsas a judicial magistrate, whilethe Distrid and Session
Judge exercises the powers of theerdwhile disgrid magistrae. Asaresult, civil judges now
exercise aiminal andregulatory jurisdiction underthe Criminal Procedure Code and local laws
and as a resault, theregulatory implementaion of laws through administraivefineshas assumed
the status, form and sequence of criminal trials. T his shift has weakenedthe power of district
adminigtraorswho must bring every allegation of illegality beforetheordinary courts (tha is,
judicial magistrateg andprovetheir case againd theaccused in a court tha is no longer presided
over by oneof their own. More profoundly, vestingthe distrid magistra€ s former powersin the
Digrict and Session Judge has fundamentally changedtherelaionship between the district
executive and the police (seethethird volume Annex 2—Technical Considerations, for amore
detailed discussion of the Accessto Jugtice rforms). Inthepad, whilethe police werenot
formally controlled by the executive magistra e the police were required to respondto the
executivemagistraesin reped of pretrial cusody and invedigation, whereasthe new
arrangementsves theseresponghilitieswith the judiciary and provide only weak formal
responshilities—for ingpections of police gaions, for instance—to the nazim.

This complex s# of ingtituional changes has aeaed anew framework of accountabilitiesat the
local government level as summarized in Figure 1. Devoluion has changed thenaure of baththe
horizontal checks (relaionships between the executive andthose players of moreor less equal
power) and thevertical chedks (where power is predominantly on one side). Thekey aspect sof
the changed accountahility relaionshipsare:
o Therearemany more adtors and accountability relaionships
0  Thenew systan has aeaed new formal horizontal mechanisms, such as
monitoring committees, to edablish chedks on the executive.
o] Increased vertical chedksin theform of citizen oversight, both through direct
elections aswell asthrough oversight bodies such as District Public Safety
Commissions.

7 Thestatutory bas s for thePFCswas created through amendments in theL ocd Government Ordinances nearly a

year after local govemmentswere created as administraive ertities. Thelegal provisions of the Ordinances a mat
the creation of mediumterm, formul a-based transfer systens.



e Balanced autonomy and acoountability for thepolice
o] ThePolice Order 2002 hasreorientedthe management of policing in order to
insulate it from political interference? placing its professional management under
the Digrid Police Officer who becomesresponsble for all police professional
matersincluding postings and transfers of office's.
o] New structures of Didridt Public Safety Commission and Police Complaints
Authorities provide new routes of accountahility, in principle nonpolitical ones®

Local govemments have been given congtitutional protection underthe 17" Congitutional
amendmaent, by placing the L GOs, which are provincial laws, under the Sxth Shedule for six
years (or two subsequent rounds of elections) s that during this periodthey cannot be altered,
repealed or anended except with the sandtion of the President 1°

8 Pressreports of ahigh levd meeting held on 14 Apiil 2004 involving thePrime Minister, Provincid Chief
Ministes, the NRB and other federal and province official s indi cate that signifi cant changes will be introduced to
thePdiceOrder 2002 and tha anew targe dateof Decenmber 2004 has bean set for conmpl etei mpl ementati on of
these new arrangements. Urtil these are officially confirmed and clarified, this report will make only passing
referenceto wha hasbeen reported, but will not peculate on their likdy inpact. However, it is reported that the
powers of the Chi ef Minister (province) have bean increased with resped to palice recruitment, pogings and
transfers, and tha theinva vement of province politicians in distrid palidng has incressedwith thededson to
indude themas members of the Distri ct Publi ¢ Safety Commission.

® Itisreorted that the provincePSCs and PCA s have bean merged in one body. Seefootnate 8.

10 Congitution (Seventeenth) Amendment Act, 2003
(http://www .pekistani org/ pakistan/ consti tuti on/amendments/17amendment.html).



Figure 1: The Changing Framewor k of Accountability
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2. How was Devolution | mplemented?
POLITICAL REFORMS

Electoral arrangements

The foundation of the electoral gructure for thethreetie's of local government isthe union
council. The union isamultimember ward for the election of members of the union council (that
is, each condituency ison average 25,000), and each union council iscomposed of 21 directly
elected members™ T henazim and naib nazm (mayor and deputy mayor) are electedon ajoint
ticket. Theremaining 19 sea s on the union council are allocaed asfollows:

e 12 Mudim seds, 4 of which arereserved for women

o 6 seasfor peasants and workersof which 2 arereservedfor women

e 1 seat for minority communities?

Thenazim of the union council then becomes an ex officio amember of the district council, and
the naib nazm of the union council becomes an ex officio amember of the tendl council (Figure

2).

Figure2: Indirect Elections
Di grict Nazim Tehsl Nazim
Nab Naz Naib Nazim
213 1/3 213 13
Urion Nazims Indiredtly Urion NaibNazms | Irdirectly
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" ZilaCourxil .~ Tetsl Coundl
Union Nazim—‘
NabNazim |/
Union Coungl
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The union councilors congituethe Electoral College for the digtria or tehsl councilors-a-large
and for thedistriac and tehsl nazm and naib nazm, none of whom can be union councilors.
Elected union councilors arenot permittedto stand for election as nazim or naib nazm of any
tehdl or digric—the nazm andnaib nazm stand as a joint ticket onceall the union councilorsin
their digtridt have been elected. If no joint tickets secure & least 50 percent of thevotes for any

1 Councilors must be at | east age 25, be aP&istani citizen resding intherel evant ward, of good Mudimcharacter
(except for non-Mudins), and must not havebeen convi cted of vari ous cii mes, nor be an enpl oy ee of federal,
provincid or local govemments. Nazimeen and naib naz meen must have at | esst a metricul ati on or secondary
schod certificate.

In adistrict where the popul ation of theminorities is in excess of 10 percent of the totd popul&ion, some seats are
reserved for minority communities. There are direct d ections for these seats for whicdh only the minorities will be
eligibleto vote, and thewhole of the digria will be the constituency.



digrict or tehsil, arunoff election is held within aweek between thetwo pairstha secured the
highest number of vates. Thejoint candidates securing the highes number of votes are declared
winners.

One-third of the seat s are reserved for women—diredly eleded & union council level and eleded
by the elecoral college of union councilors a tehsl and distrid levels. This enphasis on
women’ s participaion in politicsis a dramatic bresk from thepad. In addition, 5 percent of
district and tehs| seatshave been reserved for peasants (in rural congituencies) or workers(in
urban areas), and 5 percent for minorities. Thus, overal, district councils and tehsil councils are
made up of about two-thirds directly elected members and one-third indirectly elected, including
the nazm andnaib nazm.*® The sizeof digrict and tehsil councils varies according to the number
of unionswithinthe distrid. Some digrid councils are of asignificant sizeand largerthan
provincial assemblies.

Box 3: The Arithmetic of Local Government Elections

Assumeadigtrict with60 urion coundls (UCs), grouped in three tehsil s of the same size (20 UCs per
tehsil)

"""" Union Councils T T T T T n e n e
e Thaeaedirect detionsfor dl 21 UC coundlors. 19 are dected individudly, but the

glertie?ons UC nazim and naib nazimare dected on ajoint ticke. In thisexample, there are
therefore 1,260 UC coundlors ovadl.

Tehsil Coundils District Coundil

e Each UC naib nazimisautomaticdlya e Eah UC nazimisautomaicdly a
member of thetehsil coundl; member of thedistrict coundl;

e |naddition tothe 20 UC naib nazim, e |naddition tothe 60 UC nazim the
eech of thethreetensil coundls hes a district coundl hes adigrid nazimand
tehsil nazim and naib naam, dus 9 naib nazim, and 26 additiond members.

Indi rect additiond members. 7 women 20 women coundlors,* 3 pessant-
dedions ooundlors, 1 pessant or worker worke's and 3 minority coundlors,
coundlor and 1 minority coundlor; e Thedidrid nazim, thedidrict naib

e Thetehsil nazim, thetehsil naib nazim nazim and the additiond 26 coundlors
and the edditiond 9 coundlors are aededdal by the 1,260 UC coundlors.

dected by the 420 UC coundlors (20

UCsinthetehsil x 21 UC coundlors per

uC).
1 The 33 percent speci)a seats for women on thedigtria council applies regardl essof how many arealready onthe
digrict coundl by virtue of theirhaving been d ected as UC naz meen. So in theory if alarge proportion of women
were el ectad as UCnazimeen, an additiond number of at-large seats would gill be provided, giving women a
mgj ority onthe coundl.
Sour ce: Adapted from(Charlton, Ebd, Mukhtar, Scott and Vaillancourt: 2002).

Eachtier of local government has aterm of office of four years* with atwo-term limit for
nazmeen andnaib nazimeen a all levels of government.

The mgj ority of nazimeen are experi enced palitid ans fromestablished paliticd famlies. According to one media
survey, 30 percent of distrid naz meen in Punjab were former MNAs or MPASs, and goproxi mately 90 percent
belonged to esablished pdliticd famlies (The Herald, August 2001). Some of these nazimeen | & er res gned from
locd governmentin order to contes provinda or federal assembly seats.

14 Thetermof officewas changed fromthree years through an amendment in 2002.



Box 4: Internal and External Recall of Nazimeen

For theexternd recdl of adistrict nazim, the chief minister of the province may offer amotion inthe
Provindd Assambly againgt anazim andif asimple mgority goproves, the nazim would ceese to hold
offi cewith immediae effect. Sinilaly, thedistrict nazm can propose amotionin thedistrict cound| for
therecd| of atehsil or unionnazim. If amgority in the cound| gpproves these mations they are then
subjected to avate of dl union coundlors inthetehsil inthe case of the motion aganst thetehsil nazim
and by union coundlors inthe unioninthe case of the motion against aunionnazim. If amgority of the
members supports the mation, the nazimin question stands di gmissad.

The procadure for theintend recdl of thenazimis moredaborate A member of the district coundl,
ssconded by another member, may moveto dismissthedistrict naam inthe Coundl; if the motionwins by
asimple mgority, the Election Commission will sesk avote from the members of the union coundls inthe
district. If asimple mgority of them gpprove thedistrict nazimloses office However, if the motion falls,
then the proposar and the seconder of the mations inthe didrict coundl shdl losether seets bothas union
nazimeen and members of thedistrict cound . Moreover, no such motion can betabled in thefirst six
months of the district nazm’ sterm of offi ;e or for 12 months &ter the rg ection of a previous mation. The
proodures for theinternd recdl of thetehsil and union nazimeen aesimila.

Citi 2n Access and Oversight Badies

Whereasthe provison for dired election of union councilorsprovidesthemod potent form of
citizen represatation inlocal governmaent, the PO and L GO (along with other ordinances, such as
the Freedom of Information Act) also provide numerous new bodies through which citizens are
able to access andpotenttially influence government at thelocal level. These may be distinguished
inthree broad caegories.

Firg, thereisagroup of external oversight bodiestha provide some external check on
performance and probity. In some of these bodies, such asthe Monitoring Committees a the
digrict, TMA, and union level, citizens are ableto influencethe performance of service providers
through their elededrepresentaives, who comprisethe committees. Guidelines exist for the
establishment of monitoring committeesto identify problems & the service fecility level and
bring them to the atention of therespedtive council and the concerned EDOs (Naional
Recongruction Bureau: 2001b). Such committees areto consst of & leag three council members
elected for a period of threeyears, with athirdof the membersof each committee from among
the reserved sea s for women, peasants, workers, and minorities. The union committees are
responsble for monitoringthefunaionsof all offices of thelocal government (distria, tehsil, and
union) tha are responsble forthe delivery of serviceswithintheunion, whilethetehs! and
district committeesoversee offices in their repective governments™®

The Guidelines specify tha members of the monitoring committees areto involvethe community
in assessing the quality of servicedelivery through regular fieldvisits and tha they must presant
quarterly reportsof their adtivitiestotheir respective councils. On the basis of these reportsthe
councils areto pass the necessary resoluions (or referthemater upward to tehsil or district
councils if needed), andthe nazm areto report badk within 30 daysto the council onthe acions
teken. Fundioning like monitoring committees, but concerned withthe judiciary, insadf
committees have been established as subcommitteesof the union councilsto assist in redressing

% TheNRB Guiddines specify that at the Unionlevd monitoring committees will be esteblishedin atleast the
following areas Munidpd Services, Finance, Public Safety, Hedth, Education, Literacy, and Works and Servi ces.
Tehsil nonitoring committees will be esablished for Munidpd Reguldion, Infrastructure and Sewvices, Planning,
and Finance and District monitoring conmitteeswil | be established for each” group of offices or for each
individud officewithin the group of offices.”
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litigants grievancesrelaingtothefunaioningof the district courts by faciliteting accesstothe
Member Ingpection Team (MIT) of the High Court.

This caegory of oversght bodies also includes new agencies, such astheDigrid Public Safety
Commissions(DPSCs) made up of bath elected councilors and community represantaives
appointedthrough proceduresthat involve local and province government andthe Chief Justice
of the High Court. PSCs are amechanism for local external accountability over the police, part of
a hierarchy involvingPSCs at provinceand federal levels. The DPSCs are to look into cases of
police excess, ensuretheregistration of FIRs, approvetheannual policing plan of the district
coveing proposed expenditures and performancetargets and check againd misuse of thepolice
by the distriat political leadership.

Accounts Committees are being formed as subcommitteesof district, TMA or union councilsto
monitor activities of the corresponding local government or any organizaion using public funds,
toidentify any corruption or leakage or waste of public money & any time and to conduct annual
reviews of external and internal audit reports.

Although not yet formed, but with potentially the broadest base of representation, Village and
Neighborhood Councils areto be elected under provisons of the LGO. These inditutions ae
meant to be vehicles for community paticipation in local government planning. Designed to
mobilize community reources and gaher information, they can also be delegatedto deliver
services for their regpedive areas.

The achitedsof devolution also recognizedthe importance of mechanismsfor citizen dispute
resolutionto egablish dired accountahility relaionships between citizens and service providers.
To assig in resolution of citizen dispueswith government, Departmental Grievances Redressal
and Complaint Cellsareto be egablished in local governments. To back upthenew offices, there
isto be azlamohtasib (digric ombudsman) to provide aformal avenue for redress for citizens
who have been thevidims of maladminidration. Citizen PoliceLiaison Committeeshavealso
been established as self-financing voluntary organizations, which citizenscan s upto assist the
Public Safety Commission and the Police complaint authority in the discharge of their funcions.
They arealso expededto asss in sdtling disputes between citizens andthepolice. Of asmilar
naure, the LGO provides for Musalihat Anjuman, which aeto funcion as committeesto
promotethe amicable sdtlement of disputesof acivil or criminal nature

Finally, agroup of bodiesis responsible for community development and management of
facilities. Citizen Community Boards (CCBs) arethemog prominent of these. Although formed
voluntarily by citizens, who comprisethe etire memberdip, CCBs are formally registered in
accordance with local government guidelines and have a legal claim on the local government
planning and budgeting process. Consgtingof & least 25 members, CCBs can, in principle, be
established for avarigy of purposes, including initiation and improvement of development
projects, establishment of cooperaives, formaion of monitoring bodies over police and other
service providers andto reinforcethe cgpacity of monitoring committees a the behed of the
concerned council. At least 25 percent of thetotal development budget of each tier of local
government (district, tehsil, and union) must be earmarked for projecsidentified by CCBs, and
each CCB hasto make acash contribution of 20 perceant inorderto be abletotap intothesefunds
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for a specific project.*® CCB development funds cannot be re-appropriated for other activities if
unused by the end of thefiscal year and must be carried forward to subsequent financial years.

Although School Management Committeespreda e devolution,they are associaded withit. Names
vary with the provinces—SM Csin Sndh, Shool Councilsin Punjab, Parent Teacher
Associations (PTAS) in NWHP, andParent T eache School Management Committees (PT SMICs)
in Balochigan. These ae discussed in more detail later inthereport.

THEADMINISTRAT IVE CHANGES

Executive structure within local governments

The executive branch of each digtrid government isdivided into 10to 13 departments, degpending
upon theprovinee, to carry out its functions (see Table 2).!’

Table 2: Executive Structure of the Districts

Statutory

Department name .
® basis

Responsibilities

Finance and Budget, Planning and Devd opment, A ccounts, Enterprise and

Finance and Plaming Investment Promotion

Informetion Technology Development, Informetion Technol ogy

Informetion Technology Pronotion. and Datdbase

Law (Magigracy)? Litigation, L egd advice, L egidation

Agriculture (Extension), Livestock, FarmWater Management, Soil

Agiicuture Consavaion, Soil Fertility, Fisheries, Foress and Wildlife, Environment

8
Q
-
5
c
(%)
©
&
. 8 j8 Community Organi zation, L abor, Socid Wedfare, Sports and Culture,
Community Development | E Cooperatives, and Regj strati on offi ce
Didrict Coordinaion 5, a- | Coordination, Human Resource Manggement and Gvil Defense
Education 5 ";" Boys Schools, Gifls Schod s, Technicd Education, Coll eges, (other than
8 = profesd onal) Sports (Educaion) and Spedal Educaion
Health % _g Public Hed th, Basic and Rurd Hedth, Child and Woman Health,
=] S Popul ation Wdfare, District and Tehsil (Headquarters.) hospitds
Literacy .2 B Literacy Campaigns, Continuing Educati on, and Vocati onal Education
c =
Revenue .§ % L and Revenue and Egtate and Excise and Taxation
S m 1 i 1 i 1
Works and Services 5 Housing, Urban and Rural Development, Digrid Roals and Buildings,
g Energy and Trangport
Public Hed th Engineering @ Water supply and sanitaion
Livetodk Livetodk
Enterpriseand Industrial .
Pronotion C'_ty .
Didrict

Public Trangoort

a. TheMagistracy appearsin the Firg Scheduletothe Local Government Ordinances but as a policy decision gands
abdlishel. The provinces may rel ocate (deconcentrate) this office but it will not be aseparae distrid depatment.

The Didrid Coordinaion Officer (DCO), the highed-ranking civil servant inthe district, heads
the Digtrid Coordinaion department. An Executive Didrid Officer (EDO) heads each of the

6 The guidelines ecify tha * in kind” cntributions by CCBs wil | be considered as an addition to the 20 percent

cash requirement and not arepl acement and will be taken into considerati on in the ranking and evaluation of the
project proposd.

The Nationd Recongrudion Bureau (NRB) set out adeail ed framework for admi nistretive decentrdizeion,
which explans why the grudure of district govemment is fairly sandard within and between provinces.

17
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remaining departments. In tehsils, theT MA Municipal Office (TMO) performs coordinaion
functions smila tothose of theDCO & the district level. T here are four tensil, taluka, ortown
officars (T Os) reportingto the TMO: T O (Regulation), TO (Infragructureand services), TO

(Finance), and T O (Planning).

The staffing inheritance of thedistricts

Threegroups of enployees were assigned to the new digrict govenments. These included staff

from:

o Federal employment groups, primaily Digrid Management Group (DM G) andthe

Audits and Accounts Group;
o Forme rural digtrict council employees, and

e Provincial employment groups, paticularly Public Health Engineering, Rural
Development, Local Government, Health and Education.

The overwhelming majority of distria staf formerly belonged tothe provincial enployment
groups, particularly education. Most are in grades 1-15 (90 percent of digtridt gaff in NWHP and
83 percatt in Sndh). TMAsinherited s &f from the former urban councils, and from rural district
councils and also smeprovincial PHED gtdf wherethese have been devolved.

Merging cadres

Despitemultiplereform efforts, occupational
groupsin Pakidan remain vetically separaed,
digina career greams. Posts sometimeshave been
created to satisfy theneeds of thevaious
employee groups for promotion opportunities,
ratherthan on the bass of policy priorities or
operational needs. Now, these sysemiccivil
serviceproblemsarereplicaed a the digtrid level
asthe parallel, vertically oriented, occupaional
groups have generaed significant problemsin
merging differet groupsof gaff. In certain Sndh
digricts, for insgance, devoluion hasresultedin
Communicaions and Works Department staf

Box 5: L ocal Government Commissions

The Locd Government Commisson inesch
province is arecond liaion mechanism for inter
locd government dispute resolution. However,
it has no executive authority to imposea
satlement. Any issuethat is not resolved by the
Commissionisrefared to the provindd
governor. T he processes by which the LGCs
work are cumbersome and time-consuming and
result in ddays toresolution. In NWFP, the
LGC has bean usad by the provindd
government to investigate dl egations of
mismanagemant by district naz meen.

working alongside the Education Works Department 4&f & the district level. In city distrids, the
Development Authorities onceresponsble for sructural planning have been wound up andtheir
gafftransferred to various tehsls. Local Government and Local Council Service cadre employees
have joinedthe gaff from provincial departments posted to T MAS. Thus, tehsls have had to
absorb staff from avaiey of different sourcesin the firga monthsof devolution. These mergers
have led to complex and, in some cases, seemingly inluble problemsof seniority. No
acceptable formulaefor merging seniority ligs can be found in such situations. The danger for
local governmentsistha—aswith the provincial and federal cases—the structuresof district
officeswill be distorted by theneedto find placements or promotions needed to appease g aff

cadres.
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FISCAL REFORMS

Expenditure assignments

Areas of expenditure regonsihility of thefederal and provincial governmentsare sa out inthe
Congtitution of Pakigan. Whilethe Federal Legidative List*® of the Congitution specifiesthe
functionsof thefederal government, the Concurrent List,'® indicatesthe areas of shared
responshility, tha is, thosewhich can be undertaken by thefederal government or by the
provincial governmentsor jointly by both. The Congtitution is silent on theremaining functions
and assumes by default tha theseresidual functions areto be performed by the sub-naional (tha
is, provincial or local) governments.

Thus, according to the Congtitution, the federal government is responsible for foreign afairs,
defense, banking and currency, pogal service, trangortation (ports, airports, railways), whilethe
main provincial reponshilities are police services, justice, roads, education andhealth. The
actual assgnment of funcions remained much more centralizedthan the Congtitutional
provisonsrequired, as higher levelsof governmant played a dominat role in areasof shared
responshility. Centralizaion of taxes, by agreement with the provinces, has enphasized this
pradice.

The Congtitution acceptstha theadual or implied assgnmaents of expenditures and revenues will
lead to vetical fiscal imbalances between the uppertwo levelsof government, which areto be
resolvedthrough revenue sharing. T hus, the Congtitution also sas up the Naional Finance
Commission—an ingtitution assigned thetask of determining appropriae revenue sharing
arrangements among the federal andprovincial governments.

Under devoluion, there wereno shiftsof responshility from the federal tothe provincial
governments. T he initial attempt wasto bring about changes tha would not require any
congitutional anendment, which thedevoluion of eny fundiontothe local governmentsfrom
the Federal Legidaivelist (or eventhe Concurrent Lig) would have required.

AsTable3 indicaes, sgnificant fundional transfers did occur from provincial to local
governments.

18 Contained in the fourth schedul e, artid e 704) of the Congtitution.
¥ Als contdned in thefourth schedule.

14



Table 3: Functional Reassignments from Provincial to L ocal Governments under Devolution

Province District Tehsil, taluka, or town®
Education Education

Primery education —» P mery educati on

Secondary education > Secondary education

Colleges (non- — 3} Colleges (non-

professonal) professonal)

Professiond colleges

Teacher education
Health Health

Basic and Rurd Health —» Basicand Rurd Hedlth

Digrict and Tehsil (HQ) —®  Digrict and Tehsil (HQ)

hositds hogitds

Provinda hogitals

Medicd colleges

Popul ation Wdfare
Agriculture Agriculture

Agriculture extension ———-%® Agicutureextenson

On-farm management —===%»  On-fam managenent

Soil conservaion _— Soil conservaion

Fisheries _— Fisheries

Forests ————p! Forests
Waer Supply and » Waer Supply and
Sanitation Sanitation
Swerage » Sewerage
Trangport Trangport Trangport

Inter-district roads

Intradistrict roads —® \Intradistrict roals

Intra-tehsil roads Intra-tehsil roads
Sreet lighting Sreet lighting
Parks and playgrounds Parks and playgrounds
Municipal regulation Municipal regulation
[rrigetion
Police
Mines andmineral
development
Industrial and labor
regulation

Fuly devdlvd @~ —————— Patidly devolved

a In urban aress, dty districts, not the dity towns undertake these responsibilities.
Fiscal transfers

Federal-provincial

In Pakistan, revenue sharing is the dominant form of federal-provincial fiscal reldions. Themain
source of provincial revenuesis atransfer based on a share of federal tax colletions. T he
decison onthelig of taxesto be shared (the* divisble pool”), the ratio of the provincial-federal
share of the pool andthe formulafor its distribution tothe provincesisto be fixed a least once
every five years by the Naional Finance Commission (NFC) edablished under Article 160 of the
Congtituion. The NFC lad rendered a decison (called an Award) in 1997, allocaingto the
provinces 37.5 percent of the divisible pool, comprising all major federal taxes, with digribution
totheprovinces accordingto a single criterion—populaion (based onthe 1981 Census of
Population). Besides determining thetaxesto be included in the Divisble Pool andtherespedive
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shares of thefederal and provincial governmants, the NFC also deerminesathe tax and non-tax
revenues tha would be providedto the provincial government as” Sraight Transfers.” These
generally include revenues from sources tha technicaly fall in the provincial domain (for
example, taxes and royalties on natural resources) but which, for collection convenienceor
otherwise, arecolleded by thefederal government.

Previous quinquennial awards stay in forcein the event a consensusis not reached on the new
award. Asthe2002 NFC failedto cometo a consensus on arevised Award, the1997 NFC Award
issill currett.

Box 6: The 1997 NFC Award

The 1997 NFC awad (renewved in 2002 changing the basisof provindd shares from the 1981 populaion
retios to 1998 oansus) consisted of three components: () revenue sharing—distribution of apoal of federd
revenues to provingess by formulg (b) straght transfers—returning to the province of origin resource
roydties, charges and exd ses after dedudting a federd collection fee and (€) sped d lump-sum trangfers to
NWFP and Bd ochistan provinces to compensate for back wardness.

Revenue shaing com

Under the 1997 Award, thefederd divisible pool comprises dl mgor fededly colletted taxes (that is, dl
CBR odlletted taxes). Theseind ude persond and corporae income taxes, wedth tax, capitd vdueta,
generd sdestax (GST) ongoods, cantrd exd se duties (CED) (exduding ges) and customs duties.

Theserevenues are notiondly placad in thedivisble pod from which 5 peroant of the gross amount is
deducted as oollection charges to cover the presumed admini strative overhead of the federd government.
An additiond 1 percant is deducted from incometax collected. Thisremoves from thedivisble pool an
amount roughly equa totheincometax paid by federd dvil savants.® Of the remaining funds, 37.5
percant is then distributed to the provinces on the basis of popul aion.

In addition, to these revenues, provinces currently recdve an additiond 2.5 peroant of generd sdes tax
(GST) revenues as pass-through funds for locd governmentsin lieu of octroi and zla taxes they
diminated.” For FY 2002/03the totd divisile pool cameto Rs. 448.5 hillion, and the provinces recaived
Rs. 159 hillion as revenue shaing transfers. Thedivigble pool inFY 2003/04 wes projected to be 496.7
billion, of which provinces received 176.3 billionin addition to straight transfers of 32.5 billion. The
revenue from 2.5 perocant of GST was transferred to the provinces in two separae forms, the NFC formula
based normd transfers (which acoounted for ébout Rs. 14 billion of thetotd Rs. 34 billionin FY 2003);
and federd grants (the remaning Rs. 20 hillion) determined on the basisof OZT collection inthe province
a the timeit was abalished. While revenue recaved unde the first mode autometicaly became part of the
divisble pool, eech PFC dsoinduded revenues recs ved under the seoond mode as items inthe divisible

pool

Revenues returned by origin

Other taxes (roydty on crude oil, surcharge on naturd gas, oantrd exd se duties on neturd gas, roydty on
naurd gas and GST on savices aedistributed as* straight transfars.” These are taxes retuned to the
provinoes on aderivetion basis net of a2 percant federd colledtion charge In FY 2003/04, provinoss
recdved Rs. 34.3 hillion from these revenues.

It isimportant to note the didinction between GST ongoods and GST onsavices, as condtitutiondly the
forme fdlsinthefedad doman and therefore forms pat of the divisble poal, while collettion of the
latte (by default) is aprovindd responsibility, which hes bean given tothe federd government through
provindd ordinances in exchange for an undertaking thet dl net revenue from the tax will be transferred to
the provinoes as straght transfers.

Similaly, the CEDfdls into two categories. naturd gesrda ed revenues and other CEDs. The net revenue
from the former is passad on to the provinees as straight transfer based on oolledtion, whiletheldter ae
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distributed through the dvisble pod.

Spadd Grants to Fiscdly Disadvantaeged Provinees

The NFC mandated payments of spedd lump sum grantsto NWFP and Bd ochistan provincesin
recognition of ther sped d neads. In FY 2003/04 the budget estimates suggest that thesubventions were
3.9 and 4.8 hillion for NWHP and Bd ochistan, respedtivdy.

