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Regional financial governance: a lever for
change for advanced regionalization in Morocco

Aziza Benkada, Mohammed Belouchi, Assia lallouchen, Mehdi Essarsar

Abstract—

The adoption of the Advanced Regionalization project in 2015, is part of a new model of governance and territorial
intelligence. Regional financial governance is a process that stems from the overflow of inherited formal institutional
systems to a system where responsibilities are shared between the State and the regions. Growth, employment,
cohesion and the reduction of regional disparities are all mentioned assets, which aims at empowering regional
actors and giving them the capacity and resources to develop.

Index Terms—

Advanced regionalization, financial equalization, financial governance, regional development, regional disparities,
territorial authorities, territorial dynamics, territorial policies, the region.

1 INTRODUCTION

I n a situation where economic and territorial dynamics

are rapidly evolving both on a number of centuries and

in a globalized society, regional governance is a new method

of collective regulation, which corresponds to Global

challenges and comes from the overflow of inherited formal

institutional ~systems to achieve a system where
responsibilities are shared between the State and the regions.

At the conceptual level, regional governance is a process
that aims both at solving problems related to regional and
territorial inequalities and improving the living conditions of
people in all kinds of regions. It is therefore an integrated
strategy to support cohesion and regional development in
order to encourage the growth and promotion of employment
[1].

As for the concept of regionalization, it is a "process which
involves representatives of local and regional populations in
decision-making, as well as the implementation or
management of operations under the responsibility of the
state." The aim is clearly to ensure a better adaptation of
policies to local or regional realities [1]. In this sense, the issue
of sharing responsibilities and financial resources presents a
major challenge to the competences of the regions. In the
context of regional governance, the region which ranks as an
intermediate level between the national and the local [2], is
considered to be the most appropriate level of the
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implementation of territorial policies.

In Morocco, the creation of seven administrative Regions, in
1971, was orchestrated by considerations of stability in the
country. The preeminence of political and security concerns
has made regional growth of the state [3]. The questioning of
the role of the regions was strongly evoked from the
beginning of the Eighties [4]. The establishment of the region
as a local authority, with legal personality and financial
autonomy by the 1996 constitution, extended the theoretical
scope of the powers of the [5] regions.

In the framework of the new Moroccan constitution of 2011,
advanced regionalization constitutes a new system of
decentralized governance, dedicated to integrated and
sustainable development in economic, social, cultural and
environmental terms. In this sense, it constitutes an important
lever for change, with a view to establishing new financial
relations between the State and the regions, through a more
balanced sharing of powers and financial resources. The
creation of two funds that overlap these objectives, namely the
Social Upgrading Fund and the Public Solidarity Fund, is part
of a financial governance approach. The Social Upgrading
Fund, established under article 142 of the Constitution, is
intended to alleviate the deficit in human development,
infrastructure and equipment, particularly in the following
areas: drinking water and electricity; unsanitary Habitat;
Health care Education; The road network and
telecommunications. These sectors form the basis of
fundamental rights as measured in the HDI and as advocated
to establish economic growth and social welfare of
populations. The public Fund of Solidarity is concerned with
horizontal solidarity and the correction of disparities between
regions.

However, local financial governance in developing
countries does not reveal the same comparative results with
developed countries. Indeed, if intergovernmental transfers in
western democracies are based on criteria of efficiency,
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fairness and the underlying dimensions of providing basic
services to populations, in developing countries these
Transfers are manipulated by local authorities, in order to
maximize their chances of re-election and defend the interests
of their supporters, in a logic of "political realism and a laissez-
[6]". In these circumstances, the issue of financial governance
is the focal point of any development project. At this point, the
problem is how can regional financial governance turn to an
advanced regionalization that can reduce regional inequalities
and achieve the expected economic and social development?

The purpose of this article is mainly to identify certain
ambiguities that surround the concept of governance in a
general way and that of financial governance in particular,
through a brief bibliographical synthesis. After exposing the
main foundations of financial governance related to the
achievement of regional development, we will focus on the
issue of regional inequalities, revealing how financial
equalization could contribute to the reduction of regional
disparities.

