State control over fiscal systems allows for local accountability and decrease the waste of welfare funds.
Sow, Razafimahefa, 3-17-2015, (Sow is a Technical Advisor to the Minister at Ministry of Finance and Budget, Razafimahefa is and economist at International Organization and IMF) "Fiscal Decentralization and the Efficiency of Public Service Delivery," IMF, https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Fiscal-Decentralization-and-the-Efficiency-of-Public-Service-Delivery-42789
Fiscal decentralization can improve the efficiency of public service delivery through preference matching and allocative efficiency. Local governments possess better access to local preferences and, consequently, have an informational advantage over the central government in deciding which provision of goods and services would best satisfy citizens’ needs (Hayek, 1945; Tiebout, 1956; Musgrave, 1969). When provided by the jurisdiction that has the control over the minimum geographic area, costs and benefits of public services are fully internalized, which is expected to improve allocative efficiency (Oates, 1972). Fiscal decentralization can also ameliorate efficiencies by fostering stronger accountability. Geographical closeness of public institutions to the local population (final beneficiaries) fosters accountability and can improve public service outcomes, particularly in social sectors such as education and health (Ahmad, Brosio, and Tanzi, 2008; Cantarero and 2 Previous studies focused solely on a specific country or a specific group of countries. 4 Pacual Sanchez, 2006). Local accountability is expected to put pressure on local authorities to continuously search for ways to produce and deliver better public service under limited resources, leading to “productive effeciency.”Accountability can foster larger spending in public investment and in growth-enhancing sectors, such as education and health (Keen and Marchand, 1997; Arze del Granado and others, 2005; Bénassy-Quéré and others, 2007; Kappeler and Valila, 2008; Fredriksen, 2013). Local accountability can be strengthened through a direct election of local authorities by the local population. Furthermore, fiscal decentralization can improve efficiency through the “voting with one’s feet” hypothesis. Decentralization gives voters more electoral control over the authorities (Seabright, 1996; Persson and Tabellini, 2000; Hindriks and Lockwood, 2005). It encourages competition across local governments to improve public services; voters can use the performance of neighboring governments to make inferences about the competence or benevolence of their own local politicians (Bordignon and others, 2004). Fiscal decentralization may lead to a decrease in lobbying by interest groups, distorting policy choices and increasing waste of public funds.
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