1. Thisresolves the problem that would otherwi se & se because the income tax would amount to adret
contribution from the Federd Consolidated Fund (FCF) (which pays dvil savants sdaies) to the
provinces viathe divisible poal, anditisillegd for the FCF to fund the provinces.

2. While Octroi was an“import tax” on sdected goods ba ng transported intothe urben locd bodies, the
zila tax was an“ export tax” levied by Digrict Coundls T he revenue from 2.5 percent of GST istransferred
to the provinces, from whereit is trandferred to tehsils (on the basis of share of Octroi collection when
abolished) and UCs on the basis of share on zila tax. The transfers are ba ng mede ether directly by the
province or viathe Districc Government. In some provinoes a proportionis retained by the Didrict
Govenmants d so.

Federal-provincial fiscal transfer mechanisms have not been reformed. However, athough no
new NFC Award has been announced, the previous revenue-sharing arrangement hasnot been
gaic sncel1997.1n 1999, 2.5 percatt was added to the GST to raiserevenueto finance Odroi
and Zila Revenue Replacement Grants® T his buoyant tax wasto be distributed directly to local
bodies as a hold-hamless revenuereplacement grant. The bassforthe digribution was the
claims made by the provinces concerningtheamountsthat had previoudy been raised from these
local taxes. In practicethetransfers of the 2.5 percent only began in FY 2002/03.

For FY 2000/01, arguing that the 2.5 percent of the GST was generating an amount in excess of
the initial amount raised (Rs. 30 hillion FY 2002/03 compared with Rs. 19 billion in FY
1999/2000), thefederal government maintained tha cagppingthe grat in nominal termsa Rs. 19
billion achieved a reasonable replacemant of theoriginal amounts log withtheabolition of OZT.
Thusthe replacement grant to the provincesfell to 62.5 percent of Rs. 19 billion OZT (Rs. 11.9
billion).

In FY 2001/02, while themechanism for revenuetransfer remained the same, the cgp on amounts
to betranderred was removed and the etire Rs. 30 billion oolleded from thetax wastransferred
(37.5 percent through the NFC mechanism and theremaining as federal grants) to the provinces
for onwardtransfer to the local governments. Thisreversal of the FY 2000/01 policy was
undoubtedly a significant vidory for the provinces and local governments. These changes have
had very little impact onthevertical fiscal imbalance, measured asthetransfersto sub-national
government as a share of total sub-national expenditures®*

Urban locd bodies call eded Octroi (import taxes levied by municipal entities atthar borderson goodsinmported
for resal€) whilerurd ones colleded Zla Export taxes on agricultural goods exported out of rural (then called zila
councils). Togeher, the octroi (ollected largdy in urban aress) and zila (rurd area) taxes accounted for 50
percent to 60 percent of autonomouslocd revenues. Whil e producti ve of revenues, both taxes (which when
combined arereferred to as theOZT) were notorious for their inefficiency and as a source of corruption. They
were abadished (FY 1999/2000).

Vertical imbal ances = (totd revenues— own source revenuesy (totd revenues). For provinces for exanpl e,
vertical imbalances can be cal aul ded as (grants + sraight transfers + shared revenues) / (grants + stra ght transfers
+ shared revenues + own source revenues). Definitions of own source revenues are difficult, idedly they refer to
revenues where provinces/locd governments have rate-setting authority, however for this paper UIPT is al ocaed
as 15percent OSR for thedigtrids and 85 percent OSR for the TMAS. Inthe caseof TMAS, the Octroi and Zila
Replacement Grant nug al <0 be consdered.
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Figure 3: Imbalances beween Revenues and Expenditures,
Federal and Provincal Governments
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Sour ce: Percentages based on daafromannual budge docunments (federal government
and provind a governments) from(Ahmad and Wasti: 2003).

The aticipaed dependenceof local governments on transfers, through a baseline assessment on
the eve of promulgation of new L GOs, was assessed at morethan 95 percantt for digric
governmentsand ranged from 50 percent to around 90 percent for TMAsin 2001, in various
provinces (Cyan 2001). T he calculaions were based on extrapolaion of subjectsintheprevious
arrangement onto the new local government units. In this gudy the high dependence has been
reconfirmed. The sample of districsand T MAscovered in this gudy had an average fiscal
dependence onthe province of 84 percent and 54 percent, respectively, including Ul PT 22

Table4 highlightsPakistan’ s current federal-provincial veatical imbalances. In FY 2002/03, the
provinces were projectedto depend on federal transfersfor 78.2 percent of theirtotal current
revenues. T oge her, the provinces were budgeted to olled only Rs. 60 hillion in own source
revenues.

Table4: Provincial Consolidated Revenues

(FY 2002/03) Balochistan NWFP Punjab Sindh Total
Current Revenues (millionsof Rs.) (millionsof Rs.) (millionsof Rs.) (millionsof Rs.) (millionsof Rs.)
Federal receipts* 22,9%C 27,357 107275 57,299 214891
Provinda taxes 594 1,775 12,568 7,851 22,788
Provinda nontax receipts 733 7,907 9,44 19,006 37,230
24,287 37,039 129336 84,247 274909
Current Revenues (% current) (% current) (% current) (% current) (% current)
Federal receipts* 94.5 73.9 829 68.0 78.2
Provindal taxes 24 48 9.7 93 8.3
Provinda nontax receipts 3.C 213 7.3 22.7 13.5
100C 1000 1000 1000 1000

Source: ADB/DfID/WBDSD Daasd 2 and gaff cal cul ations.

Vertical imbalances differ significantly across provinces. Almog all (95 percatt) of Balochidan's
revenues were anticipaedto come from federal transfers. But even Sndh depended on federal
transfersfor over two thirds of itscurrent revenues.

2 source ADB/DIDMWB DD Dataset 1. Seethe third vol ume (Annex 2—Techni cal Considerations) for detail ed
discussionof the vertical fiscd inmbal ances.
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Thenew NFC has been medting, and thereareindicaions tha the federal government isprepared
to consider asignificantly increased province share. At thetime of writing, the Miniger of
Finance isreported as sayingtha he expectsthe new award to be announced in time for the FY

2005 budget.
Provincial-local

Changesin fiscal transfers have been madeto complement the devolution of expenditure
responshilities. Mirroringthefederal-provincial arrangements, transfersto local government
were to be accompanied by a system of unconditional fiscal transfers from the provinces
determined by provincial finance commissions. However, and importantly, the claims of local
governmentsover the provincesarenat the same asthe provincial sharing rights with the federal
government, sincelocal govemments haveno congtitutional rightsto revenue sharing®

All provinces have now established Provincial Finance Commissions, which have made awards
for the digribution of provincial resourcesto local governments. According to the legidation
egtablishing each PFC—containingonly dight varigdionsfrom the NRB’ s suggested model—the
PFC isto evolve aformula for didribution of resources, including distribution of the proceeds of
the Provincial Consolidated Fund between the provincial government andthelocal governments.

The gautory basis forthe PFCs was crea ed through amendmentsto the Local Government
Ordinancesnearly ayear after local governmentswere cregted as adminidraive entities. T he
legal provisonsof the Ordinances am a the areaion of medium-term, formula-based transfer
sysgems. Progressin creaing the necessary secrdaria s and edablishingtherequired analytic
support forthe PFCswas initially dow. The absence of a secreaid, officesfor privaie members
and budgetary allocaionsrepresented a serious condraint on the PFCS work, but their stuation
has now grown dgnificantly better. The cgpacity of the Secreariat s, thefrequency of meetings
and public reporting end their intered in developing multiple grant sygsems are all improving.

ThePFC interim awards made in 2002 were initially intended to cover just thefirg two quarters
of FY 2003. A full award wasto be deermined by the end of thefirg quarte FY 2003 to cover
the lad two quartersof FY 2003 and the subsequent threeyears (FY 2004-06). However, the
final awards havenot been made, and the interim awards were extended first to cover the rest of
FY 2003 and laer, FY 2004 aswell.

What congtitues a divisble pool for allocaion of local harevaries omewha aaross provinces
with thegeneral pradticethat the provinces make some exceptions from the Provincial
Consolidated Fund. These are labeled obligatory expenditures and include the charged
expenditure of the province and debt liabilities. These arenat deerminedon the basis of a
formula, and intheory the province can deerminethem asthe year progresses. T he local share of
the divisble pool is currently: Punjab: 39.8 percent; Sndh: 40 percent; NWHP: 40 percat and
Balochistan: 31 percent.

Populationisthemod important indicator used in all provincial awards. Details of the award
formulae by provinceare provided in thethird volume (Annex 2—Technical Condderations). A
backwardness index is used by three of the four provinces, andthetwo largest provinces
incorporatetax-efort provisons. T heindex has been prepared in Punjab and Sndh by ranking

23 Inthis context it should benoted that the congitutiond protedion on therights of the provincesisvery srong—
undoubtedy in part because the provincespredae the country andthe country only exi ssbecause of awillingness
of these provinces to awnfederate.
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digrictsagaing health, education, housing, employment andresidential services indicators. In
NWFP, the backwardness index is derived from the Multi-Indicator Cluster Survey (MICS and
incorporaes child health, education and literacy, income, and accessto waer variables.
Balochistan gives50 percent weight to didrid aeaand NWHP assgns 25 percet weight to
infragructure deficiency. In all cases grant funds vary directly with fiscal need, but fiscal capacity
(revenue potential) hasno influenceon grant entitlements.

Sgnificantly, using the PFC mechanism as esablished by various amendmentstothe L GOs,
these changes established entitlementsfor local governmentsinthe provincial consolidated funds
for thefird time. Earlier the distrid departments were just deconcentrated arms of the provincial
government with, by definition, no transfers. T helower tiersof local government received no
transfersfrom the province except for discretionary specific-purpose grants and in some
jurisdictions had some sharing of the UIPT. Now, predeermined shares of the Provincial
Consolidated Funds are passed as transfersthat arenon-lgpsing. To enable this, district funds and
TMA local funds were creaed as acoounting entities digina from the provincial consolidated
fund to prevent re-appropriaion by the province

The intention wastha all local government expenditure would be financed from own-source
revenues or formula-based unconditional transfers. In practice, in two provinces (Sndh and
NWFP) salary expenditures were merely deconcentrated, and gaff are gill paid from a provincial
account. Even intheother two provinces thetransfers arenot formula-based; distridsare
reimbursed for their actual wage hills, and the funding is earmarked for salaries (Cyan: 2001).

Box 7: Fiscal Trandersto Tehsil and Union Administrations

Different provinces have teken different routes to fund tehsil and union adminigtrations, but they have bean
lagdy financed out of GST revenues in additiontother own-source revenues. The only exoeptions have
ben the sday grants for public hedth and enginesring employees in Punjab and Sindhand di screti onary
sped fic purpose grants.

Punjab: Thetransfers to TMAs and UAswere manly based on GST. In Purjab the full amount of GST
recaved wes transfared to TMAs toensure they recaived a lesst the besdine anount of OZT colletionin
thdr jurisdictions. The UAs were given an equd dlocation. Out of the expected share of Rs. 7.0 billion
basdine shares consumed Rs. 6.2 billion. The remaining Rs. 800 million was distributed betwean union and
tehsils withRs 300 million going to unions and Rs. 300 million for TMAs. Another Rs. 200 million wes
left undefined with the province for grants to locd govenments.

NWFP: NWFP divided GST onthe basis of historicd shares, distributing shares of the zila tax, dter
dedudtion of 10 percent as district share, equdly among dl urions. The same formula operaed for the
distribution of Octrai to tehsils. A spedd grant of Rs. 18 million provided funds to new TMAswith no
historicd dams. The bdance of GST funds wes transferred to the districis onthe basis of badkwardness.

Sndh: In Sindhthe GST transfers were complex, providing basdine collections first to dl TMAsand tothe
UAs that ealier oollected Odiroi. Rs. 6.5 billion was distributed onthe basis of besdine shares. Another

Rs. 28 hillionwas merged with KPP and distributed on the basis of the devd opment fund sharing formula
of 70 percant populaion, 30 peroant backwardness. Within thedstriat 30 percant of the district share was
given to(;l'MAsTheremainingfundswereto be distributed among smd e didrids onthe basis of
backwardness.

Bal ochistan: The dstributionin Ba ochistan followed the formula for distribution of deve opment grants.
Oncedistrict shares were so determined, they were further divided among districs TMAs and Unionsiin
theratio of 40:25:35.
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Other Transfers: TMAsin Punjab were given another grant to finance the recurrent expenditure of PHE
induding staff sdai es. This was worked out onthe basisof actud staff posted to a TMA. Discretionary
transfers, mostly spedfic purpose grants, are given for deved opment projedts. In Punjeb they are quite
common.

Accounting and Audit

Accounting and audit arrangements have also been reformed. Although not undertaken as pat of
the devoluion process, thisreorm has significant implictions asit impadsthequality of
accounts andtherefore acoountability over public expenditures. Thekey, current problem istha
confusion and conflidt overtheadminidraivecontrol of Didrict Acoounts Officers (DAOs) is
creding problemsin theeffective delivery andthetimely submission of distriad accounts. T he
exiging financial management processes at the local government levels arethereore weak, and
accounts, mogly based on manual accounting procedures, areoften lateand incomplete.

Two major reasons are behindthis conflict. Firg,there is confuson about therespedive
responshilities of the Auditor Genera of P&kistan (AGP) and the Controller General of Acoounts
(CGA) over accounting. T he conflid began with the promulgation of the Auditor General’s
(Functions, Powers and T erms and Conditionsof Service) Ordinance 2001 and Controller
General of Accounts(Appointment, Funations and Powers) Ordinance 2001, which separated
audit from acoounting?* T helater ordinance areaed the new office of the Controller General of
Accounts (CGA) asthehead of the accounting machinegy in the country, removing acocounting
fromtheadminidraive control of the AGP. However, congtituional and gauory ambiguities
have prevanted the de facdo implementaion of this change. Soecifically, because article 170 of
the condituion givesthe AGP responshility for prescribing acocounting principles and methods,
it has been interpretedto mean that the AGP also has control over acoounting staff 2> T herefore,
the AGP continuesto transfer ¢ &f acrossthe acoounting and audit lines, and the CGA does not
haveclear administrative authority over hisown staf.

Second, there is conflict between the CGA and provincial finance departments over control of
province level accounting g&f. Digridt accounts are prepared by DAOs, an office currently
saffed by individuals belonging to boththe Pekistan Audit and Accounts Service, afederal cadre
and the Treasury, a provincia finance cadre. The CGA arguestha quality assurance in their
respedivetasksrequires dired, hands-on federal control a all levelsof government. This postion
woul d require tha managerial control of all Digria Accounts Officers be passed to the CGA
from theprovincial Finance Departments and, ultimaely, would also shift responsihility for the
TMA acoounts fromtheLocal Council Acoounts Serviceto the CGA. T he provinceshave avery
different view of the issue. Accounting is seen asaprovincial fundion acoordingto the
Congtitution, and thislogic is supported by current internaional practice of veging regponsihility
for accounting within the level of govemmaent that hasresponsihility for expenditures.

Any transfer of control to the CGA would be very difficult to arrange because of intricate cadre
issues. Provincial gaff would want their seniority protected in a merged cadre, but the federal
accounts staff arereluctant to concedethis benefit because of perceived differencesin the levels
of Kkills. Werethe CGA to assume charge of the TMA acoounts, some poging of federal cadre
personnel as Tehs| Acoounts Officers (TAOs) would be required. A staffing plan in Punjab was

2 n parall el to theseinstitutional reforms, sometechnicd changeshave been driven by thePrgject for Inproved

Financid Reporting and Acoounting (PIFRA), which entdls theintrodudion of anew computeri zed accounting
sysemand ashift ofthe bad s of accounts fromcash to conmitment (referred to as the New A ccounting Model or
NAM).

Articlel70: “ The accounts of the Federaion and of theProvincesshdl bekept insuc formand in accordance
with suchprinciples and methods as the A uditor-Generd may, with the goprovd of the President, prescribe.”
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prepared on these lineslad year but could not be implemented. T he Federal Cabing decided in
2002, as a matter of policy, tha regponshility for acoounts should devolveto the provinces from
2006, athough recently there has been discussion between provinces and CGA that thistakeover
might be onthebas s of “ readiness criteria’ ra her than time-bound.

These adminigrative control problems aside, the preparaion of local governments accounts
requires adjusting accounting sygemsto correspondto the new adminidraive atities. A major
task isthemerger of local fundswith operaions under the Provincial Consolidated Fundin order
tocreaeDigria Funds and appropriation and finance accounts for Account V. The Local
Government Accounts Code, natified by the AGPto the President, underpins this move

Although audits have limited coverage due to ladk of data, resources and gaffing cgpacity,
responshility for theaudit function itself isan issue relaively freeof contention. Generally the
Auditor General isto cary ou theaudit functionfor all levels of government, but an amendment
totheLocal Government Ordinances, through insertion of anew Chapter XII in June 2002,
assigned the audit responsibility for TMAs and union adminigtraionsto the Local Fund Audit of
the provincial sarvice Thisadion was based on the agument tha staff from the AGP lackedthe
necessary numbers and experienceto audit the sysemsof the old councils. Untilthe AGP hasthe
needed capacity, therefore theaudit should continueto be carried out by local authorities, who
have more familiarity withtheaccountskept according to the old sygem (“Pa&istan Country
Financial Accountability Assessment”: 2004).

ACHIEVEMENTS ANDCHALLENGES IN IMPLEMENTATIONTODATE

Uneven | mplementation

Itisnot surprisngtha devoluion has been implemented unevenly—asT able 6 illugtraes for the
adminigrative apeds of devolution. Devolution presents quite different challengesto aremote
rural tehdl in Balochigan than to ahigh-density tehsl in central Karachi. Whilethe core
departments of local governmantt have been sa up according to the LGO, there are notable
exceptions(T able 5).
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Tableb5: Variationsin District Structure
(sheded cd's represant offices established in districts)

Offices

Satutory
basis

Killa
Saifullah

Kar achi

Bannu

Bahawalpur

Faisalabad

Khair pur

Finance and Planning

Law

Information Technology

(1)

Vacant

Vacant

Vacant

©)

Vacant

Vacant

Didrict Coordinaion

Revenue

Works and Services

Health

Education

Literacy

Community Development

Agicuture

Required underthe other LGOs

®)

(6)

Vacant

(4)

2

)

(8)

Vacant

Vacant

Public Hed th Engineering

Livestodk

Required underthe Balochisan L GO

9)

Enterpriseand Industria
Promotion

Public Trangport

Water and Sanitaion

City
Govt.

(10)

(10)

(11

Q) In Bal ochistan the Finance and Planning office for ms part of the DCO Group of Offi ces

(2) InKillaSdfulleh theoffices of Education and Literagy havenot been separaed

(3) Informetion Technology will bethe 10th Group in KillaSaifull &h after adidrid structureis put into place

(4) InKarachi 3 EDOs (Cdlege, Elementary, and Literacy) have been posted dueto the 5 ze of the depatment

(5) In NWFP the DO (Revenue) headsthe office. Thereis no pos of EDO (R)

(6) Public Hed th Engineering Depatment (PHED), Communi cation and Works (C& W) and Phys cal Planning and
Housing (PP&H) departments were merged to formthe Works and Services (W& S) officein NWHP. In May
2003 the provinda govemment divided theNWFP into s x circles each headed by Super ntending Engineer
(SE) of W& S department.

) Education and Literacy have not been segparated inNWHP

(8) Recently Literacy has been merged with the Educati on dgpartment. The EDO post wasvacant prior to merger.

9) Public Hedth Engineering has, in prind ple, been devaved to the TMA level. Inpracti ce thishas not been

enforced—but Balochiganisthe only provincethat has formally created adigria srucure.

EIP (Enterprise and Investment Promoti on) and Public Transport groups of offices were established onlyin

Karachi district.

Karachi Water and Sewerage Board hasbeen notified as the 15th Group of Officesin City Govemment

Karachi, though functions and infrastrudure areye to be deva ved.

(10)

11)

Thekey gructural variaions between provinces concernPublic Health Engineering and
Education and Literacy. In education, Punjab has crea ed separa e departmentsfor education and
literacy athe digrict level, while NWFP and Balochigan have opted for one department for both
services. In 9ndh, Karachi has separa e depatments while Khairpur hasajoint depatment. At
the provincial level,the grucure of the Departmentsof Educaion inthePunjab, Sndh and
NWFP are more complex with three directora es, Balochidan initially merged these into one but
subsequently created a separae direcorae for colleges.

InWaer and Sanitdion,there has, in pratice, beenvey littledevoluiontothe TMA level.
Balochigtan has not formally devolved PHED and has smply restructured it. The PHED
department remains & the provincial level, with the Secretary and Chief Enginea opeaing from
Quetta. Sndh has abolished the provincial PHED office, and merged the saff intothe LG& RDD.
NWFP has devolvedthe functionsto urban tehsilsbut not to rural ones.
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Does the Diversity Matter?

The success of the 2000 Local Government Plan and of the LGOsin egablishing a consident s
of political, adminidrative andfiscal structures acrossfour provincesisremakable. The diversity
in implementaion was inevitable for several reasons, including most importantly thereality tha
the paternsof province—local government political relaions, conflids and alliances vary
considerably from one provinceto another. Smilarly, some groupsof gaff themselveshave a

vesedintered in blurring the jurisdictional responshilities between provinces and local
governments 9 asto cause delay and confused implementaion arrangements. Al important
were differing expeaaions among both eleded and adminidrative officials about the outcome of
the prolonged hiausin the Naional Assembly’ s approval of theLegal Framework Order. This
inevitably areaed some uncertainty and, arguably, somehesitaion in implementaion of the

L GOs on the part of provincial governmets.

Box 8: Political Opposition to Devolution

In NWFP, the provindd MMA government, which countsonly two didrict nazimeen as politicd
supportes, has bean accused by nazimeen of interfaencein distrid dfars. In 2003, NWFP nazimeen
tendered thar resignations to thePresidant and asked for the fedard govanmant to ded with provindd
interference Tehsil and Union Coundl nazimeen badked thar district colleegues and offered to resignin
sympathy. InBannu, thedstrict of the provindd chief minister, provindd influenceis paticulaly strong.
Diretives have been issued to dlocate funds to both education and hedth projedts that have not bean
prioritized within thedidrid. In hedth the provindd government mede aspedd dlocation tothe DHQ
hospitd through Acocount 1 (the provindd acoount) to supplement its resources so that medidnes could be
purchased. Th's dedision was na made known tothe digrict hedth depatment.

In Sindh, the provindd government isarurd-urban codition, with the urban group comprisad of the
MQM, which boycotted thelocd government dedtions, and the rurd group consi sting of acodition of
anti-PPP pditicd paties. Theprovindd government’ s hostility toward Karachi stems primarily from the
MQM, which has longbean arivd of the district nazind s paty (the Jl). In Kharpur thetensonis dueto
thedigtrid nazini s bangfrom the PPP. The naz meen of Khd rpur and Karachi, who bdong to oppostion
paties, have complaned about transfers of district steff made by the provindd governments without their
authori zetion.

dnce local governments acrossthe country facevery diverse stuaions (Qadir: 2003), some
variance in implementaion was not only inevitable but also welcome. T urning aconstructive
blind eyeto ome of themore marginal differenceshasprevented need ess federal-provincial
conflid, and has garted devoluion along apah tha will be of draegic value inthefuture—
where basic principles arerecognized and enforced, but where inthe deail, local ingtituions are
tailoredto local circumstances.
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3. Service Delivery and Devolution

FRAMBWCRK USED

Devoluion changesthe accountability relaionships andtherelaive importance of various
actors—most notably politicians and policy makers—associaed with sarvice delivery, as cag by
the 2004 World Development Report (World Bank: 2003).2° The gudy focuses on the capacity
and incentives faced by nazimeen for making serviceswork & thedistric andTMA level.
Whaeher the incentivesreally will inturn lead to beter servicesin hedlth, education,
infragructure, and accessto jugice across local governments remains an empirical question.
Cross-naional dudiesfind no clear evidencetha decentralization hasledto beter governance
and improved service delivery (AZfar: 2002; Blair: 2000; Smoke: 2001) 2’

Figure 4 summarizesthese assumptions in asmplified framework for thinking about the prospedt
for making services work under Pekistan’ s devolution, centered on the nazmeen andtheir senior
gaff. The question is how to improvethe sarvicesfrom the provider to citizens.

Figure4: Key Incentives in Devolution . .
9 & The incentives and

capacityto make
| Provinces | ivol Icl;etsI Omr/]o(r;;]ugeder
grouped under two broad

Provincial efficiency

ives headings.
- Firg, thereisthe s# of
Nazi meen and incentivestha might
senior gaff make nazmeen want to

see service delivery
ice Managert ower improvementsfor

citizens & reasonable

| Citizens/clignts [—=ctrentpowe—> [Providers | | cost Aswill beseen, in
- -

a context of indiredt
elections for nazmeen
and complex
intergovernmental
relationships and political career pahs, it isfar from self-evident that service delivery
improvementsforthe poor will be a priority forthem. Nazmeen must be influenced by citizen
power, intheform of “wice,”? o that they havean incativeto direc those providersto achieve
service delivery improvements (although as Figure 4 illustrates, this assumestha they arein a

SN~ o -

The 2004 World Devd opment Report (World Bank: 2003) presents an accountebility framework focused on
servicedelivery. Atits simplest, the WDR sets out an* acoountabil ity triangle,” where the nodes represent actors
(citizens, pdlitid ans/palicy mekers, serviceprovidersdepartments) andthe ddes represent accountabil ity

rel ati onships (voi ce, conpact/ management, client/power). The approach inthis paper tekes theseprincipal -agent
rel ationships asgiven, and does not seek to rerunthe argumentstha are well set out inthe World Development
Report. The approach here essertidly converts these rd ati onships into qualitaive checklists or sesofincentives.
Some studi es are more sangui ne about the inpact of local governments. For exanpl e, in Boliviait gppears tha
devolution has resulted in changes in investment patemsin the country, putting agregter focus on educeion and
water and sanitation, as well as to amore geogragohically equitabl e di gribution of public expenditure (Faguet:
2001).

“Vo geisthe rel @ionshi p of accountabil ity between citizens and politi cians, the range of measures through which
citizens expressthar preferences and influence politicians” (World Bank 2003).
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postionto drect thebehavior of the g&ff tha providethe services—mativaed nazmeen with no
ability to dired their front line staff will not be ableto improve services). Voice must be
accompanied by provincial efficiency incentives, sotha sarvice-delivery improvements ae not
amply obtainedthrough inaeased pending.

Second, therearethe incentives on those who providethe services—for example the gaff of
schools and clinics—so tha they also want to see improvements. This mativation can be provided
through managerial power, ensringtha thenazmeen and senior gaff have athority over the
front lineworkersor, again, through citizen power (thistimein the form of “ client power”)
providing patential servicerecipientswith somedired meansto have an impad on the condud of
serviceproviders

Table 6: Key Incentives in the Devolved Structures

. Hard budget anstrants
'% 323 Budgetary certainty Pradi¢abl etransfers
B : . Autonony in prepai ng thedevd opnent budget
g 2 e Erﬁoc&wtomny N preparing Autonony in prepani ng thenon-sdary recurrent budge
33 Autoromy in prepaing thesa ay budge
B E Tg Buoyangy and patency of taxes assigned
c 2 Incertives for locd revenue-raising | Clarity of revenue ass gnnents
S .g D Additiond incentives for revenuerdasng
o) ; ; ; Publi c assignment of credit or bame
g 9 §_ ) ggl;gors motivatedto lisento Congrants on the subgitution of privategoods for
‘é’ s public ones.
e § ; Thepull fromcouncilorsis Pditica |egiti mecy of coundlors
- O ;trgigr;]ercéhm that fromthe Incertives for provinces to intevenein the districts
Autonony in prepaing thesd ary budgd
Locd cortrd over the establishrrent
Steff workingin thedigria are Locdly determined recruitment
enployed by thed drid Locd determinaion of career paths
L ocd menagerent of perfor mence
n Autonony in pay policy
2 o) Nazim input into the performence eva uaion for the
S 2 DCO
g_ % Nazimean authority over senor Crediblethreat to transfer the DGO
® 5 staff Naziminput into the performance evd uion for the
Q2 D DPO
% 8 Digrict poli cing pl ans approved by the DPSC
2 = Acoourts Conmittees
S Monitoring Comnittees
8 Externd oversight Digrict Public Safety Comissions
2 Villayeand Neighborhood Coundls
g Insaaf conmittees
c Adeauaenunbers and ills
- Adequate depl oyment of stalf Adaudetechnicd sanction powvers
Depatmentd Giievances Readressd and Conrplant
=5 Citizen d spute reolution Cdls
bz CitizenPdiceLidson Commitiess
0o Comnunity menageent of Citizen ConTrunity Boards
facilities Schod Manajement Conmittees
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EARLY SGNS CF CHANGING INCENTIVESFOR NAZIMEEN AND SENIOR ST AR

Provindal Efficency Incentives

The gudy assumestha devolution would be providing digrid and tehsl nazmeen with gregter
incentivesfar ficiency in fiscal management if it achieved postive movamernt inthreekey
categories
e Budgetary certainty—the degreeto whichthey mugt livewithin hard condraints and the
predictability of thebudgetary tranderstha they depend on;
e Autonommy in prepaingthe budget—specifically the development, thenon-saary recurrent
and the salary budgets,
¢ Incativesfor loca revenue-raisng—thebuoyancy and patency of taxes assgned, the claity
of revenue assgnments and athe incentivesfor revenue raisng.
The dficiency implicaionsof budgetary certainty and autonomy have been well sudied. Most
local govanments are financed in large part through intergovemnmental transfa's, which can lead
to problemsof macroeconomic ingahility if local governments do not face a hard budget
condraint. A sysgemof trandea's creaesadisconned between expenditure andtaxation,
encouraging*” freeridng’ behavior—specifically, there areincativesto ove gpend as citizens of
other juristictions are paying pat of thecods of local programs?® The inadeguacy of hard budget
condraints can aso leadto unpredictahility inthe flow of resourcesto local govermats, thus
reducing therr ahility to plan and manage resources eficiently and undermining operaional
performance (World Bank: 1998). Gven hard congrairts, it isalso importat thet local
governmentshave autononmy to manage expenditures 0 asto increase incatives for efficiat and
effedtive use of funds.