2 THE POLYSEMIC CHARACTER OF THE CONCEPT OF
GOVERNANCE!: BRIEF BIBLIOGRAPHICAL SYNTHESIS

Governance is a concept that was originally introduced by
the World Bank. The latter defined it in its report published in
1992, as: "The way in which power is exercised in the
management of the economic and social resources of a country
[7]". It is a polysemic notion that has provoked several debates
and interpretations over the past decades. According to Jean-
Pierre Gaudin, this concept: "is not the idea of a single man,
nor the concept of a particular discipline, but a kind of
collective production, more or less coordinated and sometimes
cacophonous [8] ".

The political conception of governance implies the existence
of a political and public management process based on "the
sharing of power and resources enabling the effective exercise
of it to achieve the stated objectives [9]". From the government
to governance and in all political transitions and
transformations that have affected public action [10], the
concept of governance is a "driving and coordinating
challenge [10] ". At the theoretical level of reflection, the two
concepts: government and governance, refer to two concepts.
The first, refers to the American literature which considers
both terms as equivalent. The second, evokes the long
centralized tradition of Great Britain and France which
distinguishes the two concepts from each other on the basis of
an institutional approach according to which "everything
concerning the public thing is associated with the state [11]".

The general trend tends to consider the concept of
"governance" as a new model making it possible to change the
modalities of exercising power. In addition to the State, public
action concerns a plurality of actors. In this context, the state
"remains an important actor but it has undercover, it has
become an actor among others or rather different segments of
the state have become actors among others in the process of
development and implementation of policies [11] ".

At the territorial level, governance is: "an ad hoc territorial
and functional perimeter detached from legitimate

75

institutional divisions, a coordination and regulatory
procedure, particularly for a greater participatory democracy
[12] ", according to the words of Claude Lacour. The
mechanisms of governance are then aimed at strengthening
local democracy and participation of citizens in political
decision-making. Under all these conditions, it "gives access to
all human rights so that everyone can build their relationship
to the world [13]", and allows civil society to actively speak
out its interests. Another aspect of territorial governance is
environmental concerns. The adoption of development
strategies should in no way affect the availability of resources
or participate in their reduction or destruction in a blatant
manner.

From political governance to territorial governance,
financial governance occupies a specific place, particularly
when it comes to the sharing of powers and financial
resources between the State and local authorities. In continuity
to institutional transitions from decentralization, financial
governance presents a lever for change, from a decentralized
administrative system to a situation of local economic and
social development [14]. Under this scheme, the two concepts:
"Financial governance" and "fiscal governance" are closely
interdependent [5]. In fact, financial governance envisages two
main components. One reflects, within the context of fiscal
governance, the power of territorial authorities to develop and
manage local taxes [15]. The other bypasses the various
financial problems, through the establishment of new
arrangements for the control and sharing of financial
resources, aimed at empowering local actors.

The adoption of the Advanced Regionalization project, in
2015, is part of a new model of governance and territorial
intelligence, focusing on the development and reduction of
inequalities, particularly in terms of access to basic services
and Human development. It refers to the possibilities of
regional developments in that it makes them the most suitable
level for achieving integrated territorial development.
However, the lack of financial resources, in relation to the new
skills transferred to the regions, remains the real constraint
that could complicate the progress of this project and
aggravate the problem of regional disparities. The success of
this reform requires, of course, the renewal of regional
budgetary approaches.

3 THE REDUCTION OF REGIONAL DISPARITIES AND THE
STAKES OF FINANCIAL EQUALIZATION

The problem of financing public activities is the major issue
of most [17] developed or developing countries, irrespective of
the state of their economy. The low sharing of resources
between the different levels of central and local administration
is unequivocally the main constraint [16] of any territorial
development project.

In Morocco, regional economic growth reveals remarkable
heterogeneity in the development of different regions,
particularly in terms of access to basic services and human
development. The issue of disparities generally refers to
"urban issues", in the words of Boucher-Lepage and Huriot
[18]. Identifying and understanding the original causes of
regional disparities makes it possible to find just the right
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solutions. In this sense, the Deputy Secretary general of the
OECD Kiviniemi stated in presenting her report to the 118th
plenary session of the European Committee of the Regions
that: understanding the regional inequalities behind national
averages can Help us to improve welfare and prosperity at the
national and global level, in line with sustainable development
objectives [19].