Whilenaot aswell gudied, in additionto problems of overspending, intergovanmental trandfers
can dso lead to inefficienciesin the quality of local govemment expenditures The logicissmilar
totha discussed above—since cogts ae bome by dgant taxpayers local citizenshavefewer
incentivesto monitor public expenditures andthe services produced by the local government 3

Budgetary certainty
Hard congdraints

Fiscal trandersrepresent alarge praportion of revenuesfor sub-naional govemmantsin Pakigan,
thereforepatentially magnifying the perverse incentives creeted by soft congraints or
unpredictability implicit inthetrande's. Two arangements can underminehard condraints—
negatiations over the size of thetrandfersand deficit financing. While in principle fiscal flons
have becomeformula-based (PFC awards), in pradicethey are sgnificatly discretionary and
subject tothepoliticsof province-didrid relaions Discreion isincorporaed within the awards
in vaiousways Inthe NWHP PFC Award, the divisble pool is defined after deducting the
province’ s“ obligatory” expenses (including delt servicing, pension, subsdies and charged
expenditure such astha fortheassembly andthe governor) andthese can beinflaed at any time

2 For exanple, thelargeliteraureon the* flypaper effect” analyzes theincentives for local pending fromlocal ly
generaed revenues as conrpared to thase fromintergovernmentd transfers. Enrpiricd evidencesuggests tha
incresses in (nonmetchi ng) grants fromhigherleves of government trand ateinto gregter increesesinlocd
governirent expenditures than do equiva ent increases in locd incorres (Hines and Thaler: 1995). One gudy found
tha decentrali zati on based on intergovernimentd transfers tends to increase the s ze of thetata governnent sedor,
while decentrdization basad onincressed local taxes does not increasethe puldicsector (Burki, Perry and

© :%i_ginger: 1999). Seed 0 (Rodden, Eskdand and Litvad: 2003, Shah and athers: 1996).

id.
Thereis oneevidencetha user charges can dlicit greeter acoountability fromthe stateand i nprove sewvices
(World Bark: 2003).
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sncethey are nat based on a predeteamined proportion of the Consolideated Fund. Thee arein
addition many deductions from the provincia pool before devel opment expenditures ae allocaed
in acoordance with the PFC indica ors-based formula. T he province then allocates theremaining
funds between non-salary recurrat and development funds. Further mandatory deductions are
then made within each digrid.

While,this degree of provincia control isunique to NWHP, in athe provincesthetrand e of
sariesto digridson arembursement bes s through Account | further reduces the proportion of
thetranderstha are formula-based andtheeforepredidable.

Box 9: Gamesmanship in Salary Transfers

The aurrent arangements for transfaring sdai es on thebasis of adtud st in pogt, rathe then through a
formulabased transfer, invite gamesmanship inbudget preparation. A key dement of the 2001/02 budget
process was to define an initid schedule of establishment for the new district governments. Thisbudget
contained the staff sdaies for the actud number of employees working in the digtric. Thisstaff strength
(both actud and sanctioned) wis intimated to the provindd government by the Accountant Generd Punjeb
on the basis of dataprovided by District Accounts Officers and the Finence and Planning office of the
district government. The provindd government (Finance Department), however, placad greaer waght on
information gathered through the DAO. Because this information was incompleein respect of Bahawa pur.
the sendtioned strength of staff given in this budget, espeddly of devolved departments, was much less
then the actud working strength. Onthe other hand in Fa sd abad the DAO antidpating thet the sdary
transfers would be basad on the actud number of employess st the actud staff figures equd to the
sandtionad strength of the distridt. Since the DAO was dso hddingthe post of DO FOP, hewas adleto
come up with matching figures from both sources. T hisfigure was accepted by the province dueto
shortage of time and lack of information to authatticaethis daa

AsTabe7 shows mog funding for local govemment isin effect negatiaed. The proportions
tranderred on aformuabass are quite modest. T hetable shows that the propartions of the
Provincial Consolidated Fundtha ultimetely aetranderedinthisway aretrivia (lessthan 8
percat inal provinces). The formula based proportion of de fadto trandfers(tranders made in
pradice rangesfrom 71 percent (NWHP)to 17 pacent Punjab. However, thisis a omenha
mideading figure as NWFP and Sndh do nat, formally, trandfer fundsfor salaries asthese ramain
in acoount 1. If theproportion istaken from de juretrandas—thetranda's mandated by the
LBOs—then all provincescomein & around 20 percent or less.

All negatiated revenues provide opportunities for gamesmanship, basing currat policy decisons
ontheir likely impad on future resourcetrangers, raher than on their merits.

Table 7: Proportionsof Total Funding Tranderred to L ocal Governments on a FormulaBasis

(Rs. million)
Province Provincia |Loca government revenues (excluding own Formula based trand ers
Conslidated sour ce)
Fund (PCF) | salary Non-salary Development GST? (% of PCF % of de % of dejurd
facto trand ers®
trand ers’
Balochistan 36,750 6,64 1,380 3.76 20.74 17.18
NWFP 55,458 | 12,183 1,093 867 799 353 71.04 13.12
Punjab 177,235 42,600° 8,259 6,657 4.66 14.36 14.00
Sindh 104,785 | 20,644 2,476 5717 5,500 7.82 59.83 23.86

Note: Formul abasal transfers are shaded.
a For Sinch and NWHP, GST waspaid out to distrids, TMAs and UAsfirst to meet basdine shares and then
addtiond funds wered gributedto new units. Punjab paid GST to TMAs and UAs d one, first to meet baseline shares
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and thenon popul gionbad s to new units. In Balochi gan GST was distri buted on fornul abasis andwas used for
financing loca devd gprrent as wel. No transfers for capital budge were mede othetwise

b. Defacto transfers are defi ned as payments fromprovinces to loca govemment that are mede to the account of the
didrict orthe TMA—thatis, they are genu netransfers as they are nond apsing and within the re-appropri ati on
authority of thedistrict or TMA. In case of Sinch thedefacto transfersincludedevd oprrent funds, althoughthey were
mede avail ad e through account |, because budgetary autonorry wasgiven to LGs

c. Dejuretransfers arethose that are mendated by theL GO. For NWHP and Sindh, dejuretransfers are cons derably
larger thandefacto as sd ai esshou d betransferred viaAcoount |V as spedfied in theL GO, but in redity arenot.

d. Punjab transferred Rs. 50.9 hillion in revenues todistri cts as lunp suns without spedfying sdary, nonsaay, and
deved oprrent dlocati ons. Non-sa ary and devd gprrent al ocetions were formul a-based distri ct shares whil ethe sdary
transfers werein accordancewith higoricd basdine, athough i n sonme cases negati ded increases weregiven.

e. No disaggregationis possibl e fromthe budget data, howerer, theDevolved Service Déivery 2showstha Rs. 42.6
billionwere bodked assd ay and non-sdary expenditurein FY 2003 in the 34 distri cts and hence the developrent
expend tures canbe ca cu ated.

Source: D2, based on 2002/03 revised budget esti netes.

The law requirestha no local governmeant can passa deficit budget. Although T able8 showstha
mog local governments are maintaining balanced or surplus budgets thee are afew notable
exceptions TheKarachi digrict council passed a deficit budget for FY 2003/04. Thereason given
wasthd, due to the pressure from councilors during the budget sesson, the development
alocaions assgned tothe discretion of the individual councilorswere increased without properly
cacuatingthe impaa onthefiscal balances. Asaresut a deficit anountingto approximaely Rs.
30 million was passed.

TMA Lyari had dso passed a budget in deficit for FY 2002/03. Officialsclamedtha they had no
option, having inherited excess 2 &f duringthetrangtion without theresourcesto pay their
edablishmat cogs (pecificaly, exablishmat cos were Rs. 136 million whereasthetota
edima ed receipts were 120 million). Whilethe TMA did nat need such alarge g4, it did nat
havetheoption of firing them.

Table 8 Medting the Balanced Budget Requirement TMA officias aso claimedthat
District TMA 2001/02_| 2002/03 | 2003/04 | thetwo unionswiththe maximum
Digtrict KillaSafulleh — Bdance — revenue potential had been
District Karachi Surplus Surplus | Defidt devolvedto an adjacent TMA,
District Bannu Surplus Surplus | Surplus and they had referred thematter to
District Bahawd pur Bdance Bdance | Bdance the Loca Government Boardto
District Khairpur Surplus Surplus | Surplus no avail. Smilarly, TMA Kat Diji
District Faisal{;bad Surplus Surplus | Bdance indgria Khairpur hes passed a
TMA K|IIa_SafuIIah — Bdance — deficit budget for thelast 3years,
TMA Mudimbagh Surplus | Surplus — again primarily because of a
TMA Lya — | Defiat | Surplus mismatch between egablishment
TMA Bannu | — | Suplus | Surplus costsandthe TMA'’ srevenue-
TMA Bannu |l Surplus Surplus | Surplus raising patertial
TMA Bahawdpur City | Surplus Surplus | Surplus '

TMA Yazman Surplus Surplus | Surplus . .
TMA Kot Dijj Deidt | Defigt | Defidt quo'tem.e %mera”yuegcofagng
TMA Fasdabad City Surplus Surplus | Surplus pIaure, this udy coudno

TMA Jarawdla — Surplus | Surplus ascertain whether local
—Notavalade. governmentswere adopting
Source: ADB/DfID/WBDSD Daasd 2. realigicrevenue edimaes The

posshility of artificial targetsfor revenueto ensure balanced inctomeand expenditure edimeates
could nat beruled out. It will be important for thefutureto evolve sydemsto integraeincatives
onmedinglocal revenue targets
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PreddabeTrandas

Gven tha trandasinclude aggnificant amount of discretion, thereisarea posshility tha they
will vary sgnificantly ove time meking it difficult for local governmetsto predid their
resource envelope Withina givenyear, however, thedatasuggest consderable predaahility in
thetrandersa the digrid level. Inmog cases digriasreceived dightly lessthan was budgeted

(Figure5).
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Figure5: Predictability of Province-District Transfers, 2002/03
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Predidability overthemediumterm can be encouraged by citizen oversght of theaward process,
initialy hampered by poor underdandingof the besis of theformulae inany of thestudy digrids
or TMAs. Wherethae were changes mid 4ream, nat al sekeholders were automatically
informed. When the basis of the formulae isnot well understood, it isdifficult for observersto
Oeted the unpredictahility urtil afterthefadt. The LGOs provide for public oversght of trandas,
but implementing mechanismshaveye to beput in place (Table 9).

Table 9: Arrangements for PublicOversight over Tranders

Kind of instrument Method of publicdissemination Public Domain
Monthly transfers Noatified by Finence No
DAO staemants Communicaionintend to AG No
Monthly acoounts Communication irternd to AG No
State Bank orders Communication irternd to BBP | No
or SBPtoNBP
PFC Reports For PublicInfo (Y & to be To bedeemined
formul ated)
A requirament unde the LGO
District Acoounts Reports For submisson tothenazimand | To be deemined
placement before the coundl (Yet
to beinitiated)
A requirement unde the LGO

Enhanced autonomy in preparing the budget

Background

It isdifficut to daermine whethe local governmentshave autonomy to alocate fundsin
responseto local needs. Expenditure assgnmants arenot the same as expenditure autonony snce
much spending at the local level issa by policy conditionsimposed by thefederal government
without necessarily refleding local government’ s own policy choices

Intheinitial year of devolution, in all four provincesthebudget was prepared by the provincial
Finance Depatment and sentto the dsridsfor adoption. For example, in Bahawalpur the digrict
government hadno timeto go through the FY 2001/02 budget. The Finance Department allowed
only 5 daysto examine and passthebudget, leaving ddria authorities no choice butto adopt this
budget withou amendmat. By FY 2003/04, all didriashadpreparedtheir own budgets In
Faisalabad, the budget was submittedto the digrid council that made anumber of changesto the
alocaions In addition, enhanced powers of re-gppropriaion and reallocaion & the local level
allow governmentsto reprioritize batween different heads of expenditure wherenecessary.

Inpradice thedigriasand TMAsreain very little room for manewer in maekingor anending
their budgets. Despitethe vay few ga utory limitaionson the local govemments, aplethoraof
natifications, indruaionsand operaional pradices allow provincia Departmentsof Financeto
reach degply into the local budget-méking process. For example, NWHP in June 2002 prescribed
targasfor goportioning development funds among seaors, Punjab in June2003 natified
minimum proportions for maintenance and repair alocaions, while Sndh exercised control over
development shares by centralizing sage-by-4 age disbursement of funds for shemes.

Despitethemany rigidities andtheextensve earmarking of recurrent budget fundsandthe
equally frequent capacity problems, ownership of the budget processisincreasng. For example
the Sndh LGO requires detailed scrutiny and recommendetion to the Council by the Budget
Committee. InFY 2002 and 2003, in both Karachi and Khairpur, thisreguirement was me.
Smilarly, the Sndh and Punjab LGOs require tha there isauthentication of the Schedule of
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Expenditure by thenazm. While Karachi or Khairpur did nat medt this requiremant in FY 2002,
Khairpur conformed in FY 2003. Bahawa pur also passed mugter in FY 2002, and, along with
Faisalabed, in FY 2003.

Autonony in prepaingthe development budoet

Vertical prograns arethemain condraint ondisriad and T MA autonomy in preparing the
development budget.

Box 10: Vertical Programs

Vaticd programs represant the dlocation of funds by federd or provindd governments to paticular
programs that might aherwi se have bean left to the disoretion of locd government. In these programs
planning, budgeting and often even implementation raman centrd fundions.

Broadly, veticd programs are of two kinds. Some represant federd or provindd government actions
that smply hgppen to belocated inthe province or locd government—with no fiscd rddionship to the
provindd or locd government and no placein itsbudge—and as such are smply deconcentrated
expenditures from the higher-levd government.

Cthers entall some dement of fiscd transfer to the province or to locd government outside the
mainstream mechanisms.>* As such, they represent aspedid case of conditiond grants to provide
inoantives to buildinfrastructure or carry out savice ddivery. However, wha mekes them vaticd is
that (i) the trandfers are conditioned on inputs—effectivdy removing them from thelocd government
budget preparétion and planning processes and (ii) the grants establish new expenditure control s that
effectivdy place them outside existing accountability arangements. In dfedt these are dd egaed
expenditures, with dl control remaning withthe higha-levd government. Thislater type of verticd
program can be ongoing or onetime, spedfic-purpose grants.

In redity many programs ental acombination of these componants. In the spectrum, most verticd
programs are those that remove responsibility for planning and operationd design, budgeting and
finand ng and expenditure control from the red pient subnationd government.

As deconcentrated or dd egaed expenditures, veticd programs are distind from fully decentrdized

expenditures, which are made with the full budgetary authority of subnationd government and
monitored using gandard account ahility arangements. T hese programs are discussad in more ddal in

the third volume (Annex 2—Technical Considerations).

Each provincia government hasprovided Szable fundsfor schemesto be identified by the
MPAs Inthe case of Baochigan, these dlocaionswere explicitly financed by withholding
dgrict developmat budgetsand a 27 percatt redudtion was made inthe Provincia Allocable
during thefiscal year3® Although MPAshavebeen directedto seek schemeapproval through the
Digria Development Committee this aoccommodation has continuedto confuse responshilities
and accountahility for efficient use of reurces. In Sndh the MPAs areallowed to seek goproval
of their projedsa theprovincia level if they so dedre, effedtively Sdelining any prosped of
integration with local planning.

%2 Thefour conponerts of the meinstreamfederal /provincid transfers are:
(& Thedivisblepod provides revenue sharing;
(b) Straight transfers represent thereturn of resource roydti es, charges and exci ses after deduding afederal
coll ection feeto the provi nce of origin;
() Specid lunp sumtransfers are provided to NWHP and Balochi gan provinces for backwardness; and
(d) In 1999, afourth conponent was effectively alded tothe Award, the* Odroi and Zla Repl acement
Grant,” although inpracti ce thetransfers of the 2.5 percent GST began only fromFY 2002/03.
% TheProvincid AllocableistheProvincid Consolidated Fund net of theProvincid Retdned and the distribution of
GST.

33



Often thevolumeof funds channeledthrough vatical programs dwarfsthe digrid’s own ADP
for particuar sectors(T able 10). Although figures are incormplete, in genad it gopearstha more
than half of the ADP isunder theeffettive control of thefedera and provincial agencies
cortrollingthe vatical prograns This pradtice underminesthe sovereignty of local governments
in planning the development of their digtrids accordingto their own priorities. Vertical programs
frequently result in duplication of invetments by province andlocal athorities Of gregter
concen istha oncecompléeed, these programs off-load recurrant costson to local budgetsthus
reducing further resources available to councilorsto alocaeto local demands They digort
relations between local service providers—adminigraors or agency personnel—and councilors
by reinforcing vatical relaionswith higher govemmats Citizensfind it difficult to exert
pressure for beter performance from service providers because they can exercise only weak
accountability over centrally controlled progran managemat units. Finally, and mog critically,
inthepresat circumstances, vertical programs feed a clear ambition of federa andprovincial
legdatorsthet they will, onacontinuing bassbe able to use loca sdary, Saffing, resource
alocaion and development contrading as prime sourcesof political patronage.

Table 10: Vertical Programs as a Percentage of the District ADP

2001/02 2002/03
Total VP Recurrent| District |Total VP
o Recurrent | District | Outlay |VP as%| Budget ADP | Outlay |VP as%
District Budget (Rs.) |ADP (Rs.)| (Rs) | of ADP| (Rs) (Rs) | (Rs) |of ADP
KillaSafullzh 202415 — — 167.858 | 71785 | 23.424| 32.60
Karachi 7275.90 | — — —  |11631.190| — — —
Bannu 520.296 | 131.899 | 51.118 | 38.80| 586.936|189.727 | — —
Bahawd pur 1368.917 | 239.008 | 177.781 | 74.40 | 1486.218 | 462.888 | 281.669 | 60.90
Khairpur 1637.953 | 293.522 |145.855 | 49.70 | 1637.953 [192.000 | — —
Faisd ebad 2630.754 | 164.927 | 150.000 | 90.90 | 2630.754 | 710.000 |358.697 | 50.50

— Not avdlale.

Note: Theverticd programsinduded are: KPP; SAP; ESR, President’ sProgramfor Education; DERA; DIMRC,
Governor sPriorities.

Source Digrid Budges.

In additionto the vatical programs, someother practiceslimit didrid aitonomy in relaiontothe
development budgets. T he largethrow—f orward of unconmpleed developmet schames means
thet if the funds for ongoing schemes aretrangeredtothe local govemmatts, the requiremat to
completetheongoing schemes mekes digria governmentsimplied conduits for implementing the
priorities of the previous sgup and leavesthem little leverageto implement projeds and
programs based on their own priorities. The scale of thethrow-forward problem is difficult to
cacuatefrom available data However, gventha from FY 2003/04, local governmentswere
able to decide which schemes should be compleed, it may technically bepossble to address this
condraint, provided tha provinces accept the implied obligation to comple ethose schemesthey
regard as priorities.

Citizen GCommunity Boards a o represmt a check on local government autonomy in preparing
the development budget asthey resuit in ring-fencing of 25 percent, annually compounded, of the
development budget. They are discussed in more detail below. Arguably the price isworth paying
if they facilitatedeeper citizen engagement in planning.

The congraintson TMA budgetary altonomy aemore acute, largely because of gecific issues
in water supply and sanitetion. TMAshaveresponghility for both urban and rura aeas, and

34



while service delivery expenditures ae increasingly focusng on the urban, the genera trend of
equal sharing of capita invesmentsis now giving increasing sharesto rura aeas The lack of
clarity intherolesand jurisdictions of TMAs andtheprovincia wate and sanitaion
organizaionsis cresting some confuson. For example, Bamnu digrid isdivided intotwo TMAS,
Town | (ruradl) andTown |1 (largely urban). Town 11 is developing, opaaing andmaintaining
WS Sinfragrudures, but its rural neighbor does nat havecontrol over water and sanitaion.
Ingead the provincial department looks dter the sedtor. At the sametime because the local
development resources in thetwo TMAswere diced up amongthe councilors, only very small-
scale schemes such asbore wells or lining of dred drainswere posshle.

Autonony in Preparing the Non-salary Recurrent Budoet

Recurrent budgetswere prepared during thetrangtion yearsthrough the unbunding of provincia
departmenta budgets. The local govemmant s areexped ed to followthe same patem for thetime
being. With resridions on the number of postions and the wage hill, local governments can do
little with therecurrent budget beyond adjugting thenon-salary allocaions. Furthermore,
regrictionsonwhat local govemmants can do withthesalary budget in effect result in
earmarking alarge share of thenon-salary recurrent cosgsof the daff that thelocal governmaent
might atherwise nat retain (for example, eedricity, rat, and heating of officesoccupied by
gaff). Among futhe redridionsis eamaking in preparaion of thenon-salary recurent budgets
in NWFP and in Punjab* T hetrandfers from these provincesto distrids and TMAs are
predefined by indicative proportionsto be alocaedto each sedor. A key difference isthd these
indicative proportionsare enforced in NWHP, but in Punjabthey were offered la e in the budget
cycle and have been compleely dsregarded in pradice.

Unlikethe didrids, TMAsreceive mog of their funds as genera-purpose grants out of which
councils meke salary, non-salary and developmant allocaions. Because of theprovincia controls
on edablishmat in effed, the non-salary and development budget aretheonly agped of
expendituresove which TMAs have gopropridion acthority. Tade 11 sowsthd, typically, this
gvesthem aitonomy over some 60 percent of their revenues or some 50 percat of thetatal
resource flows.

Table 11: Proportionsof TMA Budgets Availablefor L ocal Determination

(Rs. and %))
Payments
Total madefor [Transferswithin the gopropriation|
Revenue Salary PHE staff authority of TMAs
as% of total
TMA (Rs.) as% of revenues®  resour ceflows”
Lyari Town 372,930 158,000 102,957 58 45
Kot Diji 25,645 14,048 2,733 45 41
Jaranwalla 266,147 38,022 14,520 86 81
Faisalabad 1,120,991 352,100 228,304 69 57
Bahawal pur 194,755 86,218 47,600 56 45

a. TMAs have appropriaion authority over theirnon-sd ary and development expenditures.

b. Total resource flows to the TMA ind udethe ra mbursement mede for PHE staff. Non-sal ary and devd oprrent
expenditures are shown here & aproportion of tatal revenues plus PHE ré mbursements.

Source ADB/DfID/WBDSD Daasd 2—from2003/04 budget egtimetes.

% Thisrefersto 2001/02budges. No dataare yet avalable on i nplementaion of the 2002/3 budgets.
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Autonomy in prepaingthe sdlary budget®®

Local govemmats have particuarly limited freedom in preparingthe salary budget. Neither local
nor provincia govemments areade to dderminepay scales, which ae defadto st athefederd
level. In addition, asT able 12 indicates, in Sndh and NWHP, salariesaretrangaredthrough
provincial Accourt | rathe than the dgrid-controlled Account 1V. T he digrids must seek
approva fromthe province (viatheprovincia Digriad Acoounts Officer) for the releaseof the
fundsfrom Accourt | fortheir salary paymants. Thus, the salaies effedively aregill paid from
the provincial budget > Smilar ambiguitiesexist & the tehsl or taluka level, but the number of
gaff affededismuch srdller.

Table 12: L ocal Government Control of Accounts, by Province

Province Salary Non-salary Recurr ent Deve opment
Bdochigan Aooount 1V Aooount 1V Aooount 1V
NWFP Acoount | Account 1V Account 1V
Punjab Aooount 1V Aooount 1V Aooount 1V
Sindh Aooount | Aooount 1V Aooount |

In addition to basic concems about distric capacity, provinces may be reludtant for severa
reasonsto trander digrid salaiesvia Account 1V. Frg, no objedive, needs-based formula has
been devised to ensure digribution of salariesin waystha gpproximaethe current expenditures.
Second, intheabsenceof reliable employee databases, tranders based upon the number of
sanctionedpogsruntherisk of over-fundingthose digridsin which many postionsareunfilled.
Third, the provinces ague tha tranderring salariesthrough Acoount 1V presents apotatial cash-
flow problem. The currat arangemernt effedively allows theprovinceto pool the digrict
budget s until they are disoursed, providingthe government with sufficiat balancesto cove the
shortfallsaisng from irregular receipts from Federal disoursements thereby obviaingtheneed
to borrow.

However, the present arrangement places the largest part of the budget outsde the control of the
ddrict govanment. The digridsae unableto reallocaeresources or changethe compostion of
the workforce. Once salary budgets are paid through Accournt 1V, the dgrictswould, according
totheL GO, be able to s8led moredf onetypeof gdf or kill and fewer of anather. In practice,
the provincesmay retain control overthecreaion of new sandioned postions, but the digrids
woul d be empowered & thelead to reallocate any gaffing savings®’

Evenif, inprinciple, the salaries budget could be prepared relaively aitonomoudy by loca
governments sructurd rigiditiestiethehands of loca govemmaents. Organizationally, they are
required to maintain a sandard set of offices, which automatically carry overhead charges, and
changing gaff compostion isdifficut giventhe naure of theoccupaional group sygem.

% Nodaaareyet available oninplementation of the 2002/3 budgets. Thefollowing analys s thereforerelies on
2001/02 budges.

Thisisin mntrag to theprevious enployeesoftherural digrid coundls who are paid fromthedigrid budge
through Acoount 1V (or the Locd Fund where this hasnat yet been merged with Accourt 1V). It seems that even
when sal ari es are transferred through account 1V, therewill not be any changein the reponghility for future
pension liahilities.

The Govemment of Punja has begunworking on thisissue. The proposd hasbeen mede tha whereadigria
identifies astaff saving/redundant pog, the enployeewill be sent to aprovincid surplus pool for anew poging—
possibly to anather district. Digriaswill receive aproportion of the saving, athough theprovince will reain a

hi gh proportion, as they will haveto continue payingthesdary.
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Incentives for local revenue-raisng

Backaround

Asnated earlier, heavy dependenceon intergovernmental trandfers can lower the quality of pubdic
expenditures. Arguably, the disconned between expenditure andtaxation can reduce the
incentivesto monitor public expenditures asresources ae olledted from digant taxpayers not
likely to be usng the services produced by the local govemmat. Incativesfor local revenue
effort arelinked to the buoyancy and potency of taxes assgned to local government, andthe
clarity of such assgnmats Effort will be deterred if thee isno aedible comedionto likely
revenue resultsand if it isnat evident which level of govemmat isto benefit from whichtax.
Additionally, PFCs can provide further incentivesintheform of rewardsfor local revenue effort.

Buoyancy andpotency of taxes assgned

The 1973 Gongitution assgnsamog al taxeswith any worthwhile revenuepatatia tothe
federal govanment. T he exceptions arethe Agricuture Income Tax (AIT), Urban Immovable
Propaty Tax (UIPT), Matar VehicleTax (MVT) and Samp Duies Loca governmats tax
bases are assgned through the LGOs and nat through the congitution, andthereforetax
assgnment s between the provinces and local government can, in principle, be changed according

totheregquirementsof thetime.

Table 13: Revenueraising Authorities for L ocal Government

Digtrict Coundls Tehsil and Town Coundls Union administrations
e  Education tax. Locd taxon sewices. e  Feesforlicensing of
e Hedthtax. Tax on thetransfer of i mnovabl eproperty. profess ons ad
e Taxonvehidescotherthan Property tax on annual rentd value of vocgiors.
rotor vehicles. buil dings and lands. e Feeonsdeofaninals
e Locd rate on lands assessebl e Fee on adverti sement, ather thanon radio in cattle markets.
to land revenue. and tdevis on, and bil Iboards. e Market fees.

e Feesinresped of schools,
colleges, and hed th facilities
established or maintained by
thed grid govemment.

e  Feesforlicenses granted by
thed ¢rid govemment.

e  Feesfor specific services
rendered by adigria
government.

e  Collection charges for
recovety of tax on behdf of

the govemment as prescribed.

e Toll on new roads, bridges,
within thelimits of adigrid,
other than naiond and
provincid highways and
roads.

Feefor fairs, agricultura shows, cattlefairs,
indugtria exhibitions, tournaments and
other public events.

Feefor approvd of building plans and
erection and re-erection of buil dings.
Feefor licenses or permits and pendties or
fines for vid ation of the licenang rul es.
Charges for execution and mai ntenance of
works of public utility like lighting of
public places, drainage, conservancy, and
water supply.

Fee on cinemes, theatrical shows and tickds
thereof, and other entetainment.

Collection charges for recovery of any tax
on behalf of the government, Digrid
Government, Union Administraion or any
statutory authority as prescribed.

e Feesfor certification
of births, marriages
and deghs.

e Chargesfor specific
servi ces rendered by
the union auncil.

e Rateforthe
remuneration of village
and ne ghborhood
guards.

e Ratefor the execution
or mai ntenance of any
work of public utility
likelighting of public
places, drainage,
conservancy and waer
supply.

While dgrids have been givenrightsto raise additional revenues (T able 13), their tax base is
weak, and somedigria taxes and user charges are vay difficut to imposein pradice For
example, gventha thereisevery reason to subsdize education (asisthe casefor lematary
education, which isprovided freeof cog inevey province) and hedlth services, usngthe
education and heslth tax opportunities would be hardto justify 38 T uition (andather) feesare

3 Thereis someuncertainty herein the wording of the L GOs becausethese taxes are mentionedin the same clause
as other heads of revenue. The NRB is of the opiniontha “ educaiontax” and“ hedth tax” means earmerked taxes

for education and hed th services, and doesnot mean tax on educaion and hed th servi ces.
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dready levied on secondary® and tertiary level education. Snce relaively more affluent
segmentsof the society make use of higher education services thereisevery reasontoraionaize
user chargesfor tertiary education provided measures aretekento ensure poorer households are
not excluded asaresut. Tehsls have been assgned more buoyant and potert taxes, such asthe
Urban Immovable Propaty Tax (UIPT), whichis colleded by the dstrid andthen passed down
(minusal5 percent lledion charge). Thetehsls arealso assgnedthetrans e of property tax
and entertainment tax. Theprovincia professonal and callingtax, though colleaed by the
provinee, has been devolvedtotheunion adminigration.

Degpitethese difficulties inthesx dudy dgridsand their TMAS, wherethe council supported a
determined nazim encouragingtrends were emerging in own-sourcerevenue (OR) colledtion
(Figure 6 and Figure 7). An analyss of thereported revised esimaes for previous fiscal years
and projedions for the currat fiscal year show a general rise inthe OSR from 2002/03 to
2003/04 (notingthat therevenue figuresfor 2001/02 might be distorted by transtiona dfeds). In
Karachi, asapropartion of total revenue, OR has inaeased from 46 percent in 2002/03 to 48.85
percat in 2003/04 (Figure 8). A amilar upward trend isevident inthe TMAsvisted (Figure 9).

¥ Fromthe 2002/3 budget, Sinch has opted for free secondary education, which the Punjab government is sefioudy
thinking of repli cati ng fromthe 200304 budget.
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Figure6: District Own Source Revenue
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Note: Own sources are UIPT (15 percent); local taxes levied by districts; feesand user charges,
capital incame, suchasrecovay of loans; andrents from shopsand plazas.

Own sources exclude opening balarces.

Source: ADB/DfID/WB DSD Dataset 2—from 2001/02, 2002/03 revised estimatesand 2003/04
budget estimates.

Figure7: TMA Own Source Revenue
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Note: Own source revenuesirclude local taxes, UIPT (85 percent), rent, watr rates, deposit
money , retentionmoney, fires, and user charges, and exclude opening balances. While UIPT isa
shared tax,and not strictly OSR, the tax is classified as OSR under theLGO 2001.

Source: ADB/DfID/WB DSD Dataset 2—from 2002/03revised estimatesand 2003/04 budget
estimates.

Figure8: Trend in Own Source Revenues—Districts—as Propor tion of
Total Revenues
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Note: Asabove; total revenuesexclude opening balarces.
Source: Asabove.

Figure9: Trend in Own Source Revenues—T MAs—as Proportion of
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Asa percentage of total resources theupwardtrend in OR isless evident than in absolutetams
because tranders have al© inareased over the sametimeperiod. PFCs havelegidated higher
sharesfor local govemmentsin genad; where decreases have occurred, they are dtributableto
political skirmishes between the provinceand particular local governments. Trandersa
increased because of thetrander of GST, whichtook effedt from FY 2002/03. When these fectors
are conddered, the efforts being made by nazmeen and councilorstoinaease OR are quite
remarkable and catainly belietheaarmist concemstha incentivesto raise local taxes would be
overwhelmed by political imperaivesto do atherwise.

Whilethese are postive initigtivesto inaease revenue, sgnificantly greaer effort fromthe
ddrictsisunlikely because thetaxesassgned to themarencot potent and produce only asmall
shareof tatdl OR. Inthe 9x gudy digrids for exanple for 2003/04they range from 0.4
percat (Bahawalpur) to 49 pecent (Faisalabad) (Figure 10). Duringthe same peiod, however,
snce OR representedonly some 8 percent of total revenuesfor Faisalabad (Figure 8), the
contribution of local taxesto total revenuesrangesfrom O pacentto 4 percat. In dort, alage
tax effort brings only modest resultsintota revenue. For OR in genera andtax effort in
particuar to be dtractive propostions, buoyan tax itemsneedto be assgnedto local
governments. T he currat range does not provide much room for increase.
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Figure 10: Taxes as Proportion of Own Saurce Revenues, Districts

Figure 11: Taxes as Proportion of Own Saurce Revenues, TMAs
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a. Water charges are shown as revenues fromsal e of water.

b. The propetty tax a soind udes asharefromCGDK on local taxes, waer charges

ind ude recei pts fromcontractors.

c. WhileUIPT is ashared tax, andnat strictly OSR, thetax is classified as OSR under
the LGO2001.

d. Other own source revenues include income from dirty water, sd e of carcasses,
auction, registraion fees, interest, road cutting charges, refunds, sanitati on, sal eof
tender doaument, recoveries, renewal fees, refund of loan, sdary fromother contractors,
sal e of property andtrees, cinematax, timetax from public sewvice trangort venides,
profess onal tax, seweragetax, vehicletax, entry tax, building tax, cattletax,
advertisement tax, tax on birth and degth, wheel tax, consetvancy tax; light rates,
sanitaion and dranagerates road restorati on charge, disposd work charges,

devd oprrent charges, blood and bones charges, mai ntenance charges, service charges,
land passesd on charge, | atrine charge; murt fines, law-breaking fines rent of building,
stands, land, and shops

Source: ADB/DfID/WBDSD Déasd 2—from2001/02, 2002/03 revi sed esti metes and
2003/04 budgéd esinetes.
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Carity of Revenue Assgnments

Althoughthedgrid endTMA taxes are clearly assgnedin theory, adminidraive confusonsin
the collection arrangematsblur the assgnmeatsin pradice Non-tax receipts ae mandetedin
LGO asloca revenue, but theprovinces curratly oolledt non-tax receipts and put than in
provinae acoounts. For example in Sndh, whentheProvincial Finance Dgpartmert calculates
local government budgetary outlays, it includes non-tax receiptsin digtrid revenue but doesnot
tranderthemtoddrids

Adminigrative complexity ismog clearly evident inthecase of property tax (UIPT). In Sndh,
for example, wherethe province has control ove various asped sof tax policy, clledion is
meant to betheresponghility of the dgrict, while T MAs daermineraing aeas (Table 14). This
sharing of reponghility islikely to reduce the patertia for arevenue sourcetha could make up
aggnificant proportion of the fiscal gapinthe TMA budgets (Asan Developmat Bank: 2001).
For example, in June 2003 Sndh declared certain exemptionsto levying property tax,thus
reducing thebase for City Digrid Government Karachi and its18 towns, and drametically
affedingrevenue and operations. Snce digriadsgettorean only 15 percent of thetax, thereis
lessof anincativefor themto exert themaximum adminigraive éfort to colled it. Smilarly,
TMASs have lessened incentiveto declare new rating areas beyondthe earlier limited jurisdictions
declared urban under theprevious lans, asthey fear they would incur al thepolitical cogsfor the
action but nat rego al of the bendfits.

Table 14: Responsibility for Aspects of Rating
Levd Authority
Province o Dedsions on examptions

e Laws and regulaions on rating levds and methodol ogies
e Somedefato control on collection—through control of the dvil

s[avice
o Some oolledtion*
Digtricc Government e Some oolletion*
TMA o Raing aeadedaraion

* A policy commitment has been madeindl provinces to assign colledtion todistrids However, the
aurrent practiceis mixed.

User chagesinthesx digriadsrangefrom 0.2 percent to 80 percent of the didrid’ stotal own
source revenues (Figure 12 and 13).%° In generd, however, newtaxesand user charges remain
underutilized as patetial sourcesof OR increases. Loca govenments should be encouraged to
charge for some savices. By egablishing avighle linkage between the paying public andthe
quality of servicestha they vaue, such feesreducethelikelihood tha infragructure will suffer
from underinvesmean in operaions and maintenance.

%0 1n some cases thesenew taxes/user charges do not appear to be entirdy well thought out. For exanpl e, atehsil in

Kharpur decidedto useits development funds to buy real estate so sstoyidd afuture sreamof renta incone.
Notonly does this run counter to thegovernment's steted obj ecti ve of withdrawi ng fromareas of private sedor
expertise; the experiences of other countries d 0 paint to graveri ks in such anode of revenue generati on.
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Figure 12: Non-tax Recdpts as aProportion o Own Source Revenues, Districts
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Figure 13: Non-tax Recepts as aProportion d Own Source Revenues, TMAS
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Source: ADB/DfID/WBDSD Daase 2—from2001/02, 2002/03 revised esti metes and 200304 budget
estimetes.

However, the gudy digridsreveal anumber of exampleswhere jurisdictional confuson had a
negetive impac onthese incertives for colledion, because local govanmentsdo nat have
assurance tha oolledion will be deposited in their acoounts or ultimaely made available to them.
A caseinpoirt isuser feesin hedth. In Killa Saifullah and Karachi, no oupaiet depatment
(OPD) feewas charged, but ather receipts were deposted intothe provincia acoount. In Bannu
and Bahawal pur, the OPD feeand other user charges were deposited into theprovincia acoourt.
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In Khairpur, by contrast, OPD fees arecolledted and deposted in a joint account of thefacility
and naib nazm of the union council concarnedto be spent on small day-to-day requiremants of
the facility. In Faisalabad, OPD fee andathe receipts do bendfit thedigria asthey aredeposted
indgria accourt V.

In other cases, higher levels of government havethwarted local government effortstoraise
revenue. For example afte some union adminigraions resorted to the aolletion of tolls(andthe
defunct zlatax), the federal government reguired theprovince LGRD tove any new local
government tax plans. Despite someadvantages, that oversght patatialy underminesthe
independence or discretion of local governmernts.

Conaumersarewilling to pay for service andto co-manage services. In Faisalabad city, citizens
havefunded and congructedthe sawerage sysem and are o managing it. However,
juridictional problems generally prevat the effediveapplication of user chargesa theTMA
level. These conflid s arise partly because the Water and Sanitaion Agency, which isresponsble
for al water and sanitaion sarvices within the defund municipa corporaion boundary, covasan
areathat extendsinto ather city towns Theovelaps between provincial PHED regonshilities
and those of the TMA aso counte any incerntiveto mekethe fees effedive.

Box 11: Water and Sanitation Revenues

Significant collection ineffid endes in water rat e gopear aoross the country:
e Thereaeoollection ineffidendes in water and sanitation user charges, both for the TMAS and for

the un-devolved agendes. For example inthe Karachi TMAs of Gulshan-elgbd and Lyai, KWB
hes 1.3 millionregistered consumers of whom fewer than 0.25 million are paying water hills. As a
result only 19,6 percent of the potentid revenue of Rs. 1.3hillionisbang recovered. In Bahawd pur
digrict, TMA Yazmen raised Rs. 486,095 from water bills egaingt an expenditure of Rs. 1.7 billion

o Wae rates arenot uniform in theTMAS. In NWFP and Bd ochistan PHE and TMAS supdy water
inthesamejurisdicion a different rates. Even dter devol ution of PHE, in samejurisdidionsthe
differences parsist. For example, inJaranwa lamunidpa weter is supplied & Rs 12 pe month
whilethe neMy devolved PHE sydems charge Rs. 6 par month.

e Dueto high expenditures and low collection efidency, huge arears have accumul ated on acoount
of dectridty dues and become amgor burden on TMA budgets.

Thejurisdictiond issues surrounding the devol ution or non-devol ution of PHED exacarbate these
oollection problems. For example inthe Bdochistan TMAs of Killa Safullah and Mudlimbagh, the
PHED is providing Wae Supdy &Sanitéion savices indegpendently of the TMA. The conssquenceis
that wate bill recovery from domestic consumeas is very poor, withinthe range of 10-15 percent
contragting with 80-90 percant for commerdd consumers. Domestic consumers are charged Rs. 60 per
month while commerdd consumes are charged Rs. 260 par morth.

Addtional incentives for revenue raisng

TheinterimPFC awardsin Sndh and Punjab do seekto crege ome incativesfor increased
revenue generaion fromthe existing range of taxes and charges. For ingance, in Sndh, dgrids
will be given an additiona alocation in accordance with effort expendedin colledting digrict
OR. Thepolitical calcuation involved in revenueraisng gauges whether the credit for services
funded outweighsthepolitical codsetailed. Oveadl, the resuits of the calculation are clear.
Complex and uncertain adminigraive arangements d scourage extra revenue dfort, and,
although empoweredto levy newtaxes no digria or TMA has done 0.

The Government of Punjabhas provided some incentivesto the TMAsfor codt recovey in wate
and sanitation by waiving eledricity areas, loansliablities and penson liahilities provided cost



recovery coud mach the expenditureon water supply sygsems** The consequenceistha, in
Jaranwalla, for example, the wate rate had been increased, and eff orts were being made to bring
the rural weter rae of Rs. 6to par with the urban water rae of Rs. 12.

Citi 2n Powe (Voice)

A central puzzle analyzed in the World Development Report 2004 (World Bank: 2003) iswhy
democraically elededpoliticiansin developing countries wherethe median voter islikely to be
a poor peron, often have little incentiveto provide servicesthat benefit the poor. Ingead of
focusng on pro-poor saviceslike primary education and basc hedlth care, politicians aredriven
by clientelepressurestha shift public spendingto ca e to ecial intereds and coresupporters.
For example, ingead of improvingthequality of teachingin primary schools, politiciansare often
moreinteresedin allocaing scarceresourcesto condrudion projeds andthe salaries of
overgdfed public adminigraions

InP&kigan, amilaly, it isoften notedtha politicians seem disinteresed not just in pro-poor
policies, but dso insociadly progressveor dable policiesin generd, prefaringto alocate
resourcesin afashiontha ismore &into persona invesmats Theorthodox ansner to this
behavior isfeudal politics—thd is the influenceof large landords andtribal eldersin rural aeas
alegedy trandormsfree eetionsinto akind of thed e, in which locd vatas meaely praendto
exercise independant discretion. Unguestionably, local power reldions areimportat everywhere.
However, recent sudies of eleatoral behavior argue tha Pakigani politicianscare agred dedl
about voter damands (Wilder: 1999; World Bank: 2002). For example one sudy notes

Voting behavior isincreesingy being influenced by vater concems over local issues such
asassgance in thana-katcheri (police gaion and couthouse) affairs, or the need for a
road, school, or basic hedlth unit intheir village; or for an eledricity, telgphone, or
naural gas connedion fortheir house; or for jobs, promations, or trandersinthe
workplace. A growing number of vates arethereforebeing cast for canddateswith srong
records of addressng these local concems by delivering paronageto their congituencies
and introducing development schemesin their congituencies (Wilder: 1999)%

Inather words, it appearstha politicians are responding to citizen demands, but tha they value
privaefasor andparonage morehighly then pro-poor service delivery.

Wha impact will devolution haveonthis genera problem of political incentivesfor service
odlivery? A priori, giventha local govemmeat in Pekiganisin lage part a sygemof indreat
electionswith eeded councilorsin turn electingnazmeen® it isfar from attometic tha a robust
chain of accountahility will linkthecitizen to the politica leadership andtha thislinkage will
mativate politiciansto focus on serviceddivery. Thissudy aguestha there aretwo necessary
conditionsfor theserelaionshipsto hold.

4 (Sida Hyder Morshed Assod ates (Pvt) Ltd.: 2008) confirms the problens tha the arbitrary deduction of WAPDA
arrears causes for the TMASs.

Individual contagingby voters is certainly morelikdyto befor privatefavors, which alsotends to bias politicians
toward thesetypes of goods. For exanpl e, one study foundtha an influentid palitidaninPunje was inundated
with an average of 150—200 requests fromconsti tuentsper day, the vast mgj ority of whichwere requests for
private favorslikejobs, for getting |and disputes resol ved, for hel p in police metters, and for getting adim ssons to
colleges and universities (Wilder. 1999).

Although the PRI envisages tha to conpl ete devd utiondired el ections for district and tehs| nazimeen are
essentia (Govemment of Pakigan: 2003, p. 59).
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Fird, councilorsthemselvesmugt havean intered in servingtheneeds of thelr congituentsand in
paticuar the poor. Fadorstha will contributeto councilors responding to the needs of their
condituentsare:
e Thepublic must be ableto assgn credit or blamefor service delivey successes and
failuresand be in apodtion to threaten eleded dfficials & the pollsfor failure;
e Councilorsmug be congrainedfrom subgtitutingprivaegoodsin the short termfor
longterm service delivery improvemats.

Second, sncetherelaionship between nazmeen and councilorsisa aritical intermedide 2ep in
the linkageto citizens, nazmeen mug find thepull from the councilorsmore demanding than the
pull from other political powerbrokes paticuarly the provincial governments. T hisloyalty, in
turn, depends on:

e Thepul fromthe councilors beinghigh because councilars enjoy a high degree of
legtimagy andtranddeit inthe form of checks and balancesinto effedtive gppostion
politicsinthe local councils,

e Theprovince being disnclined or condrained from intervening in the affairsof the
ddrict.

Do councilorsligen to citizens?
Public assgnmernt of credit or blame

Whileit is probably truetha citizensvalue education and heglth services it isaso likely tha
voters believe politicians claimsto deliver paronage and infradructure schemes aremore
credible than promisesto improve hedlth and education. Thisispartly because, asthe WDR
argues, education and hedlth aretransadion-intensve sarvicestha depend on day-to-day provider
behavior. It ismuch eeser for apoliticianto demondraeto avater tha he or shewasresponsble
for providngthevater with ajob, for resolving a police dispute, or for laying the firg brick of a
new school building, thanto makethe casetha heor she was reponsible for reducingteacher
absenteeism inthe village school. Such credit-claiming is particuarly ankweard if teemsof office
are short, asthey were in Pkigan duringthedemoaaic period inthe 1990s. Unlikethe
provison of governmert jobs or congruction of school buildings, improvemeatsin service
delivery, such as highe-quality education, do not bear immediae fruit end aretherdore unlikely
to preoccupy politicianswith short timehaorizons.

Inthe context of devolution, jurisdictiona overlgp mekesit particuarly difficult for politiciansto
seek credit for improved services. When multiple levels of govanment are involved in delivering
the same sarvices, thepublic isunalde to assign credit or blame dfecively fortha particuar
serviceto aparticular politician. Theovelapthus weakensincertivesto perform well on service
delivery and encourages politiciansto target servicesto their coresupporters™ Jrisdictional
overlap isparticuarly anissue in the education andhesalth sectors asfederal and provincia
vertical programs remain principal toolsin promoting national policy priorities and represent a
sonificant proportion of local-government expenditures on service delivery. For example, inthe
gx sudy digrids, inthe firs year of devolution between 39 percat and 91 percent of digrict
budget s for the annual development program in health and education were channeledthrough
vertical programsthat required tha digrias spend resourcesin predefined ways (T ade 10).
Juridictiona clarity wes further blurred, and conflids becamemoreacute, when MNAS
Senators and MPAswere provided with funds (Rs. 10 million each) for development schemes.

#  Thereis some cross-naiond evidenceto support this argument. A recent econonetric study found tha the number
of tiers of govemment was paositively assod ated with aorrupti on, and negati vy with the number of paved roads

or infants inoaul &ed (Tri esman: 2002).
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Theovelap also gretches deep into theprovincia rues of busness Inmany cases, the provincia
remit gill extendsintolocal domainsinthe form of projed approvals technical sandionsand
authorization of payments. An example isthe aegion of regiona Public Health Engineering
officesfor approvals and projed oversght for tehs| water and sanitation schemes.

Box 12: Conflicts Over Credit-Claiming

In Karachi, the dty nazm and coundlors complained that provindd ministers and members of paliament
wereinauguraing projedts initiated by the dty government. For example, one mirister had inaugurated a
locd road built by the dty government and damed insteed theat the road was built with the MPA funds.
The negdiveimpat of this aedit-daming by the province for loca -government schemes was gptly
summed up by atown naam who stated that“ the minise who inaugurated his road scheme should bethe
oneto completeit— will not doit.”

In KillaSafullah, paty workers from the JUI(F) campagned to dam aedit on behd f of the MPA for a
locd bridge constructed by the district administration; smilaly aschool constructed by thelocd
governmant in tehsil Muslimbagh was inaugurated by aprominent locd JUI(F) paty member.

In TobaTak Singh, atusd e devd oped betwean the district nazim and the nemy deted MNA over the
provision of gas to twotowns inthe district. The didrict nazim hed announced before the October generd
dedtion that gas had bean goproved for the two towns. However, & abig public meding dter his dection,
the MNA stated that he was responsible for the goprova of the gas connedtion. T he nazim responded by
ordering an inquiry aganst the heeds of those government educationd ingtitutions who hed displayed
banners praising the MNA for getting gpprovd of gas for the two towns. The MNA in turn chdlenged the
nazim to a puldic debae and announced tha he would quit politicsforever i f his opponent sucossded in
proving tha the announcement was wrong. It isnot known whether this chdlenge was taken up.

Sources: ADB/DAD/WB DSD Dataset 1; Davn, February 20 2003.

These problemsimpad intralocal govenment reldions aswell, particuarly with respect to weter
and sanitaion. Developmat AuhoritiesandWaer and Sanitaion Authoritiesin large citieshave
been trandferredto theT MAs but nat without areating some difficuties® For exarmple, in
Faisalabad the WASA was devolved to one tens| withou gppropridereorganization. Therefore,
whiletheWASAS servicengwork oreadsin neighboringTMAsaswell, those TMASs denied a
rolein decisonson the quality or coveage of serviceprovison are beginning to suffer.

Jurisdictional overlgps are paticuarly problematic because citizen expeddionsarerisng. A
clear conclusonfrom althe didriadsvisted istha the degreeof access of citizensto their
represataiveshasinaeased consderably with devolution. Thisincrease wasin many ways
inevitable. With hundreds of union councilorsin al partsof thedgrid, citizensnow have
multiplechannelsfor conveyingtheir problemsto the govemmaent. Inthe disriasvisted,
councilors gaed, and NGO workers and journalig s confirmed, thet on average 50-60 people
med with councilors on adaily bass Multiplying such contads by the number of councilors
makesit clear tha the quantity of information flowing from citizensto eleded representatives has
increased by severa orders of magnitude as comparedto the pre-devolution setup.

Themisméa ch between expetaions and jurisdictional respongihility, however, is aeging
disabling problems of accountahility withou regponghility. Union nazmeen and naib nazmeen
condarntly report thet voters ae demanding services fromthem for which they do nat have
responghility. Despitetheir ex officio presence on tehsl and digrid councils moreover, they ae

% Except in the City Digtricts where, in acoordance withthe LGO, WA SAs fal | under the district governments.
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not aredited with any of the successes of higher tie's of govearnment. T hisproblem is paticuarly
acute in Karachi. Nat only isthelocal popuationisvey politicized; but itsmajor demand —for
better wate supply and sanitation—fals precisaly inthe area wherethe local governmert hasthe
least power to deliver resuits Thereason:the Karachi Waer and Sawerage Board and the Sndh
Katchi Abadis Authority have ya to be devolved. The fadttha citizensprotesting the non-
availahility of weater sonedoneunion council revealsthe magnitude of this problem. Onecitizen
interviewed saedtha hedidn’t care whose responghility it was—he hadvated for the union
councilorsand asfa ashe was concernedthey wereresponshble.

The Mushawara Committees, with the membership of thedigrid andtown nazmeen andthe
DCO, were envisaged asforums for evolving broad graegic plans and coordingingthe
development of entiredigrias Presumaldly, they could help resolve some of these jurisdictional
conflias. Devolution arangements e ablish no overt hierarchical relaionship between thethree
component partsof local govemmant. The Mushawarat Committee therefore, istheonly
coordinating medhanism between the didrid and tehsls However, it gppeasthese committees
are nat atirely fundional; they haveno leverageove reludat or recacitrant paties. The City
Digriashave smilar committeestha shoud ad astheforums for the gpproval of capital
invegments for municipa savices These bodies are viewed, however, ashurdesto be cleared
for schemeapproval and not asopportunitiesfor condituency-wide planningor rationalizaion.

Congtraintson the Substitution of Privae Goods for Public Ones®

Redligicaly, the underlying mativesfor the provison of privae ratherthan pubdic goodswill not
soon diminish. For one, councilorswill have an incentiveto focus on priva e goods because
electora campaigns areexpensve They need funds for pogers vehicles, fuel, newspaper and
televison access, and door-to-door campaigning, and local elites can cover these expensesin
exchange for private favarslaer. For example it isedimaedtha campaign spendng averaged
$120,000 per parlianentarian inthe 1997 elections(World Bark: 2002). T he cod of loca
government eledions, while lower, was ill substantial, egpecialy given themore modest
backgrounds of the lower-tig politicians Inthe digridsvisted, repoted eedtion cogswereon
average Rs 10,000-25,000 for a union councilor, Rs. 50,000-200,000 for union nazmeen and
Rs. 500,000-2 million for the district nazm.*’

More generaly, as agued above, apat from any opportunitiesfor paronagetha they offer,
activitiesfocusng on infragrudure and targeted specifically to a particular locality aemore
politically vighlethan improvementsin service delivery and hence agregter priority for
policymakers*® For example, areview of the Faisalabad district developmernt partfolio reveals

% This paper refers to privae goods to ind ude both pureprivate goads (tha is, individual -spedfic) as well as narrow
public goods (for exarmpl e, | ocality-gpecific projeds). Local infrastrudureprgj ects often enconrpass both— that s,
only thelocal community benefits, and the contractors for the projeds regp theprivate rewards.

4" 1t shoud benatedthat theindired e ection of distric naz mea a 0 creates thepatentid tobuy off members of

theeedord cdlege, thereby incread ng campai gn cods. Thereis anecdotd evidence fromthedistrictvisits that a

nurmber of el ections were influencal inthis way—in one case through thedistri bution of notorcyclesto mele

councilors andjewdry to femal e councilors.