The security and political logic of the central government
practiced since independence in Morocco, has kept the regions
in a position of subordination to the central government. The
increased intervention of the state, led to inefficient
management of local affairs [20], and aggravated the regional
inequalities and the economic and social crises of the country.
The failure of structural adjustment programs that had serious
political and economic consequences on paid debts [21],
opened the doors to the Washington consensus [22]. The main
focus was on minimizing public interventions [23]. Like most
developing countries, Morocco has not evaded the
recommendations of this Consensus, making macroeconomic
stability its major concern [24]. The delimitation of state
interventionism seemed the perfect solution to boost the
economic situation of developing countries [23]. In this
context, the redefinition of the role of the State and the use of
local authorities to remedy the failures of the State through the
strengthening of local democracy [25] has now become a
serious necessity.

After the adoption of the Advanced Regionalization project
in 2015, the number of Moroccan regions rose from 12 to 16.
This was justified by several political and economic
considerations [26]. Following a briefing note on the regional
accounts for the year 2015 carried out by the Office of the High
Commissioner for Planning (HCP), the results showed that
regional inequalities still persist, and the disparities in GDP
between regions have become more pronounced. (See Figure
1).
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Figure 1: Regions ' Contribution to the growth of
national GDP in 2015 (GDP in %)
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The indicators reflect the concentration of national wealth
on the two regions of Casablanca-Settat and Rabat-Salé-
Kenitra, which generated nearly half of the national wealth
(48.2% of GDP in value), with 32.2% and 16% respectively.
The region of Tangier-Tetouan-Al Hoceima, Fez-Meknes,
Marrakech-Safi, sous-Massa, Beni Mellal-Khénifra have
created 40.4% of GDP, with 10.1%, 9%, 8.9%, 6.5% and 5.8%
respectively for these five regions. The Eastern, Draa-Tafilalet
and three southern regions contributed only 11.3% to the
creation of GDP in value, with 4.8%, 2.6% and 3.9%
respectively.

In these circumstances, financial equalization is a
mechanism adopted with the objective of reducing inequalities
between local authorities belonging to the same level of
administration. The aim is to redevelop the territory in a more
homogeneous and just way, through a more equitable
redistribution of the financial revenues [27]. Equalization
grants also support the principle of allocation through the
satisfaction of citizens ' needs in local services [28]. This
principle, which is constitutional in scope, is based on two
main mechanisms. Firstly, the vertical equalization gives rise
to the endowments of the state, based on the level of poverty
of the local authorities. Secondly, the horizontal equalization of
providing a portion of the resources of the richest communities
to the poorest communities. In Morocco, the creation of the
social upgrading Fund corresponds to vertical equalization,
and that of interregional solidarity is the subject of horizontal
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equalization.

The main objective of the creation of the two funds is to
reduce the deficits that concern specific sectors, which have a
direct relationship with human development according to the
Millennium Development Goals (MDGs), adopted in 2000 in
New York [29], Morocco has largely registered. These sectors
are deeply in the areas of competence of the regions, in line
with a logic of solidarity and the mitigation of regional
disparities.

However, the equalization system embodies several
shortcomings. The problems facing the regions today are not
only the lack of financial resources. Although this system
provides large financial resources to local authorities, it
principally leads to several imbalances. Indeed, the
endowments granted under this mechanism can provide a
dampening effect on donor regions which are forced to
allocate some of their resources to the beneficiary regions. In
the same way, the latter risk falling into a development trap, as
this mechanism does not encourage the beneficiary regions to
improve their fiscal effort or to develop their development
strategies. The effectiveness of the equalization system
therefore requires a fine understanding of the reasons for
inequalities, to act on causes and not on symptoms, hence the
need for the promotion of financial governance on the basis of
new approaches since the strategies adopted must be based
on the results and not on the means [30].

4 FINANCIAL GOVERNANCE: A NECESSARY TRANSITION
TO SUCCEED IN ADVANCED REGIONALIZATION

Since independence, the hyper centralization that has
marked the Post-independence period and the failure of
structural adjustment programs have made local authorities
the centers of implementation of the state's general policy. In
the great democracies, it is the popular factor that constitutes
the essence of the power of decision and financial power of
the assemblies elected by universal suffrage (councils of the
Regions and municipal councils). The objective is to ensure
genuine autonomy for local communities as they are in the
best position to meet the needs of the population. The
development and evaluation of the public decision requires the
participation of users in these processes, which facilitates the
identification and satisfaction of their needs on one hand, and
gives more legitimacy to the actions of the public actors, on
the other hand.