It isds important to notetha these projeds arealso easer to initiate. New waer supply projects arefavored in

part because rehabilitation of existing prgects is cormplicaed (by ownership and mendatei ssues) and because,

despite over 340 donor-supported waer supply invesnment projects in Pekistan Sncethemid-1990s, it is essier to
get externd support for new prgj ects than for rehahilitaion. The extend vedonor presencein theinfrastrucure
sector a 90 | eads to unintended and distorti ng consequences. In Bahawvalpur, €l eded representati ves had an
incentive to focus on high-profile, clearly visibleprgects like infrastrudure development and not on education
and hedth. However, thelaunch of three* megaprojeds” in waer and sanitaion reflected the naz s accurae
belief that by creating ahighly vis ble throw-forward, he could attrad aconmitment fromProvincid politicians to
ensuretha an ADB projed (Southem Punjeb BasicUrban ServicesPrgect) wou dbedirededduring its
preparaion to pick up most of theliahility.
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the infragruc ure focus—of the 1286 schemes, 525 are for rural drainage and water supply, 200
are for roads and90 ae for eledrificaion. By contrad, only 134 projed s concaned education
and 15 focused on health. Many of the 149, moreover, emphasize infradrudure. Inal the
ddrictsvidted, the dgria and tehsl councils had reserved sgnificant portions of their
development budgetsto be dgtributed equally among their respedtive councilars. For example, in
Karachi Rs. 3.5 million were aloca ed for each union nazm fromthe City Digrid’ s development
budget, and Guishan-e-1gbal TMA and Lyari TMA eachreleased Rs. 1.5 million and Rs. 1
million, respectively, to thenaib nazmean of the unionsin ther jurisdictions

The councilorsintum have used these alocaions mogtly for nelghborhood-specific (or gully
koocha) schemes, such aswater and sewerage network extensons. It may be argued thet this
pradiceof equal sharing across unionsis politically wise given the uncertainty many councilors
perceive about thefuture It may also ensuretha somepoorer congituents do get bette accessto
the benefitsof public spendingthan they would merely as pamnsinavote bank. However,these
alocaionsare darimental to congituency-wide planning, afad recognized by the digrid nazm
of Karachi, who complainedtha council membersdo nat havea citywide vison but focus
exclusvely onthe issues of their unions. One union councilor in Karachi summed up the
incentive by gaingtha solving neighborhood problems—auch asfixingthe dred s sanitaion
line, or providing manholes—was more important politically than either a) reducing teecher
absenteeism inthe local school sncethat wes lessvishle or b) working on union-wide projeds
because tha would result in credit-sharing with ather councilors.

Thisfocus on union-specific developmant has meant that union nazmeen arenct paying adequate
attentionto their other important role asdigria council members T he field vistsrevealedtha
councils, paticuarly in rura areas, werenct pafarming as envisaged in the LGO. The important
council budget sessonswere largely perfundory, with budgets being passed in a mate of
minutes, suggesting tha digrid-wide issues had nat receivedthedtention tha they deserve.
Monitoring committees, while formed, are generally nat functiona, in part because councilors
lack cgpacity and generally deal with afrustratingly non-regponsive bureaucracy, but aso
because councilors prioritieslie elsewhere, andtheir atetionisfocused ontheir particular
congdituency. Thislack of effectiveness of monitoring committeesisparticuarly detrimetal to
srvice delivey, asoversght isoneof themain medchanismsof controlling saff absenteeismin
schools and hospitals.

The ladk of ateation givento CCBsisaso symptomaticof thepriorities of local representaives.
With the natable exception of Khairpur, in none of the digridsvistedhad thepolitica leadership
susained any intaes in CCBs as patatial vehiclesfor citizen paticipaion in service ddivery.
Asone NGO represatdive in Bahawalpur daed, CCBswere being ignored because they were
viewed asa patential rival by the eleded leadership, aforce ableto chalengethe govenment’s
monopoly over developmat. Thisinatention might be changing. Faisalabad has recently
formulated bylawsfor CCBs, 107 projed s have beenidertified and community 20 percent shares
raised; 85 projeds have beenfully prepared, and 15 projeds ae currently underway .

The dudy digridshowever, also revea someimportant counter examplesof local politicians
imposgng congraints on the provison of privae goods. Some digridsaetryingto encourage
councilorsto mllaboraein usng ADP reourcesfor larger digtrict-wide schemes In Bannu
ddrict, for example, the didrid nazm has adopted atrangarent procedureto prioritize
development schemesidentified by individual digria councilars. Every union nazm who
proposes schemesto thedigria assembly hasto produce a form showing the vating pattern of
UC councilorsin favor or againg the scheme. T hisrequirement ensuresthe schemes presated &
digrict council by each UC nazm arethoroughly discussed in UC council before being approved
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and raified, thus encouragingtheadoption of schemeswith more union-wide, as opposedto
parochid, relevance

The anecdatal evidence presanted above suggests the grong incentives working on councilorsto
focuson priva e goods. However, it doesnat provide any indcation of whether or not these
incentives have become more pronounced with devolttion. Theexpendture paternsof local
governments—specificaly compaingthe allocaion in 2003/04, thefird year loca govemmats
preparedtheir own budgets, to the earlier years—can provide clues asto whethe devolution has
had a negativear postive impaa on theprovison of private goods. If these 4rong incatives
exid, then loca governmentswould be mativaedto divert funds

e Fromoperaions repairsand maintenancetoward new invesment schemes.

e From largeto smal schemes.

e Fromcompldion of ongoing schemestoward more new schemes

The evidence in Figure 14 and Figure 15 shows no obvious reduction in operaions and
maintenance expenditures and, in the caseof the TMAS, some apparent increase. The argument in
favor of continued earmarking—tha non-salary budgetswill be raised to finance new greenfield
projects—thereforedoes nat gppear justified. Figure 16 illustraesthe proportion of snall
schemes (interms of total value) inthe development budget for digrids. The proportionislarge,
but no compelling evidence demongdrates a change in etthe dredion. Again, it ssemstha the
new electoral arangementsprovide sufficient incativesto prevent aggnificant movement
toward more small schames. Finally, as Figure 17 highlights, thelimited evidence available does
not indcatetha councilors are abandoning exiging schamesto gain political gory by gating
new ones Theargumert againg granting distric govemnments gregter autonony in preparingthe
development budget revolves around the concernstha unfettered, local governmentswould focus
their resources on new schemes for reasons of paronage and credit-taking and tha those new
schemeswould tendto be small and lowimpad, in order to obtain maximum political benefit. In

fadt, the value of new schemesmakes up only aound athird of thetotal.
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Figure 14: Non-salary as a Percentage of Total Expenditure, Districts
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Source: ADB/DfID/WB DSD Dataset 2—from 2001/02, 2002/03 revised estimatesand 2003/04 budget estimates.
Figure 15: Non-salary as a Percentage of Total Expenditure, TMAS
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Source: ADB/DfID/WB DSD Dataset 2—from 2002/03revised estimatesand 2003/04 budget estimates.

Figure 16: Percentage of Small Schemes in the Devdopment Budget, Districts
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Note: Percentage calculated on the basis of total value, not the number o schemes.
Small schemes definedas less than Rs. 1 million.
Source: ADB/DfID/WB DSD Dataset 2—from 2001/02, 2002/03 revised estimatesand 2003/04 budget estimates.
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Figure 17: Percentage of Ongaing Schemes in the Devd opment Budget, Districts

100% A
90% 1
80% 1
70% - 7
60% A B Bahawalpur

Faisalabad

O Khairpur

O Karachi

50% A
40% A
30% A
20% 1
10%
0%

2002/03 2003/04

Note: Ongoing is defined asfunding for schemesthat were initiated before the current fiscal y ear.
Source: ADB/DfID/WB DSD Dataset 2—from 2002/03revised estimatesand 2003/04 budget estimates.

Overdl therefore, the new electoral arrangements seemto have prevented any major movemernt
toward extendingthepriva e-goods strategies of councilors T he legacy of local and national
politicsin Pakigan andthepaternsof parochia and infragrudure politics, in paticular, has built
agrongtradition of privae-goods goproachesto congtituency managemeant. Devolution could not
have been expededto counter the weight of history intheshart term. However, this sudy found
no evidencetha devolution is exacerbating the problem; indeed it found encouraging Sgnstothe
cortrary.

The pull from councilorsis gronger than that from the Provinces

A second condition of devolution’ spostive impat on incentives for service delivery comes from
insuring that the nazmeen have greater incativesto be acoountableto the councilorsrather than
to ather political powerbrokers, paticularly the provinces. Although eleded by them, nazmeen—
judging by evidence fromthedgria assessments—have few incativesto take natice of the
dgrict or TMA councilors They feel someneedto maintaintheir support, asindicated by the
equal allocation of developmat fundsto each councilor. However, it is griking that no digtriat
nazm faced effedive oppostion in any of the digriasvigted. Thisis, in large part, because the
electoral college is often more dependent on nazmeen than viceversa. T hisinturnis because
nazmeentendto be esablished politicians who in many caseshaveused their influenceto
campaign on behalf of councilors and because of their control over develgpment funds, primarily
viatheDidria Developmat Committee.

Thisgtudy assertsthat councilors are likely to have mare influence on nazimeen thanthe province
if &) they can claim adiginaivepolitical legitimacy and cantrandaeit into an effedtive
oppostion inthe council, and b) if the province itself feeslittle need to intervene inthe digrids
andTMAs

Political legitimacy of councilors

The degree of accountahility of thenazmeento the councilarsislikely to increase whenthere is
ggnificant politica competitionin local eletionsmarked by higher vate turnout, fewer
unconted ed seat s and indgpendent candidates gvingway in mod casesto representdives of
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established parties®® Ovedl, the six gudy distrids revealedtha thedegree of local contestation
was fairly high, certainly nolower than inthe palliametary eledions (Table 15). In general vater
turnout wes highe than in the Ocdober 2002 genera eledtions, withthenotable exception of
Karachi wheretheturnout wes lower due to the boycatt of theMQM > In Bannu and Killa

Siifullah, seatswere often unconteged because of prior arangementsmade between different

groupsto enare tha sgnificat tribeswere represmted. In both these digrictsal o, it is
impartant to notetha many womean’ s seaswere eithe not conted ed, or no worman waes
nominaed for the reserved seet. (Initially there were 10 peacent vacancies ndionaly inthe
reserved seat s for women, with particularly large vacanciesin NWHP and Balochigan, but some

of these havenow been filled.) Where asin Bannu, the MMA decided to boyaatt the eledtions,

this abd ention underminedthe legitimacy of thelocal government. Theresuit weseledord
successfor cand dateswho undoubtedy comefrom the economically favored classes rather than
fromthelower-midde-class ranksof the MMA. In bath digriadsof Punjab and in Khairpur, paty

politics, despitethenonparty rubric of the eledions, was vay grong. Wheretheparty political

element isclear, tunou isalso higher.

Table 15: Political L egitimacy in L ocal Government Elections

Dimensionsof Killa Karachi Bannu B ahawal pur Khairpur Faisalabad
L egitimacy Saifullah
Degree of Low High,induding  Low Contestation High leve of Highin all
politicd contetation—  womeninLE. contestation— higher than politicd categories
contesation 1560ut of 315  Approximetely approxi metely Bannu andKS, conted, of seats.
seats (50%) 90%of all seats 50%ofwonmen’s  but below ind uding for
werenaot werefilled segtsvacant; and Karachi. 74%  women' s seds
contested but through 25% of seats ofwomen's ofwhich90%
were contestati on. el ected without union werefilled
nom naed conted. In two councilor segts  through
through jirga union aouncils filled through  politicd
process. all members contes. contes.
were e ected
unopposed.
Voter tumout
(%)
Locd election 31 47 55 65 60
Generd
election
2002 25 35 38 44 39 43
1988 21 47 32 43 43 49
%ofunion 40 11 60 3 0 0
naz meen who
are
“ independents”

Source: ADB/DfID/WBDSD Déasd 1.

Although competition was reasonably high, it has not tranda ed into effedive oppostion politics
inthecouncils. No-confidence mationshave been used for intemal recall primaily againg union
nazmeen andnaib nazimeen, paticuarly in Faisaabad and Bahawalpur. The relaive ladk of no-

confidence mations againg thedgria and tehsl nazmeen isnot surprising as the formal rues
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It can bearguedtha intensity of € ection canpaignsiis likdy to be higher when political parties areinvolved as
opposd to when independent candidates are contesting, primerily because candi daes affi li ated with politi cal

parties have greaer resources & ther digosa for thar campaigns. Patisanpditicsis d <0 likely to leadto higher
tumout and greder contegation. In addition, party politics can al 20 alow for intemal—tha is, within the party—
accountability arrangementsto operate.
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for intemal recall of district and tehsil nazmeen efedively protedt them>* In proposng ano-
confidence mation againd adigria or TMA nazm, acouncilor hasto be confident of securing a
majority in both the council and among al the union councilorsinthe dsria or tehsl, because
otherwise heor he will be forcedto resgn asaunion nazm. By contrad, union nazmeen and
naib nazimeen aremuch morevuneaable to no-confidencemationsthantheir disgria and tehsl
courterparts. Thisis because in mog cases village and neighborhood committeeshavenot been
formed, and a smplemajority in the union council is enough to suspendthe union nazm >
Thereore, adigria naam can engineer orthregten to engineer such amotion againg a
troudesome union nazm. Thisthregt isparticuarly real because in many digridsthereaionship
between union nazmeen and union naib nazmeen is grained, and the disrid nazm hasa
patatial aly inhisor he bidto discipline union nazmeen>®

Anather reason for weak oppostion istha digrid and tehsl naazmeen areusually established
politicians with high sanding in the community, makingthem aucial aliesinthe eledora
efforts of union councilors T his dependencewas n view in Bahawalpur, wherethedigria
nazm—ypriorto the eleaions and in order to ensure his subsequent eledtion—campaigned on
behalf of union councilors and claimsto haveindvidually won 54 out of 107 UCs. In €fed he
electedthem just as much asthey elecdedhim.

Moded incentives for provincestointervenein the didrids

Ancther clear connediontha emergesfromthe digrid vistsistheimportance of thepolitical
relationship between provincial and local governmernts. Effedtively, this relaionship detemines
the extatt of political controltha the ddrid nazm can exercise within local government aswell
asthe freedom local policyméakershaveto adt to med their congituents demands.

Table16 isadylized depiction of the degree of congraintsimposed onthedigrid nazm bythe
province. Whileathe variables, such asthe independent political grengh of thenazm andthe
political dfiligion of the MPAsfromthe didrid play arole,thekey fador deermining the
nazm’s freedomto manewer ishisor hea reladionship with theruing provincia political
codlition. Intwo of thesgx digridsvisted—Bahawalpur and Faisalabad—the digrid nazmis
aliedto the Chief Miniger and theruling provincia political coalition, whileinthecother four the
dgrict naamisinoppostion. Thisrelationsip hasa ggnificat impadt ontheflow of funds
between the province and local govemmants, on the implementation of local devel opmeant
schemes and onthe manipulation of appointments andtrandersof personnel.

5L District nazimean can alsoberecalled by provincid action. This externd recall requirestha the chief minister of
the provincebring amotion to the provincid assembly that, by pass ng the moti on, discharges the naz m.

The LGOspedfiestha theinternd recal of aunion naz mreguires amgjority in thevill age or né ghborhood
councils of tha union. The hd ding of coundl el edions at thoselevelsisthe repong bility of thetehs| ortown
administraion, and ifthetehsil fails to performthisduty within 90 days of assuning office, thedigria
government is to ha dthese el ections. However to datethese council shave not been formed. Interestingly, the
internd recall of aunion nailbnazimis even easer as it requires only asnple mgjority in the council.

It appears that the reason for this tenson is tha union naz meen and nai b nazimeen both have accessto

devd opment funds (fromthe district and tehs| coundls, respedively), putting themin conpetition for patronage.
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Table 16: Provindial I ncentives to Intervenein the Districts

Sourceof the Killa Karachi Bannu B ahawal pur Khairpur Faisalabad
I ncentives Saif ullah
Party affinity Oppostion Oppostion Oppostion Sare party Opposition Same party
between the
Chief Minister
and orthemain
provincid
codlition, and
thedigria
nazm
Positionofthe | All seats Maj ority All seats Evenly split Majority Evenly split
nazmnis paty with seats with with with same
inthe oppostion oppostion opposition party
Provinaa parties parties parties
Assenbly
constituend es
within the
digrict
Independent Medium Medium High:nazim | High: nazim Medium High: nazim
politicd nazmtribal | well extremely astute naazmfrom | extremely
standing ofthe | elder, but respeded but | wealthy politidanwith | esteblished wealthy
nazm new to represents abigvate politicd

politicsand politicd bank famly, but

seleded from | party with new to

above relaivdy politics

smell base

Overdl High High Moderge Low High Low
incentives for
the provinceto
intervene

Source: ADB/DfID/WBDSD Daasd 1.

In digriastha aepolitically alied with theprovince, the disrid nazm has severa tools & hisor
her digposal to discipline oppostion nazmeen. Themog importatt istheDigriad Development
Committee (DDC), which hasthe reponghility for givingtedhnical approval to development
schemes and which can ad as an dfedive agent of the provincethrough its chairman, the DCO.
Nazmeen with strong relaionships with provincial governments, asin Bahawalpur and
Faisalabad, have been able to usethe DCO to discipline oppostion union nazmeen by blocking
their development schemesinthe DDC.

Box 13: A CaseStudy of Provincial Government Interference

In May 2003, through an order of the Finance Depatment, the Government of NWFP diminated 21 posts
in the Bannu Digtrict Worksand Savices office, induding the post of EDO. Across the provingg the
government abolished 291 such postsand inits dace aeaed six Works and Savices Cirdes (each with
responsibility for four districs). A Superintendent Enginesr (SE) will head eech new Cirde

In the opinion of the Bannu district nazim this adt was adea indication of the provindd government’s
efforts to undeminethe distric government. One of the Cirdes is heedquartered in Bannu, but the SEisa
provindd levd employeewho is not answerdbleto the didrict government. There are two XENs
(Executive Enginears or DOs) who report to the SE, and each of these district empl oyess has technicd
sandion powe's cgoped & Rs. 2 million Thepradicd dfed of this changeis tha any district scheame
above Rs. 2million will need the goprovd of the provindd government.
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When the province has few incentivesto interveng thenazm can have afairly freehandto direat
adminigraive gaff without much chedk fromthe provincial headquarters. The nazm of
Faisalabad was able to resd thetrander of the DCO, who had been posed therea thenazn' s
request inthe firg place In Bahawalpur the harmonious relaionship tha prevails between a
dominant nazam and afairly compliant adminigtration meansthat trandersof teachersand health
gaff withinthedgrid ae supect to the approva of thenazm. Smilarly, thenazmeenin both
Faisal abad and Bahawalpur actively influencethe contracual hiring of dodars.

By contrag, in oppostiondgridsthe DDC can be used asatool to subvert theworkings of the
local government. In Killa Saifullah, for example, the digrid council reportedy proposed a
number of water supply schemestha were blodked in the committee; ingead, tube wellstha
were part of the MPA stchemes were gpproved. Khairpur isperhapsthemod blatant exanmple of
province-digrid tensons negaively impading local development works. Initigtives by thenazm
have been neutralized or delayed by the DCO who uses his powers as a principal acoounting
office to block funding and support to shelterless schools and CCBs and withholds the release of
zakat and KPP funds. Provincial adions can also increase oppostion to thenazmwithinthe
council. In Khairpur, for example,theformea governor aloca ed fundsto three opposition talukas
inthedgrid, an at tha has anboldenedthe oppostion inthedigria council asthey now have
an dtemaive sourcefor developmat funds, in shap contrast to the stuation in Faisalabad.

Unwantedprovincid intevation can have an impad onthepolitical career of the digtrict
nazmeen. In Killa Saifulah for example, the digrid nazm daedthd the frustraion of the
people was growing and that continuetion of the present impasse with the provincewould harm
his chances for re-election. Smilarly, union councilors and nazmeen daedtha giventhe high
cods and genera poverty of the ddrictsandthefrugtraiontha they are facing in their work, not
many of them will wish torun againfor office.

Thereis potertial for futhe provincia involvement indgrid dfars In June 2002 Chapter XII
of the LGO 2001 made it adual responghility for the Auditor General to lay thereports before
the Provincial Assembly aswell as Zila Council thus cregting a dual accountability for the digrict
nazm—to theprovince aswell asto the Zila Council. Thisstuaion has beenredified inthe
recent round of anendmeatsto Chapte Xl recently made by al four provinces. Sncethe
Auditor Generd recatly recommended again to the Presdent tha the audit reportsof the digrids
be submittedto the Governor,the issue may reopen.

EARLY SGNS GF CHANGING | NCENTIVESFOR SERVICE PROVIDERS

While devolution does appear to have inaeased incatives for councilorsto ligen to citizens, not
only does a drongtradtion gill encourage focusng onthe provison of privaegoods, but also
interferenceby the provincegreatly diminishestheacoountahility of nazmeen to the councilors
For sarvice ddivery to improve however, the service providers—nat just their elected
uperiors—mugt want to see improvemants. This motivaion isprovided either by ensuringthet
the service providers have an incertiveto ligen tothe policy maker's—managerial power—or by
providing patertial servicerecipientswith somedired meansto have an impad on the condud of
service providers—citizen power intheterminology of the WDR.
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Managerial Power

In reviemng the changed incativesfor front-linegdf and ather serviceprovidersto ligento
nazimeen, the gudy examines four key apeds

e Theextent to which g&f working inthe didrid ae employed by the distrid—including
condderaion of 9x key festures aitonomy in preparing the salary budget; local control
overtheesablishment; locally determined recruitmant; local determinaion of career
pahs loca managemat of gaff paformance; and autonomy in pay policy

e Adequecy of thenazim sauthority ove senior gaff, including inputsinto the
performance evaluaionsfor senior ¢&f and power to require their trande.

e Extent of external oversght, including areview of the fedivenessof bodies such as
Accounts Committees, Monitoring Committees and Didria Public Sefety Commissons
thet areindrumentsfor monitoring front line g&ff.

e Adeguecy of thedeploymantt of gaff, including adequate numbers, <illsandtechnical
sanction powers.

The fird three of these areasfocus on the issue of incentives, whilethelast—the adequacy of
gaff deploymat—andyzeswhethea or nat front-line saff havethe cgpacityto ligento the
nazmeen even if these incentives are in place

The fird of thesecongderationsis dominant. Inthe 6 digrids gudied, public sector service
provisoninthekey health and education sedorsisamog etirely delivered by departmental
gaff with littlecontracting out or ather partnership withthe privaete sedor. Such developments
may comeover time, but for the moment, serviceprovidersare largely synonymouswith civil
sErvans.

The question iswhethe thesecivil servantshave reaontoteke policy dredionsfromlocally
elected representdives in otha words, whether they view local govemments astheir enployer.
Thetrandea of fundions andthephysca relocaion of gaff havenot been fully maded by the
trander of theemployer role. Local governmentshave limited ahility to cregtefiscal gpace by
damissng surplus gaff, and intwo of thefour provinces (Sndh and NWFP), salaies cotinueto
be paid from Acoount 1. In athe cases, whiletheformal authority resswith thelocal
government, the province continuesto exercise informal control. Whilethe LGO providesfor a
sophigicaed sharing of control over pogting of civil servants based on normswhich clearly
delineateresponghilities, informa provincia controls are clearly evident inthe area of
Appointment, Promation and T ranfer (APT) authorities. In many cases, provinaes have reduced
the control of local political executives overtheir civil servicethrough unilateral ordersof

pogings

Thereaut istha athough physcally locaed inthe digriads mog senior digria daff do nat
congder themsalvesasdidrid anployees andtherefore are likely to accommodat e provincia
pressuresto trander subordinate s &f. T his dtitude has consgderably weakened the account ahility
of senior g&f to local eleded represataives Infad, politically motiveted inter- andintra-
ddrict adf trandesareamain aeaof conflid between provincial and local govemments and
aremog severeindigriasthat arenot politically aigned with the province such as Banmnu,
Khairpur, and Karachi. SnceTMA gdf lagely belongto local government cadres or arethe
council’ sown employees the problem of low ingitutiona alegiance and weak accountahility is
lessacute.
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New mechanisms likethe Monitoring Committees, Digrid Public Safety Commissons,
Accounts Committees and insaaf committees areaimed & bolgering Politica authority over
adminigraors However, asyd thesehave been introduced only to avery limited degree.

Saff Working in the Didrict are Employed by the Didrict

Under asydan of complete adminidrative devolution, all authority for personnel managament
woul d be found at the sane level of government where gaff arelocaed. In pradice, there ae
very sensble reasonsto deviate fromthis snmpligic model. Aboveal, history andtradition
determine many of the present arrangements, meking it difficult to abandonthem compleely and
gart again. Moreove, thereare quite defensble reasons for higher levels of governmenttordain
some oortrol ove gaffing & lower levels Soecificaly, such an arangement provides
e An opportunity to exercise sometop-down influenceove policy (asanaiona
integrating device) even wherepolitical and fiscal authority have been largely devolved,
e A broader & of caeer optionsfor civil savanits, sothey arecompeting for postions both
within and outsdetheir immediae adminigraive locaion; and
o  Somefisca safeguardsin settingswhere political pressures might atherwise overwhelm
condraints on hiring or remuneraion.

Thereareaso sedor-gpecific reasons—particuarly in educaion and heath—for maintaining
certain personnel managemant reponshilities outsdethe adminidraive unit wheres df ae
locaed. For example there isaneedto follow a common s2 of professonal gandardsin
curriculum design and public health. Arguably, this goal can be achieved mod readily by cregting
overarching gaff groupingstha sharecommon interexs andprovide asnge career pah.

Notwithgandingthese caveat s, the ongoing challenge of decertralization isto shift the employer
function gradually to aoincide withthenew levelsof functional responghility—to crege in
effed, the equivaent of aDidrid Servicewhether abody isformally esadished under thet name
or nat. A Digrid Service would congitutea group of personnel clearly employed by the
dgtricts® Being fuly the employer in such a Stugtion makes agovernmernt responsible for:

e Budget Control
Egablishmat Control
Recruitment
Career Managemat
Perf ormance Managementt
Pay Policy >

Progressto date in shifting the enploye fundionsto disrid governments has been decidedy
mixed. The federal governmert clearly ranainsthe employe of the DMG and Audit and
Accounts Group daff pogedtothedsrias Meanwhile, smior &f of the distrids—Executive
Digria Officas(EDOs) and cthers & or above BPS 16, or BPS 18 inPunjab—remain subject to
the provinceorthefederal govemmat for gopointment, promation endtranser (APT) decisons

The reauit is confused and competing linesof control. For ingance whilethe DCO reportsto the
digrict naam, he or sheremains part of afederal employee cadre for whom promationsand
trandersare ddermined by athoritiesoutsde of the digrict, undermining thereporting

% TheNRB continues todiscuss the possibility of creating aformel District Sevice, but no dedsion hasbeen teken
yet.
% seethethird volume (Amex 2—Technical Corsiderati ons) for anore substantid discussion.
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relationship tothe digria naam. DCOs have been tranderred frequently, and while nazmeen
may request thetranger of aDCOthey disapproveof, they cannat prevat an adversetrande.
Whilethe dgrids clearly becametheemployers of theforme rura digrid council employees,
the vag maority of didria gaff arefromforme provincial cadres. This group includes teachers
and health-sarvice providers over whom lines of control clash. Particuarly inrelaionto APT
authorities these g &f findthemselves dfedtively managed by the province.

The sx fea uresof the employer fundion ae described below. T alde 17 provides a summary of
the extatt of devolution of the enploye function in each province. Overdl, as cen be seen, local
governmentshave little de fado employment authority over g&f locaed inther areas.

Table 17: L ocation of theEmployer Function for District Staff

Aspects of the Employer Function c
% o '% e
= < = =]
g8 |2 |5 |5
s |z | |?

@
Budget Control Paying sd ari es fromits own budget D P D P
Authority to di smisssurplus staff P P P P
Establishment Contral Controlling overdl staff nurrbers P P D S
Controlling disposition of staff within district P P D S
Recruitment Authorized tohire P P P P
Oversight of merit P P P P
Legdly recognized as empl oyer S S S S
Career Management Offering promotion S S S S
Making transfers within locd govemment P P P P
Performance Direding and supervising activities and tasks D D D D
Management Conduding Evauati ons (ACRs) s| s | s | s
Underteking disd pline or di simissal P P P P
Pay Policy Settingoverd| pay rates P P P P
Setting hardshi p or renoteness all owances P P P P

P = province has primery authority

D =digrid has primary authority

S=shared

Source: ADB/DfID/World Bank DSD Dataset 1.

Autonony in prepaingthe salary budoet

Budget control over personnel includes paying ¢&f from govemment’ s own budget andthe
authority to dsmiss surplus gaff. In NWFP and Sndh, nearly al digrid salariesaredill paid
fromtheprovincial Accourt | rather than thedistrict-controlled Accourt 1V (see Table 12) >°
Under this arangement, the digrids must seek approval fromthe provincefor the release of the
fundsfor their sdlay payments T hus, the salaries éfedively are paid from the provincial budget,
the digria wage hill envelopeisfirmly controlled by theprovinge, and any unspet distria funds
accruetotheprovinae®’ By cortrad, in Balochistan and Punjab, didrid salariesarereceived and

The exception is former enmpl oyees of therurd digrid andurban locd coundls who are paid fromdistrid budgets
through Acoount IV (or the Locd Fund wherethis hasnat yet been merged with Accourt V).

The section on Autonomyin preparing the sal ary budget summeari zes the argunments presented by provi nces for
mei ntaining this arrangement. The method for cal cul @ingthe 9 ze of the sd ary transfer differs by provinceand
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dshursed through Acoount 1V, maintained by the Didrid Accounts Ofice (DAO). Futhemore,
in no provincearedigriad governmants pamittedto identify and dismiss surplus gaff. T hus, even
where sdlaries aretranderredvia acoount 1V, there isno incentivefor digriasto find savingsin
the salary budget and reallocaethemto other purposes.

Local Control over the Esablishment

Egablishmet control refersto theauthority to s limitson thenumber of personne in eech
government organization and of each kill type. According totheLGO, thisatthority formally
restswiththedistrid govemmetsasthedstrias can cregtenew sanctionedpositions™®
However, in pradice, the provincial governmentsretain congderable influenceover
edablishmat decisons because dgridsand TMAs need provincia authorizationto creste new
podsandtofill vacancies

It shoud be natedtha there are both advantages and disadvantagest o devolving egablishment
control to local governments. On the onehandthis shift will enable local governmentsto regpond
tothedemands of their congituents particularly where s&f shortages hurt sarviceddlivery, but
ontheother hand provincialy imposed congraintsmay be limitingthe scale of petronage-based
gaff appointmeats.

Box 14: The Politics of Staff Transfers

In Sindh many EDOs reportedly were pressured by provindd politidans to acoadeto inte-district transfars
to and/or from posts withinther degpatment in advance of the last by-dedtion. Thethregt wes that EDOs
who did not comply would themsd ves be transferred to less dtrattive posts outside the dstrict.

Severd reports in Dann recount the rivary between the Muttahida Qeumi Movement (MQM), akey
member of the provindd oodition government, and the Jameet-e1dami party, which controls City District
of Karachi. Whilethe dty dstrict nazim Nametullah Khen, has insiged thet no officer should be
transferred without his pamissionor, a lesst, consultation the MQM has ignored this demand. In February
2003 senior police officers were transfarred without consulting the nazim dthoughlaw and order is a
responsibility of thedistric government. Simlaly, inMarch the EDOs for Revenue, Finance, Educaion
and Locd Government were transferred and repl aced with sucoessors chosen by provindd offid ds.

The Pakigan Peopl€ sPaty (PPP) dominaes rurd district administrationin Sindh However, even some
PPP paliamentaians have come out in favor of curtaling the authority of locd nazimeen who can posea
chdlengeto the autharity of the paty’ s provindd office holders. Rurd district nazimeen have complaned
to the Chef Secretary that ther DCOs have ordered transfers without consulting them, and gpproved
transfers thet countermand ther diredt instructions. Nazimeen Smply have little authority over the DCO.

In NWFP, dl 24 dstrict nazimeen resigned on June 2, 2003 to protest paliticd interference by the MMA.
The primary grievance of the nazimeen was the transfer of government offidds and the placement of
politicdly sympathetic new rearuits withinthe districts As reported inthe News Intemationd, “ The

offi cers were threatened of bad consequences if they didn’t obey directives about transfers and postings’
(June 2, 2003).

someti mes by district. For Khairpurdistrict in Sindh, the provind a government rel esses funds based upon the
nurber of sanctioned and newly created posts. Meanwhil g, for the City District of Karachi sdary transfers are
mede according to theadud strength of enpl oyes, and nat onthe basis of sanctioned paosts. In Punjab
(Bahawd pur and Fa sdabad districts) and for Bannu digrid in NWHPthe sdary transfers to Acoount |V are based
on daafor the actual gaff strength inthedigrids.

The SLGO establishes as a* function and power of the Zila cound|” to* approve the proposals of the Didrid
Government for changes in the nunber of pogtsof official's and enpl oy ees of the decentrdi zed offices of Distrid
Administration and Taluka Munid pd Administretion and Town Municipal Administration as pat of the budge
staement” (Art. 39).
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Locally detemined recruitment

Recruitment authority includesthe ahbility to seled and gppoint 4&f and oversght over merit.
SHection and appointmat regponshilities have been devolved to digriats but with sgnificant
limits—mog natably, aprohibition on recrutment presently imposed by each province. Thus,
even if local governmentshave vecant pogsand local revenuesto cove thesdaries the
recruitment ban undercutstheir ability to develop their own human resources complemat. These
bans haverecatly been relaxed, but the digrictsmay only hirecertain groupsof employees and
only on a contract bas's.

Normally, the federal andprovincial governments carry ou hiring & gecified interval sthrough
their reppedive Public Service Commissons The hiring of adminigrative gaff and officerson
contradsby thedigriad govemmant isasgnificatt depature fromthistradtion. Contradt hiring
has been commonly pradticed in the Health and Education sedorsfor teachers medical g&f and
paramedics. T hough it is becoming more common amongthe provinces, no clear ruesor policy
support this pradice. Onenotable exception is NWHP, where a contradt policy was introduced in
October 2002. Under it, BS1-10 contract gopointmentswould be made ontherecommendaions
of Depatmental Selection Commiittee (DSC) while BS11-15 contradt appointmentswould be
made ontherecommendations of Provincia Public Service Commisson (PPSC). Contradt
appointmentsin BS16 and above areto be madethrough thePPSC. T hus oversight of merit rests
in pat withthe digridsand in pat withthe PPSC. In Sndh the oversght of merit remained, with
the PPSC for gaff above grade 11 until the Cabine very recently ranoved BS11-16 fromthe
purview of the commission.>® Smilarly, in Baochistan arecet natificetion of theprovincial
government, deted March 26, 2003, removed appointmatsin BS11-16 fromthepurview of the
Balochigtan Public Service Commisson.

Inthe absenceof a clear policy, confuson exigs asto the powers of digrid governmentsto hire
essentia daff on contradt. For example, in Khairpur, the provincia finance depart ment has
repotedy gven authority (not yet been carried out) to hire aDO Financeand EDO &P on
contradt, but it isnat clear who hasthis authority and how it will be exercised. However, inthe
same digrid, the Health department was able to hire alarge number of doctors, in excess of the
number of advertised vacancies.

Contrad policiesare ds being gradually introduced in the ather provinces, such as Punjab. The
Government of Punjab’ spolicy lays down catain parame s and guidelinesto ensure uniform
criteriafor such appointmeants The seledtion committees congtitued & the digria leve for
processng recrutmant on aregular bess have been entrusted with thetask of mekingthese
contrad appointmants. In Faisalabad, thehiring of dodtors andteacherswas proudy consdered
tobeadrong display of digrid aitonomy and authority. In accordance with theprovincial
government’s policy, adigtrid rearuitment committee hasfilled many previoudy vacant postions
inthe BHUs through the gopointment of morethan 100 dodorson contradt besisin various hedlth
facilities. Smilarly, surgeons and child specialiss have aso been recruited on contrect. These
facility-gpecific contradts appearto carry dightly beter salary and emolument padkagesthan
thoseof reguar employees However, they can be usualy terminaed on threemonths natice.

% TheSinch Local Govemment Ordinance doesnot spedfically mention thePPSC, raising theposs hility tha the
digricts will be ableto nount alegd chdlenge to PPSC oversight of recruitment for ther gaff.
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The govemment ssledting and appointing S&f islikely to be recognized legally beforethe courts
asthe employer, but that stetusisnot catain®® For government employeeswho may wishto
contes an employment actioninthe courts thelegal definition of the employer iscritical. It is
not clear whethe employeesformally tranderredto thedisriadswill bring legal action againg the
province or dgrid government to conted aperceived injustice concerning their employmert.

Loca dederminaion of careg pahs

Career managemen includes theauthority to offer promations and maeketransfers among local
government posts Theformal rues govemingtrande authoritiesvary ssmewha by province
and by seaor (seethe Appendix). APT authority in Punjab regsswiththe DOs and DCO up to
grade 18, and with the digtrict nazm for grade 19 (exoept forthetrandfer of EDOs and DOs). In
Sndh APT athority resswith the DCO in consultation with the nazm up to grade 17. In NWHP
ddgrict officers control APT authority upto grade 15 g&f, whiletheprovincia govenmentsae
authorizedto make APT decisonsfor all higher grades Balochigan has sofar nat produced APT
ruesfor the didrids However, in pradice, provincia officialsin al four provinces frequently
exercise APT authority

The diguncture between the geogrgohic location of senior s&f andthe locaion of their supeiors
making APT decisons creates competing linesof control. The 10-12 EDOs regponsble for
sectors auch as education, health and literacy—report formally to the DCO and nat to provincial
line minigriesin the former divisona-provincid hierarchy. However, astheir promation and
trandersae daermined & the provincia level, they too ae unlikely to regard the digtrict
managemat grudures as paamourt. Thethrea of an unpleasant transfer or thepromise of an
atradtiveonecan pressure the senior gaf member to arangethetrange of ajunior enployee
below grade 16. Enforced inter-digria trandfers for provincial cadrespogedtothe téhdlsare also
adgnificant problem.

Thus, despitevaious bans ontranders and postingsissued by the provinces the provincial
government often initiatestransfers by exerting influence upon saior district officials®* External
pressure iscoming froma lead two diredions provincia headguarters and elected
represataives(MNA, MPA). Thetrandersof didriad gaff tendto bemosg frequent inareas
where thereis somepolitical confliat between the digtrict and provincia govenments S long as
provincia and federal cadresreain postionsin local govemmants, some minimum time should
be placed ontheir tenure Withou this thetemptaionto usetranders asacovert policy
ingrument isovawhelming.

Tensons between the provinceand digriasin gaff management also manifed themselvesin
isues relatingto the acoounting and audit cadres. Snce acoounting continuesto be a federal and
provincial domain, it gopearsthat in many cases accountingpracticeisrefleting provincial and
not digrid prioritiesin supporting financial and general management. T hisisproducing behind-
schedue, unreliable and nontransparent reporting of local govemmaent acoourts. Inthe Sx
dgrictsthe accounts repartsto the councils were not beingtabled in acoordancewith the LGO
provisons With regardto auditing, there isa problem of dual acoountahility for the digria
nazm, asdigrid audt reportswere required, until recatly, to be placed in bath the provincia
asembly andthe digrid council.

O Thedistria generaly is recognized asthe empl oyer for heal th and educaion staff. In NWFP district cadreswere
formelly created for thesestaff on January 15, 2002, and March 15, 2002, respedively. Gazetted Natifi cati ons
SOR.I(E&AD)1-218/2001 and SOR.II(E&AD)1(20)98.V.III.

Itisreported thatin the 14 April 2004 ded s on (seefootnate 8.) powers of pogings and transfers of DPOs have
been vested in theprovincid Chief Miniger who will appoint on the basis of ali st prepared by theProvincePdlice
Officer. This potentidly will further exacerbate thesetensions.
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L ocal management of performance

Preparaion of the Annual Confidertia Report (ACR) isthe chief ingrument for assessing the
performance of public officialsin P&kigan. At thedigrid level, the ACR of the DCO is prepared
by the digricd nazam and countersgned by the provincial Secretary Local Government. The DCO
isregponghble for preparingtheannual ACR for EDOs, which arethen countersigned by the
ddgrict nazm, and the EDOs in tum, preparethe ACRs of DOs, which are countersgned by the
DCO. At the TMA level, amila arangements exig, although with somevariaion among
provinces. In general, the TMO preparesthe ACRof T Os to be countersgned by the tehsl
nazm, with the notable exception of Balochigan wherethe paformance evalugtion channel has
yet to be delinegted.

Many officersinterviened consder the ACRto be an ineffective devicefor promating
accountahbility. Inmod disrias ACRs are prepared infrequently and only for ssnior officias.
These also appear notto be arobust ingrument for measuring the quality of an offica’s
performance or ensuring acoountability. However, somenazimeen haveargued that EDOST Os
might be more reponsveto ingrudionsif thenazmeen were authorizedto preparetheir ACRS,
asthisduty would provide them some influence, howeve modest, in promation decisons. DCOs,
TMOs, and T Oshave counteredtha this procedure would subject officarsto undue political
pressure inthe discharge of their duties, including pressureto providefavors & ome dage.

Autonony in pay policy

Setting wage scales and hardship or remateness dlowances arethetwo cardina fegtures of apay
policy. In P&kigan there isno provincial or didrid control over basic pay scales, and very little
over alowances. It isposshble, however, for local govemmatsto egadlish incertive payments
for their personnel. TheProvincia Local Governmat Ordinancesgae, * in every budget a
provison may be madefor paymen of performance incentive bonuses as prescribed.”

Inthe dudy digrids, some digricts were making use of this provison. In Faisalabad for exanmple,
the FY 2003/04 budget earmarks Rs. 500,000 for incentive payments Oncefundsare st asdein
the budget, as approved by the digrid council,then, in accordancewith Shedule I11 of the
Digrid Govanment Rules of Busness 2001, gecificrecommendaionsfor the grant of honors
and anards are to be submittedto thenazm for approval. In July 2003, the employeesof DO
Financeand Budget, DO Planmning and the cattral ¢&f of EDO Finance and Planning each
received a bonus of one month’ s salary (basepay and allowances) in recognition of their work in
preparingthe budget.

The performance-pay provison of the LGO provideslocal govenmernt policy makasan
opportunity to exercise some limited control over pay policy. However, it ispossble tha this
authority could be abused, asthenazm may goprove any paymatts once an overal envelopehas
been approved in the budget.

Nazimeen Authority over Senior Saff

The roleof thenazam ading astheemployer forthe DCO isparticuarly complex. The
relationship between thetwo officeholdersiskey tothe snooth fundioning of the loca
government and is meant to be balanced and two-sded. On theonehand, the DCO should, as pe
the LGO, be accountableto the nazm. Onthecather, and gppropria ey for a snior public servat,
the DCO mugt be ade to expressindependent vieasin order to provide professond, impatia
advice to thenazm and council (* gpeskingtruth unto power”). In many cases, astheprevious
section nated, the DCO is nat performingthiskey roleandhas becomede fadto apolitical player,
either agding & thebehed of the provinceagaind the didrict nazmor as an agent in furthering the
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nazm’ spolitical control ove the dgrid. These difficulties aeof course not peculiar to
devolution but refled prevailingnorms regulating politician-civil servant dealings at dl levelsof
government in Pekigan.

It was generally observed tha the aLthority of thenazmto writethe ACRs of DCOswas an
insufficient mechanismfor enforcing acoountahility snce it was an ineffectivetool for measuring
the performanceof an officer andtendedto beviewed asaroutinemater to be placed on an
offica’ sfilea thetimeof promation infulfilling alegal or adminidraiverequirement. Officers
tended to be given podings regardess of their paformance in previous tenures.

Didrid nazmeen mug have aworking relaionship with the DCOtha enablesthe nazmto drive
policy, while being appropriaely challenged on due process. In pradtice thee are few DCOs
providing robugt, technically informed and professonal adviceto nazmeen duringthe planning
and budgeting process. Although DCOs can be supportiveto nazmeenwho are in a secure
political relaion with the province, where naameen arenct well aligned politically with province
interess DCOs can a0 be hogtile supporting conflicting provincial intereds Thereaionship
between nazm and DCO isthereforekey. Srong diffaences between thesetwo players can lead
toadminidraiveparalyssand divided loyalties for gaff.

Therearetwo principal reasonswhy DCOs might and do seek to bypassthenazm. Firg, they can
themsalvesface ome challengesin imposing aLthority over othe senior digria daff. Pre
devolution, theoffice of Dgputy Commissong (DC) heldthepivatd postion & the didrid level,
but other line departments were not ansnverable tothe DC with resped to their annual
development plans, budgets, or personnel issues Withthe advat of devoluion, theofficeof
DCO has assumed a much larger andmore formal role vis-avisthe other groups of officesin a
digrict. However, provincia departments can and do chooseto disregardthe new arrangemerts,
and many ingances were reparted wherethe provincial govemment had sent ingrudionsdredly
to EDOs particularly education, indead of following the praper procedure. To counter this,
DCOs use their informal contadsintheprovinceto enforce athority.

Second, as membersof federal or provincial cadres, DCOs condder, correttly, tha theprovince
ratherthan by the nazm will determinetheir carea advancemat. DCOs can fed tha their
postion asafedera or provincia employee in adgria isnow aless powerful office. Senior
officersa grade 19 sarvinginthe digrids natetha their juniors arenow servingthe provincia
government as Secretaieswhilethey areserving as DCOs in places wherethey might haveheld
more powerful postions morethan a decade ago.

The ACR sygem isunlikelyto provide aparticularly $rong mechanisn for enaring tha the
DCO retains some incentiveto servethe intereg sof the nazm asthese officersremain part of the
federal employee cadreand so the ahility of thenazm to mekea crediblethred to trandfer the
DCO iscomple ey afundion of the informal relationship between him or he and the province.

Nazmean also have very littleauthority over the Digria Police Officer. Formally, only in Punjab
hasthe digrid nazm been given the initiating authority forthe ACR of the DPO, although in
practice in noneof the districts g udied were these performance eval uation reports completed 2
Sme nazmea, in fad, congdered tha removing the authority of theforme distrid magidrae
in completing the ACR of aformer digrid Superintendent of Police hascontributedto
Oeterioraion inlawand order in genaal.

& The14 April 2004 meeting (seefootnote 8) reportedy reaffir med the nazim s responsibil ity to initidetheDPO's
ACRinreged of law andorder in dl the four provinces. Policerules have not ya been prepared.
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External Oversght

The LGO providesingitutiona arangemeatsfor external oveasght of serviceproviders someof
which are intemal to council—Monitoring Committees, for example—whereasothersprovide
channelsfor dired influenceby citizens on service providers performancethrough externa
bodestha have agautory bass. Defined inthisway, Table 18 summarizesthevarious oversight
and otha community management ingtitutionstha support devolttion.

Table 18: Mechanismsfor External Oversight

Body Created or amended Function of the body Status
by which | egi slation
Accounts committees LGO To beformed at thedigria, tehsil, and Formed but nat
unionlevd for thelgisl aive scrutiny of functiond
public funds
Didrict nonitoring LGO Oversight of digria offices, such as Formed, but partly
comittees Educati on, Health and Works functiond
Tehsil monitoring LGO Oversight of tehs | offi ces, such as Formed, but partly
conmmittees infrastructure, and regul &ion functiond
Union nonitoring LGO Oversight of al offices of local government, | Formed, but not
committees sudh as educati on, health, infrastrudure functiond
Didrict publicsafety Pdice Order Community nonitori ng of police Formed but
conmmission generdly
ineffective
Villageand LGO Community nobilizaion for meintenance Not formed
| neighborhood coundls oflocal infrastrudure
Insaaf conmittees LGO To redress dti zen grievances againg district | Generdly non-
courts functiond
Accounts Committees

The LGO callsfor agrengheningof the auditing funationsof local governments Prior to
devolution, a sample audit was conducted of differat digria departments but the digrict, asa
whole, was nat audited. Indead, theaudit of dgrid offices of line depatmentswas conducted in
isolation. Pog-devolution, annual audits of the etire didrid govemmaeat aremeant to betherule.
Legdativeovedght over themanagement of public fundsisan intenaionally accepted good
governance practice and essentia for ensuring accountahility. The LGO callsfor the cregtion of
public accounts committees & althreetiersof loca government to be responsible for reviening
the acoounts and audit reports of the respective governmant. Devolution hastheefore, cregedthe
potatial for amuch larger number of transactionsto be publicly scrutinized, thus making
increased acoount ahility for public expenditure management possible.®

However, this potential remains unrealized. Withtheexceaation of Khairpur, no acoounts
committees have been notified, and in no digrid or TMA has any audit report of the post
devolution period been presented in council. S pragtically therehas been no adtivity on
accountablity and audit reports.

Monitoring Committees

NRB haslaid out elaborae guidelines fortheestablishmet of monitoring committees & the
union, tehdl and digria level to idatify problems a the sarvice facility level and bring themto
the atention of therespeative council and the concerned EDOs (National Recondrudtion Bureau:

8 |t should be notedtha the acoounts committees do not have the ability to review nonthly accounts. Oncethe

budge is rdeasad to DDOs, they maintanther own accounts and reconcil e themwith the DAO on anonthly
bas s. These monthly accounts are not presented before the Digrid Council, and hence the cound| has no formel
mechanismto meke atimely check of i mproper use of funds.
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2001b). Monitoring committees are meant to be subcommitteesof the concaned council,
congging of & lead three council members eleded for aperiodof threeyears. A third of the
members of each committee isto be from amongthereserved seat sfor women, peasants, workers
and minorities The union monitoring committees areresponsble for monitoring the functionsof
all local govemment offices respongble for the delivery of services within the union, whilethe
tehdl and dgrid committeesoverseethefundioningof the officesin their repedive
governments® T he guidelines gecify that through regular field visits, members of the
monitoring committees areto involvethe community in ngthe quality of sarvice ddivery.
The committees areto present quartely reports of their adtivitiesto their repective councils as
the begsfor the councils passing the necessary resolutions or referringthe metter upward to
tehd| or digrid councilsif needed. T he nazm isto report back within 30 daysto the council on
the adionstaken.

The field vigtsrevealed tha, with some natable exceptions and for several reasons monitoring
committess were not paforming as thereguations envisoned. Firs, in only oneof the six
dgricts—Khaimpur—did it appear tha the monitoring committees werethe product of a
compdtitive eledion through which oppostion memberswere also ableto secure some
represataion. Intheother digridsthe process was controlled by the respective nazimeen. Asa
result the committee members werenaot necessarily themost enthusiastic or qudified for the job.

For example, in Killa Safullah some of the union committees wereformed smply by digributing
the councilors anong them, and the councilors were not even awarethd they belonged to any
committess. In Bahawalpur, the digrict council formed a saven-meamber task force which was
assgned thetask of forming monitoring committees and which seleadedtheir members. The
members seled ed for the education monitoring committeewere al male mogly illiterate and
unaware of their roles and responghilities. Unsurprisngly they were unaldeto make much of an
impression onthe EDO and DDO, who did nat recognizetheir acthority. Committee meetings
haveaso nat been held, and no interadion hastaken place anong committee members The
Bahawdpur digrid health monitoring committee was somewha more fundional. It had produced
amonitoring report in which the chairman adknowledged tha the committee is not fundtioning
properly due to ladk of trainingof the councilorsand lack of coordinaion amongtheunion and
digrict health monitoring committees.

Other reasonstha monitoring committees funtion poorly if & all include lack of traveling
allowance andtrangport facilitieswhich grealy inceasethecogs of fieldvigts lack of training,
andinahility to effedively enforceoutaomeswhichintumn discourages effart. Inthe didrids
vigted, noneof the monitoring committee membershad traveling allowances, and & theunion
level, with theexceation of Killa Saifullah, councilors receiveno honoraria Therewasdso a
general feeling among councilorstha sncethebureaucracy isnat answerable tothe local
government andisinfad omeimestryingto subvert it, monitoring of teachers and hedlth
officidsisan exercise in futility.

In Faisalabad, for indance, one councilor cited the case of ateacher who was asked to be
tranderred Snce she was physcally abusng the children. After 6 months of complaining, the
teacher wasfinaly trandered only to manage later to get herself reassgnedtothepod. In
ancther case, thecharman of the distria works and services committee in Faisal abad & ed tha

% TheNRB Guiddines gecify that at the Unionleve nonitoring committees wil | be establishedin atleast the
following areas Munidpd Services, Finance, Public Safety, Hed th, Education, Literacy and Works and Sewvices.
Tehsil monitoring committees will be exablished for Munid pd Regulion, Infrastructure and Sewvi ces, Planning
and Finance and District monitoring committeeswil | be established for each“ group of offices or for each
individud officewithin the group of offices.”
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the committee had reparted a few months earlier to the digtrid council about an unsafe school
buil ding, but to dateno adion had been teken.

Karachi wastheonly digriad where monitoring committeeswere fundional, in pat due tothe
morepolitically aware and educated body of councilors: Reports of these committees were
submitted regularly, andthe health, education and works committees claimedto have inareased
the atendanceof daff by 20 percent intheir repedivesedors, andthe quality of maintenance,
and repair, aclamtha was generaly supported by NGOs and journaligs. Smilarly, the city
heath committee gaedthat it hadvisted 25 hospitalsinthe lag year to ensure quality of service
and reduce absenteei sm. The committee members believetha thisimprovement has been
achieved because of their congstat monitoring and not because of therespedtive EDO sinterest
intheimprovemat of services Even herethough, there is consderable frustration with the
bureaucracy, as exemplified by thefad tha the disrid council haspassed over 300 resolttions,
many of them calling for disciplinary adtions againg particular g&f, but without much reault.

These problemshave resulted in dwinding enthusasm amongthe councilors for carrying out
their functionsas envisoned inthe LGO.” Clearly, while problems with enforcament go back to
the larger issue of themismat ch between political decentralizetion on the onehand and
adminigraive and fiscal decentrdizaion ontheathe, it isimperaivetha the moraleand
capacity of monitoring committees be maintained so tha they may cortinueto play the vital role
of informaion gethering. Praper training, paymat of honoraria and prope eledtion procedures,
toensuretha only interested councilors become members, are needed.

Digrid Public Sfety Commissons

InP&kigean, overal public confidence inthepoliceislow. Naionaly, only 22 percent of
households gated tha they would contact the police for amate of public safety, accordingto the
CIET aurvey, and only 12 percat had initisted any contact with the police inthe pest fiveyears
(CIET: 2003). Amongthose who had contadedthe police, about athird were stisfied with the
way thepolicetregted them, a degreeof discontent primarily reflecting anger & the police for
demanding payments.

Lack of éfedive checksand balanceson thepoliceis pehgpsthekey reasonforthislow level of
pudic satisfadion. It isinteresing to natetha in Balochisan and NWFP, whaetheeisgredea
use of the leviesforces thaeisasoahighe leve of pudic satisfation (40 percent in each) with
the police® Theleviesforaes arereflective of local tribal arangements and aretherefore likea
community policing sysem subject to tribal checks and balances. For example, in Killa Saifullah
it was generally observedtha thelevy prosecition and invedigaion was of ahigh ¢andard and
the evidence was usually trustworthy and credible, tha illegal detentions were rare end tha the
levieswere generally well behaved and gopeared respectful of thecitizenry. Community sandion
was the main reason cited behindthe decent behavior and truthfulness of thelevies. Smilarly, in
Karachi,the Citizen Police Liaison Committee (CPLC), an organization of citizenswithroatsin
the busness community and dependent largely on privae dondions, hasplayed an importart role
in monitoring police performance and essertialy ao-producing police servicesthrough the use of
information technology for aime anayss.

% Studiesfromother digtrictspoint tosimilar probl ens with monitori ng committees. For exanple, one sudy of the
City District Government of Peshavar foundtha nost MCs weredormant or barely functioning duetolack of
training and infrastrudure, dd ayed natifi cati on of the MCs that constra ned ther working, lack of cogperati on by
theDigria Administration, and low budgets (City Digrid Government: 2003).

% |nthissurvey theterm* police” for Bal ochistan and NWFP refers to both the regular police and thelevies force.
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Box 15: DPSC Unableto Enforce
Compliance

In Bahawd pur, an NGO attivist complaned
to the DPSC that afd se case had bemn
registered aganst him when he stopped
police personnd from entering a function
aranged by him a theBahawa pur Zoo. The
Commission sfact-finding committes has
bean inquiring into the case for the past seven
months, but despite repeated dtempts, has
been unableto get the accused police
personnd to gopear beforeit. Thepolice
parsonnd are sad to be onatraning course
from which they cannot be excusad..
Meenwhile the complanant’ s case has bemn
sant for trid to the Antiterrorism Court where
it ispending adjudication. One of the DPSC
members inquiring into the case was doubtful
about the paliceintentionsinthe case He
sdd tha the same palice parsonnd were
gopearing in law courts but were unableto
mekeit tothe commission Moreover, the
police had written to the Commission tha the
case should not be probed further because the
matter was now sub judice

Source: ADB/DfID/WBDSD Déaasd 1.

Gven these examples of thebenefitsof community
overdght,the centerpiece of the police rforms as
laid out inthe Police Order istheestablishment of
Digria Pudic Safety Commissonsto enforce local,
andin paticular, citizen control over the police. The
DPSCispart of ahierachy of PCs, greching from
the union council and tehsl to the provinces andthe
Nationa Public Safety Commisson. At thecity
ddrict level, theDPSCisto consg of three eleded
members of the digrid council, andthreefromthe
provincial assembly, aswell as an equal number of
independent membersrecommended by a selection
panel headed by the Chief Justiceof theHigh Court.
Theordinance definesthe DPSC sfundionsas
invegigating cases of alleged policeexcess ensuring
theregdraion of FIRs gpprovingthedigrid’s
annual policingplan covering proposed expenditures
and performancetarge's, and exposngmisuse of the
police by digrid political leadership.

While agep intheright drection,the DPSC
ordinance has someserious limitations®’ It givesthe
DPSC no powersto enforceany of its decisonswith
regardsto police excesses it can only recommend
action againg a paticular policeofficer to the DPO.

Thisgipulation effectively meanstha theexteral accountability mechanism provided by the
DPSC mugt eithe defer to internal police procedure, giving an in-house inquiry under relevant

police disciplinary ruesthe leeway to exoneraedelinguent police dffica's or refer its caseto the
Province PSC, should the DPOnat submit aregoort or teke ation on the direction of the DPSC.

Unfortunaely, even with this limited mandate, DPSCs were either not formed, or whereformed,
were nat particularly effedive. For example in Kharpur and Karachi, & thetime of the vist, the
DPSC had ye to be esablished astheindependent membershad not been seledted. In othe cases,
such as Bannu, Faisalabad, and Killa Saifullah, while commissonshad been formedthey were
not provided with offices andtheir memberswere generally uninformed abolt the naureof their
duties and their powers under the law. In Killa Saifullah for example, neithe the DPSC members
northe DPOwere knowledgeable about the concgat of the policing plan. Only in Bahawal pur
was the DPSC somewhat fundiona, as evidenced by the fadt tha it had exablished fad-finding
subcommitteestha were invegigating a number of cases of reported police excesses or
negligence. Howeve, the DPSC has been unaldeto elicit compliance fromthe police in its
invegigations. Apart from natingthese ingitutional weaknesses, journaigsaso voicedthe
opiniontha DPSC memberswere afraid to take adtion againg the police.

Granted, DPSCs have a limited mandat e under the PO. But unlessthey can be shownto be
effedtive bodiestha ligento and make serious effortsto addressthepublic’ s grievances
regarding the police in anonpatisan manner, it islikely thet cynicism about policereformswill
further erode pubic confidence. Urgent tentionistherefore required to establish, adequately

57 Further, the reported ded sions of 14 April 2004 (seefootnate 8) to i nd ude Menbers of the Provind al Assenbly
on the DPSCs, aswell as increasethe control over the poli ce by the Chief Minister, will undoubtedy i mpact on
locd pdidng.
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support and build the cgpacity of DPSCsand to claify, by way of thepolicerules their
responghilities and powerswith respedt to boththe DPO andthe provincePSC

Insaaf Committees

Whileit isnot posshletointerferewith judicial decisons, it has long been recognizedtha
litigants should haverecourseto adminidraive dfficutiestha they face inthe courts including
complaints regardingthe conduct of a subordinatejudge. Accordingy, High Coutshave
entertained adminigraive complaints againg thesubordinatejudiciary, and all High Couts have
established Member Ingpedion Teamns (MIT) to invedigate such complaints. MITsreport diredly
totheChief Jugtice of theHigh Court concerned.

Unfortunaely theMIT’ sexigence isnat well publicized. The LGO providesfor digrid insaaf
committeesto assst thepublic to gain redress through the MIT . Unfortuna ely, while district
insaaf committees have been esadlished, they have raely me and have generaly been
ineffedive in dischargingtheir roleof asssing litigantspursue grievances about digrid courts by
facilitating accessto the MIT . Asareslit thegap baween citizens andthe courts hasnat been
narrowed.

The courts have, however, taken two impartant initiativesin thisregard under the Accessto
Jugtice Program. Firg, thehigh courtshaveingitutionalizedthe office of theMIT and arenow in
the processof making it more accessble and building its capacity to deal with citizens
complaints In 2003the Peshawar High Court took out newspape advetisements abou the MIT
function and received over 800 complaintsin response. PHC isaso taking sepsto build the
capacity of theMIT under the Accessto JusticeProgram. Second, thehigh courtshave also
endorsed the egablishmant of Citizen-Court Liaison Committeeswith the Digria and Sesson
Judge asits chair. These committees have members drawn fromthe ber and civil socidy. Inthe
NWFP such committeeshave now been esadishedinal digrids.

Adequate deployment of gaff

Thepreceding dscusson of employership, the nazm’ sathority over senior ¢df endtheextat
of extemal oversght ove sarviceproviders hasfocused onthe incativesof frontlinegdf to
lisen and respondto local political leadership. Although the emphasshereisonincatives, it
should be recognizedtha lack of capecity isclearly acondraint ontheability to ad onthese
incentives. This section briefly reviewsthe g&fing and kill levelsin the key depatmatsinthe
Sudy dgrids aswell asthefinancial powers exarcised by local officialstha enablethemto
executethe budget effectively.

Adequate numbers and ills

The digriasfaceparticuar problems of undergaffing in the Heath Departments, in part because
therehas been aban on recrutment, but al because of confusion about gaffing due tothe
merging of dfferat cadres dter devolution. Shortages of key gaff such asdodorswere
paticuarly acutein KillaSafullah (only 40 percent of dodtors vacancies are filled), Karachi,
and Khairpur. By contrad, the stuation in Bahawal pur and Faisalabad was better, in mgjor pat
because—as noted earlier—the digrid government had hired anumber of dodorson contrad.
The stuationin educaionwasin general beter, athough all the EDO offices, except tha of
Bahawalpur, were undersaffed.

When provinces have particuar incentivesto intervenein the didrid, gaff vacanciesand cgpacity
problems ae worse. In Khairpur, five EDO postions (F&P, Law, I nformation Technology,
Community Development and Hedlth) are currently vacant, and againg a ssndioned srengh of
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36 officials only 17 officids areposed in Finance andPlanning (F& P) department By contradt,
in Faisalabad officars are pogedto all senior podsinddrid govemmet, and overal, fewer than
5 percent of pogsa DOor DDOlevels ae vacart. FortheT MAs genaaly, however, the currat
vacancy levels can be extreme.

Lack of adequateskillsisan equally pressng problem. Although there are undoubtedy many
capacity gapsinthe digrids theword problemsarefoundintheT MAs TMA gaff often lack
the cgpacity to perform the planning and service-delivery funaionstha they have been given.
Many gdf ae serving in postionstha reguirehigher levels of seniority and cary gregter
responghility than is appropride for their experience. Thepodsof TO (Reguation), TO
(Finance) end T O (Planning) were consstatly weak aspeds of TMA fundioning. For example,
in Kharpur, grade 11 s df arepodedto these postions but without the gppropricte experience or
training. Where junior-level daff have been posted to the Infrastructure and Services departments
intheT MAS, capacity problems are evident. Saff have been assembled from the PHED, the
Local Government and Local Council Service and the Provincia Civil Serviceamongothers,
and many occupy podtionswhich require skills abovetheir grade and cannot peformtheir
responghilities effedtively

In some casesthe problemis one of over-qudification. Typically, the T Os (Infragructure and
Services), who might have been external engineersPHED & grade 18 prior to devolttion, were
mog uncomfortable withtheir present postion. In Punjabthe PHED g dfersresent the devolution
of their depatment, congderingtha likeW& S education and hedlth, they should aso have been
assgnedtothe dgrid level and allowed to keep their linkswith provinge. The extemnal engineer
level daff who have been poged asTO (1& § takeexceptionto theloss of their powers
independence and large jurisdiction.

Box 16: Staff Shortfallsin the TMAS

Thesix study districts reveded sevard examples of the capadty problems fading locd govemments. In the
two TMAsof KillaSafullah, two TO sedts were vecant, and the TMO and hisstaf did not have the
requisite expaience to perform thar fundions. In one TMA, asub-enginex hed an additiond
respongbility for TO (Infrastructure and Savices). In Karachi, the TO (Planning) post was vacant in dl 18
TMASs of the dty. Moreover, asignificant proportion of the 8390 offi cers of the Karachi Water and
Severage Boad (KWSB) were paliticd gppointess, none of whom was performing his duties propaly. In
Kharpur, the TMO paost in tehsil Kot Diji had been lying vecant for the last three months, whilethe TOs
for Planning, Finance, and Regulaion were grade 11 employess working in grede 17 positions Inthe
TMASs of NWHP, anumber of TO (Planning) pasitionsare vecant. The Situaion in Punjeb wes rdaivdy
better —TMO and T O postionswere filled in the TMASs of Faisd abad and Bahawd pur, dthough the

offi cers in many cases do not have the skillsrequired. However, in Jaawdla TMA inFaisdabad, d most
hd f of the posts—sanitation workers for the most pat—are vacant (300 employess out of 567).

Source: ADB/DfID/WBDSD Dédasd 1.

Theprovinces havetaken some s gpsto improvethetedinical capacity of local govemmants. For
example, Punjab isabout to enbark on a sthemeto build finance and acoounting capacity
through the contrad appointment of up to 250technically qualified expertsto support disrid and
tehdl govemmant. Thisinnovaion isan exampleof the proective goproachesteken by the Punjab
Finance Depatmat to gatingthe key financial sygdems of local governmat up and running.

T echnica sandiion powers

The Delegetion of Financial Power Rules designates the authorities competent to goprove
expenditures, outliningthefinancia powers enjoyed by differet caegories of officers
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Nevertheless devolution, while producing a degree of cattralization of financial powerswithin
the local adminidraion, has a generated consderable ambiguity about thefinancia powers of
the gaff appointed to the new digrict and TMA postions Marny senior 4&f do nat have
Category | financia athority, and thetechnical sanction authoritiesno longer are sruduredina
coheret hierarchy ®® Even when they do havethis autharity, asin the caseof the DCO, in many
casesthe dgrid government hasto tunto theprovincial govemmant for ssndion, particuarly in
mattersrelaing to the purchase of durable goods Thislack of finencial althority impairs budget
execution.

Developmeant budget execution suffers because the powers of technical ssndtion available & the
ddrict level in such provinces as Baochigan and NWHP have declined (Table 19). Asareaut,
gettingtherequired approvals from the province opensthe processto political interference,
particuarly inthose didridstha are in political oppostiontotheprovincial govemment.
Denying local govemmant thistedhnical sandion authority weakensthe gaff regponghility snce
the reponghble officialsare nat digria employees and hence cannat be heldrespongble for
delaysin execution. Furthermore, inthecase of Karachi and Khairpur, thefunds for development
schemes are releasedthrough acoount | by the provincial finance department. The procedure
involves submisson of approved PCL to tha department, which then releasesthe fundsfor
capita portion intwo equal ingalments. No maximum period is fixed for the release of funds
andthe digrid govenments cannat be catain about thetiming of disoursement.

Inmany of the dsridsguded, devolution hasledto reduction inthe EDOs financia powers,
paticuarly inrelaiontothose of the DCO. For example, in Killa Saifullah, Bannu and Karadhi,
EDOsare caegory |1 officers, previoudy theeguivalent postion had caegory | financial powers.
Asarealt, ending powers of the EDO have been sevaely curtailed. By contragt, thefinancial
sanction powers tha were formerly accorded to provincial Secretarieshave now devolvedtothe
DCO, and asthePrincipal Acoounting Officer of adigrid, theDCO isa Caegory | officer. He
thereforehashigher financial sanction and procurement powers than EDOs of the atached
departmants. Thisdgarity hastheeffet of catraizingthe budget preparaion process and
expenditure athorization withinthe digrids, causng some delay in goprovals and decisons,
paticuarly affexingthe Health and Education depart ments

Ancther exampleof the cattralization of financia powersistha nat all the officersin dharge of
Health and Education departmentshave been declared Drawing and Dishurang Officers (DDOs).
Every depatment has anumber of DDOs, regponsble for draningthepay for all thenon-
gazetted g&f. In cases wherethey have been declared DDOs, their powers arethoseof either
category |1 or category 111 officas adaustha limitstheir powers of budget execttion.

Thetedhnica sandtion problem is exacerbeted by thecontinuation in al provincesof the PHED
in someform, ethe & theprovincia headguartersor in circleswherethey serve as
Superintending Engineerswith high sanationing aithority. Most schemes of any impartance are
submitted ousde the didria for gpproval.

8 Category | finanda powers means tha the officers have nolinits onther authority to incur liahilities on behal f of
the govemment. Category Il and 111 havedecreasng limits.
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Table 19: Execution o the Devdopment Budget
(millionsof Rs.)

District Budget PC-1 Approva by Administrative Technical
Approval the DDW P/DDC Approval Sanction

Killa UptoRs.5 XEN uptoRs. 5

Saifulleh CE (province) beyond that.

Karachi UptoRs. 20 Digrict Engineerupto Rs. 3
EDO/CE upto Rs. 20

Bannu Didrict UptoRs. 10 Didrict Coordingion | Digrict Engineer

Council Officer Rs. 2

Bahawd pur UptoRs. 20 EDO uptoRs. 20

Kharpur UptoRs. 20 Digrict Engineerupto Rs. 3
EDO/CE upto Rs. 20

Fai sd abad UptoRs. 20 EDO uptoRs. 20

In al thel0 TMAsdudied, every expendture is sandioned, suject to budgetary alocaions, by
the tehsl nazm, and every chedk issgned jointly by the TMO and thenazm. Compared withthe
dgrict governments, therdore, the TMA budget execution remains acentralized operaion insde
the TMA. Howeve, thetechnica g&f in TMA need smilaly enhancestedhnical sandion
powers S far, only Punjab and thetowns in Karachi have natified proper ssndtion powersfor
theTO(1&S. Idedly, theTO(I& 9 should havesuch authority upto Rs. 1 million, andinthe
larger digrias saior level 2df like SES can be given powers of upto Rs 20 million.

Citi 2n Power (Client Power)

Asthe WDR argues, service delivary can adso be improved by improving client power, tha is,
grengthening the dired linkage between citizens and service providers. In many ways such an
approach can be moreeffedivethan focusng on efortsto make service providers more
accountableto policymakersand policymake's, inturn, to citizens. One shortcut isto increese
consumer power through participation. The LGO and Police Order cal for the aregtion of various
bodiestha can serveto improvethisclient power (T adle20). The sudy consders
e (Citizen due revlution—including Departmeata Complaints Cells and Gitizen Police
Liaison Committees.
e Community management of facilities—including Citizen Community Boards and Shool
Managemeatt Committees.

Thepatatid for cliat power in Pakidan needsto beviewed in the context of agenerally low
level of citizen involvemant in community organizations. Accordngtotheresutsof the CIET
household survey (CIET : 2003), 2 percent of households had amale member, and 0.6 percat had
afemalemamber, participaing in voluntary groups. No sgnificant dfference inthe levels of
participation separaed urban and rura areas (CIET : 2003). In theory, decentralization can have a
postive impact on community participation; greder citizen accesshility can reduce the cogsand
raise the benefits of community mohilization, andthe largenumber of local politicians can act as
catalyssfor thismohilization.
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Table 20: Mechanismsfor Citizn Dispute Resolution and Community Management of Services and

Facilities
. How Purpose Status
Mechanism introduced? i
Conplaints and LGO To address citizns conplants | Formed in cases, but
Grievances cells againg mel-adminigration generdly nonfunctional
Citizen Citizer] PdiceLidason | PdiceOrder | Voluntary bodies to ass'st.the Fo.rmed in Karqhi and
Digute Committee DPSCto develop mechanismfor | Faisdabad, varieblein
Resoluti on lidsing between aggrieved effectiveness
citizens andpalice
Zilamohtadb (digrida | LGO To address citizens conplants | Nonfunctional
onmbudsman) againg mal-adminigration
Citizen Conmunity LGO Community partidpaionin Generdly nonfunctiona
Boards locd devdopment works except for a few noteble
Comnunity exceptions
mg nt of Schod Manggement Socid Parentteacher assod ati on for Formed; most functional
facilities Committess Action mei ntenance and repair of inPunja and Sindh.
Program schod's, and proaurement of
educdiond neterias

Theoveall conclusonfromthe field vidtsistha it istoo ealy totell whether or nat devolution
has had any impact on client power for thebette or the worse. A number of participetory
mechanisms, such as Village and Neighborhood councils and insaaf committees, are eithe not
formed or are ineffective while athers, such as Citizen Community Boards and Shool
Management Committees (apre-devolution initiative) haveye to achievetheir full potetial. On
the other hand, there arenumerous examplesfromthe digridsvisted and from otherstha
ugoes tha innovative local leadership hashad apostive impad on community mohilizetion and
inturnon saviceddivery.

Citizen disouteresolution
Departmental Grievances Redressal and Complaint Cells

Intheory, kegping arecord of al complaints enables an autharity to find out thena ureand
number of problems faced by thecommunity it serves. Formalized mechanisms of redressng
grievances, moreover, can be enginesfor service delivery improvement. The Departmental
Grievance Redressal and Complaints Cells envisaged by the LGOs, provide such potentia
avenuesfor citizen ovarsght of official actions and for improving accountahility.

However, these mechanisms are poorly developedin al digrids The mos common method used
was the ingallaion of a complaints box in various offices Officialshoweve, tended to forget its
exigence. In some placeslike Khairpur specific officialshad been designatedto redress public
grievances, but no data were available asto the kind and number of complaints. A complaint cell
had been egablished in Bannu only. Innearly al the digrias, senior officers continued to regard
ansnering public complaints asanintegra part of their job description, and bath written and
verbal complaints were common. Whe he or nat complaintsresuited in adion, however, seemed
to dependon the perseverance of the complainant rather than the presenceof any ingitutionalized
mechanism.

L GO mandatesthe gopointmert of a Didrid Ombudsman for each digrid. Thisinitiadive is
modeled ontherdaivesuccess of the federal and provincial ombudsman systams, which—with
all their faults—have been adle, by usngrelaively informal proceduresto provide rdief & little
cog to citizens. Unfortunaely no Digrid Ombudsman has been gopointed in any province.
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The LGO dso containsaprovison onrightto informeion of citizensand disclosure of
information by local govemmaen offices It providestha each local govemment office must
dsplay in aprominent placeaccessble to citizensinformation about its s&fing and peformance
during the preceding month. T hisprovisgon had nat been followed in any of the digrids visted.
Neither had any local government officetaken any adtion to bringto thedtertion of citizenstheir
right to information about any officeof the local government.

Citizen Police Liaison Gommittees

The CitizenPoliceLiaison Committee is a self-financing voluntary organiztion, which citizens
can s upto asss thePublic Sffety Commisson and the Police Complaints Authority. The
CPLCsin Kaachi and Faisalabad, the only two examplesinthe dudy, were esablished before
the promulgation of thePolice Order and are somewha different fromthe CPLC it envisaged.®
Smilar in desgn and focus, the Faisalabad CPLCis patanedontha in Karachi. Bath assg the
public in regigraion of FIRsand inresolving civil financial disputeswith the adtive asssance of
the police. Additiondly, the GPL C in Faisalabad renovaed and equipped police g&ions, but
neither was undertaking any cgpacity building or asssingthe Public Sfety Commissons Infad
in Faisalabad there was resentment anongthe DPSC member stha—because of its goodreldions
with the police—the CPLChad taken overtheir role.

In summay,thesetwo CPLCs are busnessinitidives and mog of thelr membersare
indugtridigs end traders. They undoubtedy helped improve channels for somecitizen-police
contadt, but there islittle evidencethis progress promotes apro-poor orientationin savice
oelivery.

Communitymanagement of facilities
Citizen Gommunity Boards

Theprovison for the exablishmat of CCBsintheL GO isasgnificant depature for the
government. It marksthefird formal recognitiontha civil society hasan importat roleto play in
development and service delivery. A CCB isto be a non-eledted voluntary organization,
consging of & leag 25 members. It can, in principle, be edadlished for avarigy of purposes
including initiating and improving development projeds, esablishing cooperaives, forming
monitoring bodies over police and athe service providers and reinforcing the capacity of
monitoring committees & the behes of the concerned council. At least 25 percent of thetotal
development budget of eadhtier of local government (digrid, tehsl, and union) mug be
earmarked for projedasidentified by CCBs, and each CCB has to makea cash contribution of 20
percat inordertotap into these funds for aspecific projed.”® Moreover, these CCB development
funds cannot be re-appropriated for other agtivities If unused at the end of thefiscd year, they
must be caried forward to subsequent financial years.

% |n addition, aCPL C has recently bemn established in Quetta These three conprise theonly CPL Gsin Pistan.
The Faisa bad end Karachi CPL Cs do not undertakethe primery responsibiliti es as detail ed in the Poli ce Order
2002, for exanpl e, training of PSC mermbers.

" Theguidelines secify tha in kind cortributions by CCBs will be considered & an add-on tothe 20 percent cash
requiremment and nat arepl acement and will betaken into cond deraion in the ranki ng and evaluati on of the projedt

proposal .
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Box 17: CCB Success Story

A CCB was formed in anemy setled area of Bahawd pur dty, an aeatha had manstream devd opment in
thedty lagdy passed by. TheCCB was formed with the primary am of improving the saverage systeam of
the neighborhood. Its membershipind uded aretired bank manager, an auditor, adriver and an education
worker. Although the UC naz m had not won the votes of the mg arity of thelocd populaion, hewas ill a
supporter of the CCB, not acommon ooccurrence

The CCB wes registerad in June 2002 and compleed its first mgor projedt, the dacament of asawverage
ling by July 2003 Completed & acost of roughly Rs. 3 million, it bendits goproximatdy 35 househaldsin
the community. The qudity of the work was high—CCB members explaned that they reduosd the distance
betwemn two manholes for eesier and faster flow of water and hed d so incressed the ratio of cement to sand
from 1.7 to 1.4, which strengthened the structure. Fundswere recaved regulaly from the union
government, and aooounts, |edgers, cashbooks and dl other rd evant records were mantained meticuloudy.
Payments, even to masons and contactors, were made by chedk to avoid any misuse of money. Uponthe
compleion of scheme the CCB prepared impressive detdls of thefind statements of expenditure for the
UC nazim' sgpprasd. Ther accounts caried two signatures: tha of the CCB president and the generd
saretary. These books were mantaned properly primaily due to the banking expertise of the CCB
members as wel as thar good irtentions.

As far as the future plans of the CCB are concarned, they were vary enthusiagtic and willing to underteke
more smdll-scd e projects such as the buildng of a playground, mosques and roads for their locdity inthe
coming years. They dsobdieved that they could day arolein avareness-rasing campagns on politicd
and sodd issues. For example, theCCB isdready involved informdly in setlinglocd disputes. The CCB
members damed tha the community in generd hed confidence in the board and came to themto resolve
family problams, fights over children, cases of fdseregistrations of FIR, and so forth. They dso damed to
have ben able to work these problems out amicably. For instance, inthe case of the fdse FIR, the CCB
took it badk from the police and resolved the matter locdly.

Source:t ADB/DfID/WBDSD Déasd 1.

With afew notable exceations thedigridsvisted haveno fundional CCBs. In mog cases CCBs
havenat been regstered, and wherethey have beenregigtered, asin Faisalabad and Khairpur, in
the main they have nat recelved any developmen funds, although there are important exceptions.

Several reasons account for thispoor record. Firg, CCBs needto beregistered beforethey can
gain access to the funds earmarked for them. Registraion hasto be undertaken by the EDO
Community Developmernt & the dgrid level or TO Planningfor tehsl-level schemesand
Secretary Community Development for theunion level. In anumber of digridstherelevant
officewas eithe vacant for a 9gnificat period of time (asin Karachi) or lackedthe capacity to
undertaketheregigraion (Bannu). Second, until recatly the regigraion guidelines lacked
clarity; asareaut, somelocal governments adopted ovely cumbersome processes. For example,
a Bahawalpur requirement, now abolished, kegt CCBsfromregigaing until the20 percat
contribution was made, andthispreconditionintumn deterred citizens from contributingto an
organizationtha did nat have any lega daus. T hird, in many poorer communitiesthe 20 percat
cash requiremat isprohibitive Fourth, epecidly in rural areas, many members do nat havethe
education ortrainingto developthe PC-1 for projedsandto cary ou projeds Finaly, and mog
impartantly, in many cases CCBs havenat been apriority for theloca government political
leadership.

Mog councilors (save for a very few astLte nazmeen) see CCBs as competitorsfor political

credit and a sourceof rigidity inthe development budget. The NRB hasrecognized this foat -
draggng andingsedin building pressure for their development by requiring tha the 25 percat
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set-adde be compounded, cregting an increasngly large amount of resources, to provide an
incentive for nazmeen and councilsto get CCBsworking.

In genead, there isa general lack of awareness about—and in ome cases hogility toward—
CCBsamong loca eleded representaives For exanple the CIET survey revealstha inthe
second half of 2002, about half of the union councilors and 18 percent of the women councilors
had heardof CCBs (CIET: 2003). In othe cases, NGO representaives saed tha the local
|eadership opposed CCBs because they challenged the government’ s monopoly over
development. CCBs have a0 in ome cases been vidims of thepolitical tusde betweenthe
province and local government.

The ladk of progressin forming CCBs has had somenegativeimpads ontheaready low levels
of community involvement nated earlier. In Faisalabad, while over 300 CCBs have been
regstered, nonehad received any funds & thetimeof the digria vist. Subsequently, 15 have
obtained funding. 1n some cases, the chairmen of the CCBs natetha they have had to reunthe
community’ s contributions.

Some forward mation hasoccurred, however, where ative involvement of councilors and
community organizations resulted in successful CCBs 1n Bahawal pur, for example, the work of
an adive CCB has gregtly improved the sawerage sygem of theneighborhood. (See Box 17) The
key ingredientsfor this success gory are support fromthe union government, as exermplified by
reguar release of funds, and an educated and proadive membership. Ancther success sory
comes from digrict Jhelum in Punjab, wherethe digrict governmert, in partnership with a union
government andthe Naional Rural Support Progran (NRSP), has launched apilat projett under
which CCBs have been aegted and are being provided on-the-job training through the
implementation of physca infragrudture schemes (4red pavemat, sewer-drain congruction and
reservoir congrudion). T he funding arangemants areshared, with acommunity contribution of
20 percat, adigria govemmant oontribution of 50 percat and an NRSP contribution of 30
percat fromthePakigan Poverty Alleviaion Fund (PPAF). Shemes are identified on the basis
of consmsus among members of the CCB, andthetechnical tasksof projed desgn and costing
are doneby NRSP. Theprojet isthen managed and implemanted jointly by NRSP andthe CCB,
with reguar monitoring by thenazm, naib nazm and councilors of the union. To date, Sx
projectsat cogingroughly Rs. 2 million have been completed.

Asnated inthe PR, govemman intends the recently edablished Devolution Trust for
Community Empowerment (DT CE) to play a critical rolein supporting CCBs. It isnadt justto
providetechnical asssanceand cgpacity building to nascat CCBs and local govemmatsto
assg inmohilizetion, regigraion and projed planning, but alsoto facilitatethe emergence of a
devolution movemet & the loca level to help consolidatethe reorms with citizens aswell asthe
elected representaives DT CE will work withtheNaiona Rura Support Programmeto mohilize
and train communities and councilors. DT CE has received commitmentsfor funding support

from anumber of hilateral donor agencies aswell as from the UNDP who will managethe fund

Shool Management Committees

A further level of adminigraive decentralization isavailable to the facility level. Thevarious
examples of thispatatial in Pakigan al predatedevoluion and include SMCs, PT As and weter
committees. The logic of sthool-based managemet istha parents andthe local community have
better information about the quality of teachinginthe local schools and of the needs of the local
school than cattra or even sub-national govanments Thaefore, stchool management committees
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(SMCs) should have responsghility for managing school affairs Empirica invedigaionsof
school autonomy, while few, appear to support thisproposition.™

Shool Management Committees (SMCs) providethe sarked example examined by thestudy of
attemptsto cregteincativesfor service providersto regpondto views and concems of service
users In recent years SV Cs have beenrevived, largely asaresut of donor engagement & the
provincia level. Names vary with the provinces—3MCsin Sndh and Punjab, Paent Teacher
Asociations (PTAS) in NWHP, Parent T eacher Shool Management Committees (PT SMCs) in
Balochigan. Thedructureof the M Csis different fromtheold PTAs (whose membership was
limitedto parents andteachers) and includesin some cases represataivesfrom NGOSaswell as
fromthelocal political leadership. Asdiscussed below in the sedtion on Education, the initial
resutsfromthenewly congituted SMCs are mixed but nat without promise.

' Two countriestha havebeen sudied in somedetdl are B Salvador and Nicaragua. In El Salvador, community-

menaged rural schod s, called EDUQO, were given signi fi cant decisionmeking authority and autonorry, ind uding
theahility to hireand fireteachers and principals, chood ng textbooks and deermi ning teachi ng methods, and
responsibility for equi pping and mai ntaning theschod s. One study found tha EDUQO schod shad much higher
parert inva verment—measured by frequency of meetings with teachers and visitsto cl assrooms—thantradition
schod's, and consequently that theseschod s had al ower incidence of student and teacher absented smthan
traditional schools (Jdmenez and Sawala: 1998). Moreover, thishigher parent engagerment occurred despite
EDUCO parents be ng on average poorer than theparents in traditiond schod's, suggesingtha i nsti tuti onal
reform was adecidvefactor in theinproved outcomes.

In Nicaragua, from1993 onwardsschod management functions havebeen transferred to asel ed nunber of
primary and secondary schod s. These autonomous schools were given de jure repons hility overteacher
menagement, and overthe school plan andbudgée. However, one enpirical invegigati on foundtha defacto
autonony varied considerably acrossthese autononmpusschod s, and tha, after controlling for avariety of student
and household charaderisti cs, therewas apodtive and gati gicdly 5 gnifi cant rel ati onship bawean thedegree of
decisionmeking actually exercised and sudent achievement as measured by test scores (King and OZ er: 1998).
Furthermore, the abil ity of schod sto monitorteacher activities and teacher ¢affing had the greatest inpact on
student achievement.
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Appendix

DATAON INSTITUTIONS IN TRANSITION

Table21: Numbers of L ocal Governments after Devolution

District District City District Tehsil City Towns Union
Governments | Governments Municpal Administrations
Administrations

Punjeb 33 1 115 I 3,453

Sindh 16 1 86 18 1,044

NWFP 23 1 A 2 ° 957

Bdochistan 25 ° 1 71 2 568
Total 97 4 ° 306 29 6,022

a. In NWHP, sing etehs| d sridshave bean given theopportunity to subdivide tehsil sinto what are termed
“towns.” However, these have ndther thelegd underpinning nor therd es and repong hilities of city district
towns.

b.5 ofthese digria govemments have been newly cregted and whilethey havethedistrict adminigration in
place, the El ection Commi ssion hasyet to hold theindirea el ections for thenazimandnaib naam.

c. Islamebad became aCity Digrid inNoverrber 2002 with thepassing of the Id amebad Capitd Territory
Locd Government Ordinance. However this has yet to beinplemented.

Table 22: Phasing of L ocal Government Elections, 200001

Milestones Election dates

Dec. 2000 | March 2001 | May 2001 | Aug. 2001 | Sept. 2001 | Total
Number of 18 20 20 31 11 1007
districts
Numbe of union 959 1,459 1577 1,677 353 6,022
ooundls
Number of union 20,076 30,639 33,117 35,217 7,413 126,462
cound| seats

Note: Nonparty dections for Union Coundl seats were hdd sequentidly, in’5 rounds inthe peiod
from Decamber 2000 to September 2001. The d etion of nazimeen, naib naz meen, and resarved
ocound| seets a the district leve took place ater the completion of dl the union cound! dedtions.

a Thetable reports dettions to 100 dstrict cound s while the text states the numbered 96; thisis a
result of the merger of the five Karachi distrids dter the dedion. Theteble showsthe potentid tatd
of union coundlors. (6,022 x 21 =126462). However not al seats were filled.

Source (Pattan Devd opment Organization: 2003).
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Table 23: Local Electoral Arrangements for Pakistan in Comparative Perspective

Country Number of L ocal Average population Mode of dection o Mode of dection
Governments®  per local mayor of coundilors
government
Argentina 1,100 30,818 D D
Badlivia 311 27,703 D D
Breadl 4,974 31,222 D D
Columbia 1,034 34,429 D D
Indonesia 370 567,000 I D
Philippines 1,538 490,000 na D
Pekisten 101 1,443,000 I D

D: direct, |:indired
n.a Not gplicable.

a. In cases wherethereare multipletiers of locd government—as in Indonesia, Paki gan, and the Philippines, —thetier
tha hasthe most juri gdiction over seviceddivery is chosen. In the case of Pakiganthisis disrid government.
Sour ces: (Azfar: 2002; Hofman, Kai ser and Goga 2002; Nickson: 1995).

Table 24: Impact o theReforms on Each Leve of Government

Levd of Impact
Government/administration
Feded Govenment e No change

Remains with largdy the same srudure

Provinoss

The deconontrat ed units of the mgor savice ddivary line
depatments (staff, assets and budgets) devolved to locd government.
Provindd government now has no locd representetion in the
devolved sarvice ddivery setors, exogpt for provind d fundions, but
heed offices and diretoraes ranan unchanged

Divisond tie of province .

Abolished, exomt for police
Functions, staff and budgets dlocated to distrids

Didtrict levd provinceoffices |

Grouped in 11 Groups of Offi ces” with areation of new offi ces of

F&P, Lav and Literay.

The 11 Groups an detted nazim and aZila Cound| aegted to form
the new tig of Distrid Govaenmant; 97 distrid govanments and 4

dty district govemments cregted. "2

Urban and rurd locd bodies | o

established under LGO 1979

The ealie jurisdidtions redravn to merge rurd and urben aress; in
most cases the new prednds raman coterminous with the revenue
tehsils, whilein caseof “ dty didrids’ themunidpd aress were
divided to form“ towns;” provindd depatments of Public Hedth
Engineging devolved to this levd (dthough na indl provinces)
335 tehsil, taluka, or town municipad adminigrations cregted largdy
with the munidpd savice ddivay mandates of thelocd bodies

Union administrations .

In some cesss larger Unions have bean divided and in case of urben
aeas dso Unions have been created

6022 Union Administrations have been crest ed with minimd
exenutive fundions but, legdly, apotentid to gain more functions

Source: ADB/Dfl D/WB DSD Détaset 1.

2 Baodistan hassince further divided its digrids.
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Table 25: Health Fadilities TranSerred to District Governments

N Killa . . .

Health fadility Saitullzh Karachi | Khairpur | Bahawalpur | Faisalabad | Bannu
Hospitds 2 13 4 6 6 1
MCH Ceates 1 9 8 10 6 1
RHCs 1 7 11 10 11 2
BHUs 16 35 75 71 169 34
Sub Hedth Centas 5 32
Provindd dispensaies 11 20 30 5 5 8
Former munidpd corporaion 0 219 0 51 149 0
and Locd Government

Depatment di spensai es

Unani_Shdfakhanas 0 0 20 0 0 0

Source: ADB/DfID/WBDSD Dédasd 1.
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Table 26: | mplementation

of Budget Reforms as Required by the L GO

Requir ement Ref. Legal Bannu Bahawalpur | Faisalabad | Karachi Khair pur Killa
Provison Saifullah
2002/03
Preparation of Section 112(6) of | Incorporated | Yes Yes Yes. Yes. Yes.
revised budgetby | NWFP LGO inthe Incorporated | Incorporated I ncorporated
local govt. before | 2001 budget in budget in budget in budget
the close of the 112(12) of document document document document
financial y ear S GO 2001 for the next
112(11) of financial
PLGO 2001 year
Approval of the Section 112 (6) Approvedat | Yes Yes Approvedin | Approvedin Approved
revised budget of NWFP LGO the time of the budget the budget during the
before the end of 2001 approval of session. session. budget
the financialyear | 112(12) of budget The FY had session
9. GO 2001 ended already .
112(11) of
PLGO 2001
Notification of the | Section 112(2) of | June 2002 28.06.02 26.06.02 Yes No June 2002
provincial shares NWFP LGO
for the district 2001
govt. by the govt. 111(2) of SLGO
from provincial 2001
allocableamount 112(1) of PLGO
2001
Preentation of the | Section 112(1) of | 07.08.02* 09.07.02 — 25.06.02 6.07.03 July 2002
budget for NWFP LGO
approval of the 2001
respective Council | 112(1) of SLGO
2001
111(2) of PLGO
2001
Detailed scrutiny No legal — Informal No Yes Yes Yes
and provision under
recanmendation NWFP LGO
to the Council by 2001
the Budget 112(3) of SLGO
Committee 2001
No legal
provisionin
PLGO 2001
Approval of the Section 112(3) of | Yes Yes Yes Yes Yes Yes
budget by smple NWFP LGO
mgority of the 2001
total membership | 112(4) of SLGO
of the respective 2001
Council 112(3) of PLGO
2001
Approval of Section 112 (1) No 9.07.02 29.06.02 29.06.02 July 82002 Itwas
budget Beforethe | of NWFP LGO approved
beginning of 2001 within 30
financialy ear 112(7) of LGO daysd June
2001 30.
112(6) of PLGO
2001
Authentication of No legal — Yes No No No Authenticated
Schedule of provisionin on August
Expenditure by NWFHP 27,2002
nazim? 112(9) of L GO

2001
112(8) of PLGO
2001
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Table 26: | mplementation of Budget Reforms as Required by the LGO

Requir ement Ref. Legal Bannu Bahawalpur | Faisalabad | Karachi Khair pur Killa
Provision Saifullah
2003/04
Preparation of Section 112(6) of | Yes Yes. Yes. Yes. Yes Under
revised budgetby | NWFP LGO I ncorporated preparation
local govt. before | 2001 in budget
the close of the 112(12) of document
financial y ear SLGO 2001
112(11) of
PLGO 2001
Approval of the Section 112 (6) Approvedat | Yes Yes Approvedin | No. Not approved
revised budget of NWFP LGO the time of the budget till July 4™,
before the end of 2001 approval of session. 2003
the financialyear | 112(12) of budget
S.GO 2001 2003/04
112(11) of
PLGO 2001
Notification of the | Section 112(2) of | June 16, 25.06.03 24.06.03 Yes Yes Notified on
provincial shares NWFP LGO 2003 June 28,
for the district 2001 2003.
govt. by the govt. 111(2) of SLGO
from provincial 2001
allocableamount 112(1) of PLGO
2001
Presentation of the | Section 112(1) of | 23.07.03* 25.06.03 26.06.03 June 25 July 4 Not presented
budget for NWFP LGO 2003 2003 until July 4"
approval of the 2001 2003
respective Council | 112(1) of SLGO
2001
111(2) of PLGO
2001
Detailed scrutiny No legal — Informal No Yes Yes —
and provision under
recanmendation NWFP LGO
to the Council by 2001
the Budget 112(3) of SLGO
Committee 2001
No legal
provisionin
PLGO 2001
Approval of the Section 112(3) of | Yes Yes Yes Yes Yes —
budget by smple NWFP LGO
mgority of the 2001
total membership 112(4) of SLGO
of the respective 2001
Council 112(3) of PLGO
2001
Approval of Section 112 (1) No 27.06.03 27.06.03 30.06.03 4.07.03 —
budget Beforethe | of NWFP LGO
beginning of 2001
financialy ear 112(7) of LGO
2001
112(6) of PLGO
2001
Authentication of No legal — Yes Yes No No —
Schedule of provisionin
Expenditure by NWFHP
nazim? 112(9) of L GO
2001
112(8) of PLGO
2001
— Not available.

Source: ADB/DfID/WBDSD Daasd 1.
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Table 27: APT Authorities in the Districts
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a Datanat avdleblewith certanty.
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Table 28: Honoraria for Members of District Monitoring Committees

Committee KS Karachi Bannu Bahawalpur | Khairpur Faisalabad
members
Didrict nazm Yes Yes Yes Yes Yes Yes
Didrict mibnazm | Yes Yes Yes Yes Yes Yes
Res. Dis. Yes No No No No No
Councilor* Yes Yes Yes Yes Yes Yes
Tehsil naam Yes Yes Yes Yes No Yes
Tehsil naib nazim Yes No Yes Yes No Yes
Unionnazim Yes No Yes Yes No Yes
Unionnaib naam Yes No No No No No
Union council or
*Thosewho ocaupy reserved seds (women, peasants, workers, and ninoriti es).
Source ADB/DfID/WBDSD Daasd 1.

Table 29: Casesbefore Courts at the Time of Devolution, 2001
Nature of Killa Karachi Bannu Bahawal pur Khairpur | Faisalabad
Cases Saifullah
Ingtitution
from 1/1/01 to 545° 55,615 9,072 — 7,072 —
31/12/01
Digposd from
1/1/01 to 569 49,088 7,745 21763 4,755 48,608
31/12/01
— Not available.

a. Caseloadind udes cases fromtwo other distii cts before the Sess ons court and includes Cases pertaning to the
whol e of the Majlis-i-Shoor a’s jurisdi cti on.
Source: ADB/DfID/WBDSD Dédase 1.

Table 30: Comparison of sanctioned and actual strength of pdice (October 2003)

Category Killa Karachi Bannu Bahawalpur Khairpur Faisalabad
Saifullah
S P S P S P S P S P S P
Addl.IGP —| — 1 1 — — — — — — — —
DIG —| — 5 4 1 1 1 1 — — 1 1
SP 1 1 35 32 1 1 3 2 2 2 5 5
DSP 1 1 104 108 4 3 8 8 11 3 12 12
PDSP —| — 6 4 1 1 1 1 1 1 1 1
Ingpector —| — 732 537 8 6 42 12 30 25 89 76
P/Inspector —| — 59 A 1 1 19 8 10 1 37 30
Sub.Insgp(S) 2 3] 1841| 1841 24 27 89 63 74 80| 277| 280
PSI —| — 17 — 7 1 NK NK 3 5] NK] NK
Asst .Sl 4 2] 3503 2799 73 60 156| 160( 165 83| 431| 361
H/Congtable 17 12| 4748| 4748( 163| 163 160| 152| 317| 315| 415| 423
Consteble 82| 58| 18300 18300| 1131| 1131| 1737| 1670| 2372| 2367 | 4205 | 4198
Othes 60( 60 — — — — — — — — | 213 213
Total 167 ] 137| 29351 | 28428| 1414| 1395| 2216| 2107| 2985] 2877 | 5686 | 5600

Source: ADB/DfID/WBDSD Dédasd 1.
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Table 31: Staffing Strength o Judges, October 2003

Type Killa Karachi Bannu | Bahawalpur Khairpur Faisalabad
Saifullah

Sessions Judge 1° 6 1 1 1 1

Membe Majlis-i- 1 — — — — —

Shoora

Additiond Sessions — 25 2 7 4 20

Judge

Senior Civil Judges — 30 1 1 4 1

Civil Judges 1° 19 — — 8 —

Civil Judge cum — — 4 18 — 54

Judidd Magistrae

Judidd Magistrates 2 45 — — 8 —

Qaa 2 — — — — —

Spedd Judidd — — — 4 — 10

Magistrete?

Totd 7 125 8 31 25 86

a. The Sessions Judge has jurisdi ction overthree d gridsnamely Lordai, KillaSaifullah, and Barkhan.
b. Therearefive District and Sessions Judges in Karachi and one District Judge havingjuri sdiction over simall causes.
c.An appdlaeaswdl & court offirst instancein aress subjed to the Bd ochistan Civil Disputes (A ppli cati on of
Sharia) Regulation 1976. The Majlis-i-Shoorahaving authority in Killa Safulleh al so has juri diction over Sanjavi
tehsil of Didridt Ziarat and Bori Tehs| of Lordai Digrid. Caseload pertans tothe whd e of the Majlis-i-shoara’s

jurisdidion.

d. The Senior Qvil judgesin Sindh aso have crimind powersof the A ssistant Sessions judge.
e. TheCivil JudgeLorald has nojurisdicion over civil disputes in KillaSafull éh except wherethegovernment is one

ofthe parties.

f. A court of first ingancefor civil digutesin areassubjed tothe Balochigan Gvil Digoutes (Applicati on of Shari at)

Regul ation 1976.

g. Former executive megi drates onloan tothejudiciary and performing thework of the defuna executive megistracy.

Source: ADB/DfID/WBDSD Déasd 1.
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DATA ON VERTICAL PROGRAMS

Table32 ligsasampleof highly vatica progransin educaion, heath, and wate and sanitation.
Some of these programs are ecificto the sedor, such asER and LHW while athers such as
KPP and thevarious Tameai programsin the provinces, aremore genaaly for local
development works, such asfarmto-marke roads, drains and school congtruction and upgrading.
Thetable dso gves an etimaeof how vertical theseprograms ae (High, Medium, and Low),
measured by which level of government isrespongble for planning and aperaional design forthe
program budgeting and financing, and expenditure control.

Table 32: Highly Vertical Programs (Deconcentrated Expenditures)

How veticd? Higher levd of government responsible for:

Planning and
operational
and financing

design
Expenditure

Budgeting
control

Federal—provincial

Hedth

LHW The Nationd Program for Family Plenning and Primery Health Care, better M
known as the Lady Hedth Worker (LHW) program L HWs arewonen from
the conmmunity with at | esst Grade 8 educati on and who meet certai nother
criteiaandwho are sel edted by the staff of the nearby basic hedth unit (BHU)
in disaussion with villagel eaders. The LHWs are paid asmall gipend to
provide sinplepreventive, pronotive, and curaive sevices inthe communities
wherethey live. These servi cesind ude pronmoti on and provision of family
planning services, nutrition promotion, prevention of chil dnood infectious
diseases throughimmuni zation, hed th educaion, and trestment of disesses like
acuterespiraory trad infections and diarthea. Thisis the only healthvertical
programthat is fully funded by the federal government (sdaries, medicines,
andPOL are paid by thefederal govemment, viathe provinda mordinator—
tha is, funds aretransferred diredly from federal govt. TOPLAS of provincid
coordinator and then rel eased onwards to accounts of individud LHWS).
Didrict hedth authoriti es and representaives of the provind a health
coordinator of the programjointly recruit LHWSs, .EDO H's representéive, the
digtrict coordinaor of the program, supervi ses them Parall € supervison by the
provincid coordinator also exigs.

I
T

Provincial—local (donor-funded)’

Education

Sindh Supported by theWor d Bank's Sindh Srucurd Adjustment Credit, the M M M
Educaion | Education Reformprogramconsigsof provincid verticd programs for the
Rdorm providon of free textbooks and funds for School Management Committees.
Program Planning, budgeti ng, and expenditure contrd iswith the province. Textbook

allocati ons perschod and funds per SMC areidentified by the province, andin
both cases funds are transferred fromA ccourt 1 into thePL As of DCOs. There
have bean mgj or del aysin the rel esse of funds, parti cularly fromthe DCOs
onwards tothe accountsof the SMCs.
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Table 32: Highly Vertical Programs (Deconcentrated Expenditures)

How veticd? Higher levd of government responsible for:

Panning and
operational
design

and financing

Budgeting

Expenditure
control

Wate and Sanitdion

DFID
RWSS
NWFP
project for
Weasan

DFID Rurd Waer Supply and Sanitation Program(RWSS) is desgnedto
inprovetheingitutiond capacity of the tehsilsto ddiver low cost, appropriae
and sugainabl e drinking weter and sanitaion services. The program(initidly
designed priorto devd ution) has been redesigned withthe neadsof the new
locd government systemas its focus, giventha planning and i mpl ementati on
of Water and sanitati on services are now the responsibility of TMAS. Thereis
ascheme sdl ection committee (SSC) in each téhd | headed by thetehd | or town
naz mandind udes the mai n tehsil offi cers including TMO, TOs
(Infrastrucure) (Finance) (Planning). The schemes prioritized and chosen by
this comitteewill be sent to thetehsil or town cound| for endorsement (as
per theL GO). As this programi's province wide, the overal i npl ementati on of
the programis theregponsbility of LGERDD with technical support fromthe
Sarhad Rurd Support Program SRSP is aso respong bl e for working with the
tehsil todevd op ther capadty towork with dtizens inidentifying needs. The
Minister, LGERDD heads the prg ect Seering Conmitteeat provindal levd
which includes representatives of P& D, Finance, Hedth, Schools and L iteracy,
Socid Welfare and Wonmen’s Developrrent. The provincid conmittee
provides policy guiddines and overal nonitoring, including sdting the
prioriti zetion and sd ection criteria. Finance flows fromthe Provinceto a
separaetehsil projed account on the basis of the schemes approved for tha
tehsil.

<

<

DERA

Drought Emergency Relief Assistance. Funded by the federal government,
with World bank assistance, theprogrami's executed by the provincid P&D
department. That is, provinda P&D depatment idertifi es the schemes, and
funds aretransferred viaA ccount 1. District official sinboth Balochigan and
NWFP werevery criticd of theseschemes, as sites are sd ected by MPA swith
very littleinput fromthedistricts. In NWHP theprovincid government has
recently esablished SE cird e offi ces, on thebehest of MPA s and sorme senior
W& Sdepartment officials, to effectively control the verticd programs

DIMRC

Drought Inpact Mitigation and Rdief Cormponent (DIMRC). Similar to
DERA. Federaly funded, with ADB assistance.

Punje Community Waer Supply and Sanitation Program This ADB funded
prgect will haveits ownPrgect Diredor basedin L ehorewhile sx Deputy
Prged Diredors (DPD) havebeen placedin sx circles covering four to five
didricts each. The schemes will beidentified in coll aborati on with tehsil and
digrict govemment whil e executionwill bedone by DPD and after conpl etion
these would be handed over to omrunities for O&M
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Table 32: Highly Vertical Programs (Deconcentrated Expenditures)

How verticd? Higher leve of government responsible for: | 2|
=T | 2E| s
C = = e T —
E8 5| 8= 88
N ko] o
288|338 55
Locd infrastructure
Tames Each provincehas al owedindividud MPASsto identify development schemes H H H

programs of up to Rs. 10 million. These schemes can beidentified for any sector and
areaunderthe provind a domain and thereforein all areas devdved tothe
digrict and tehs| govemments. InPunjab, a District Seering Committee,
consigingofthe MPA fromthedigrid, the DGO, EDO F&P, and the TOs
Infrastrucure of al thetehdls, i dentifies theschemes. Once theseschemes are
identified, they arethen sent to theDistrict Development Committee (chaired
by the DQO) for technical approval . Therefore bath schemeidentifi cation and
scheme approval can havedefacto little” districtinput.” In Sindh, the
guiddinesissuedby P& D gaetha“ schemesidentified by the el eded
representaives can be executed by theProvincid Depatment or by the
Didricts—el eded representati ves whil e forwarding the proposd s may indicae
the agency acoordingly for preparati on as wel as execution of thar

devd gpnent schemes.” The PDWP cangivetechnicd sanction toschemes
even in those sectorstha fall under thepurview of the districts.

a. This chart omits proposed World Bank prgects tha are now unlikdy to proceed: the Conmunity Based Matema
and Child Hed th Projea (to support the L ady Health Worker program); thePunjeb Municipal Sewices Inprovement
Prged (toinprove urban municipa sevices—waer supply, sewerage, sanitaion); andthe NWHP Conmmunity
InfrastrudurePrgject 2 (locd infrastrucure).

Source ADB/DfiID/WBDSD Déasd 1.

Table33 s#sout omeof the input-based condtiona grantstha, athough lessvertical, are
conditioned oninputs (tha is, eermarked, preventing flexible planning and budgeting) andrequire
that therecipient sub-national govemmant provide digind arrangementsfar expenditure control.

Table 33: Less Vertical Programs (Ddegated Expenditures)

How veticd? Higher levd of government responsible for: | 2|

o — -
5f | 28] 2
£85| =) 52
Szo|Bc| 28
88| 85| d8

Federal—provincial

Education”

ESR The Educaion Sedor Reformprogram(ESR) is afederally funded programthat | M H M

has the fol lowi ng components: i ntrodudion of atechnical streamin secondary
schod s; science educati on in secondary schod s adult literacy; establishment of
EFA units, early childhood educaion; rehabil itati on of primary school facilities
and quality assurance (teachertraining, naiond educaion assessment). Of these
therehabilitation of school facilitiesis by far the biggest conponent. The
federal govemment does the mecro planning, such & thesize of the all ocation
for each of thesethrug area, whil e i nplementaion resswith thedigrids.

Hedth
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Table 33: Less Vertical Programs (Ddegated Expenditures)

How veticd? Highe levd of government responsible for:

operational
design

and financing

control

EPI

The Extended Programon Immuni zati on provides chil dhood vacd nation for
seven diseases. Thefederal govemment, throughthe provind a aordinator,
provides vacd nes and equi pment (purchasad romUNICEF), including vehicles.
Sal aries of vaccinaion gaff are paid by thedistrict govemmentsinPunja,
NWHP, and Ba ochistan, and by theProvincein Sndh. Thedistricts, through
Account 4, pay for thePOL , and other non-salary inputsin all thefour provinces.
All vaccination planning, as we | & supervison of staff, is done at the district
levd

<| Panning and

<| Budgeting

™| Expenditure

MCP

Mal aria Control Program The federal government suppliestheinsedid des, anti
melarial medicines and money for spraying canmpai gns to the provincid
coordinator of the program Insecti d des and medicines arethen ddivered to the
digrict in kind, wheress the money goes through thetreasury underthe
provincid account. All the enpl oyees are now on the pay roll ofthedigria
under the ontra of the EDO (H).

TB
DOTS

Diredly observed tregment system(DOTS) programfor controllingthe
tubercul osis. In thisprogrampatients are diagnosed and theirtreatment done
under clase supevision of arelative or any other person who ensures that the
pati ent takes medicines on time. The provind a government purchases and
suppli esthe medid nes and reagents through aprovincid coordinaor; existing
digrict and provindal hedth faciliti es are utili zed for diagnos s and fol low up.
Planning, such asgeographicd prioritization, aswell as coordingion and
supervis on of the BHUS is done by thedistricts.

Waea and

Sanitation

KPP

Under theKPP thefedera govemment transfers the funds to the districts
administraion (ordistiict govemments), which aretobe spent & per their
priorities onsmel| civil works schemes. The federal government spedfiesthe
criteniafor scheme sel ection—therewas only anegaivelis of sectors and aress
for whichthese funds can nat be used ,and acap on thesize of the scheme—and
thed gridsidentify the schemes. In @l provinces except Sinch funds are
transferred into Acmount 4; in Sindhthey aretransferred viaAcomount 1.

Provincial—local (donor-fundedY

Educetion

Punjeb
Educstion
Sector
Redorm
Program

Supported by the Wor d Bank, the refornms focus onimproving accessthrough
therehabilitati on of primary schod's, and improving quality throughteacher
training and free textbook provis on. The centerpi ece of this programis the
Terms of Partnershi p Agreementsbetween the provinda govemment and

parti cipati ng distri cts. Based on these agreements, the province will provide
conditiond grantsto digridsin Acmunt 4, outs de thePFC framework. These
grantswill be conditional on anumber of items such as increased educati on
expenditure al locati ons, meeting of refor mtargets, and meeting of other
educdion indi cator targets.

M/L

Sindh
Devolved
Sodd
Savicss
Program

ADB progranmeti c | oan focusing on educati on, hedlth, and waer supply and
sanitaion sewvices. Under the program the province and distri cts wil | enter
into contracud agreements whereby the provincewil | provide aconditional
block grantto local governments (through account 1V) to undertakesod a
sector devd opment according to local prioritieswithin the defined program
scope. This grant will be conditional on anunmber of activitiessud as
allocation of funds to SMGs, incentive schemes for girls, and publicprivate
partnerships.

M/L

Weaer and Sanitation
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Table 33: Less Vertical Programs (Ddegated Expenditures)

How veticd? Highe leved of government responsible for: | o|
=2 |28 2
c = =S & | B =
£8 5| 5= §2
FRE| 38| a8
Southen ADB projed sedor investment | oan focusingon munidpd sewvices, induding | H L M
Punjeb water, sanitation, sd id wage management and minor support for locd credit
Basic activities. Under theprogram, in thefirst year, TMAswill bedigibleto
Urban receive grants for i mpl ementation of water and sanitati on activiti es, provided
Savice they a 30 met basi ¢ access condi tions—ind uding demondrati ng avail ability to
. technicd staff, contracting and supetvision cepacity, and conpl eti on of
Project surveys todetermine waer fee coll ection potentia and to prepare action plans

for reductionin arrears. Inthe second and subsequent years, the bal ance of
resources romTMASs that have not met these aonditions will be available to
conmpetitive allocation to TMAs on thebad s of performance. Grants will then
befully conditiond on TMA performance and will have estébli shedthe basis
for PFC conditiond grants for municipal services in thefuture.

1.1n addition to vertical progras targeted at al digrids, ather, smaller, vetticd programs operdeinseleded digrids

only. For exanple, the TawanaPakiganis ascool nutrition programcurrently being i mplemented in 26 districts

through nongovernmentd organi zati ons that reca ve funds fromthe disrid government.
2. This chart omits proposed World Bark projeds that are now unlikely to procead: the Conmunity Based Maernd

and Child Hed th Projed (to support the L ady Health Worker program); thePunjeb Municipal Sewices Inprovement

Proged (toinprove urban municipa sevices—waer supply, sewerage, sanitaion); andthe NWHP Community
InfrastrudurePrgject 2 (locd infrastrucure).
Source ADB/DfiID/WBDSD Déasd 1.

90




Anjuman
Challan

Gully koocha
Gram panchayat
Insaaf

Insaaf committes

Jirga

Kotwal
Kutchery
Majlis-i-shoora
Madrassah
Markaz
Mohtasib

Muk mu-ka)
Musalihat

Musalihat Anjuman (or Anjuman-
i-Musalihat)

Naib nazim
Nazim
Nazimeen
Panchayat
Qazi
Shariat
Sfarish
Taluka
Tehbazari
Tehsil
Thana
Zakat
Zila
Ziladar

Glossary
Sodety or organi zation
Indictment
Stregt and nd ghborhood
Locd coundl (Indig)
Justice

Locd committee whose fundtion is tohd p dtizens pursue complants

about the functioning of subordinat e courts

Traditiond or tribd coundl

Police officer in Moghul times

Locd magistrate courts

Consultative coundl

Idamic rdigious school

Heedquaters or center

Ombudsmen

An arangement; referenceto corrupt ded's mede by police
Reoondliation

Sodety, organization, or committee for recondliation

Deputy mayor
Mayor

Mayors

Coundl

Judge under Idamic lav

Idamiclav

Recommendétion of aparon

Town (same meening &s tehsil, but usad sddy in Sindh)
Use of pedestrian wa kways for the sdling of merchandise
Town

Pdlice station

Alms

Digtrict

Digrict officer (historicd term)
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