Over the past decades, local finances were the focus point
of territorial policies. The weakness of the financial resources
of the local authorities in Morocco deprived them of any
attempt to establish strong development strategies. Good local
or regional governance thus consists of the sharing of
responsibilities in accordance with the principles of
contractualization and partnership and in a logic of
complementarity of policies and strategies. It is also a question
of making citizens interact in decision-making and involving a
multitude of private actors, headed by companies, in all
regional development projects.

Indeed, the economic crisis of 2008 has brought the
national economy out of a more favorable period of financial
turmoil, which has widened the gap between civil society and

v

decision-making powers. In 2011, Morocco was not spared
from the popular challenges affecting many countries of the
Arab world in the context of what should be called "Arab
Spring". The demonstrations which were triggered by the
movement of February [20], [31] have succeeded in provoking
a public debate around several political, economic and social
issues. In response to these claims, the king confirmed in his
speech of 9th March 2011 the need for a "concerted" change,
based on a set of new constitutional principles: linking
responsibility to accountability, Consolidation of the powers of
institutions that fight corruption in a framework of good
governance etc. The adoption of a new constitution in the
same year devoted a large place to the advanced
regionalization as a system of administrative organization of
the country.

Since the region is the most important territorial level of
governance, it is therefore a place for the development of
territorial policies [6]. Therefore, within the framework of
regional governance, the region presents the appropriate
framework for the establishment of public policies, introducing
new reports that break with the old hierarchical structure that
prevailed.

After the implementation of the advanced regionalization,
the strengthening of the financial system of the Moroccan
regions has become a necessity. It certainly requires a more
balanced sharing of powers and financial resources between
the State and the regions. However, the financial governance
of the regions faces various legal and structural shortcomings
[32], which have paralyzed their action to date. The objectives
declared in the context of the reform of the advanced
regionalization, which are based on the construction of the
regions with "democratic essence", are far from being realized.
The regions are still excluded from any real political power
[33]. Many experiences in the world, such as France, the
United States, the United Kingdom, etc., have shown that
territorial reform is part of financial concerns, in order to limit
the perverse effects of the economic crisis. In Morocco,
however, it is "a deliberate choice resulting from a political and
administrative evolution of the country [34]".

In addition, the sustainability of public finances [35] is a very
important axis which reflects the solvency of the State and
retains sufficient budgetary room for the financing of public
activities. In order to maintain its balance, it is necessary
within the context of the advanced regionalization to adopt
new strategies for regional finances. These strategies must be
based on the search for a new regional funding framework.
Several principles can be adopted to achieve shared power
and responsibility, the most important ones are: the
encouragement of regions to broaden the tax base and
develop their own tax revenues, strengthening their
Opportunities for borrowing, mobilization and rationalization of
alternative financial resources etc. These principles are all
assets which confront the budgets of the regions, but which
can improve regional finances without increasing the financial
burden of the State.

Overall, regions need to take responsibility for improving
their own resources and developing their development
strategies. Indeed, the encouragement of investment and the
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creation of wealth are closely linked to national and regional
economic development. As a result, the achievement of
regional development is largely linked to economic growth
which requires the establishment of effective regional financial
governance and the allocation of more autonomy to the
regions.

5 CONCLUSION

The issue of territorial development has become the main
concern of regional science. Evoking the concept of regional
governance is largely dependent on the new theoretical
models of territorial dynamics where "global challenges lead to
different issues across regions" (differences between major
cities, medium sized cities and rural areas). An approach that
would be "one size fits all" is therefore not possible. The
reduction of regional inequalities is a key element in the
participation of regions in globalization and in the fight against
the crisis. In order to do this, long-term structural policies must
be implemented [1], according to the words of Camille Kelbel.

The introduction of advanced regionalization, which has
been a major part of the new Moroccan Constitution as an
innovative project, is pushing for a new, important but often
ambiguous phase. Indeed, this territorial reform has been
dictated by multiple considerations. In addition to introducing a
new model of territorial governance, it has been dedicated to
responding to a number of international and national
applications to create more democracy, more development
and the creation of a situation conducive to resolving the
Sahara conflict [33]. However, such a reform aimed at the
growth and improvement of cohesion and the quality of life of
citizens must first of all be a radical change of mentality, of a
real political and institutional will, of the rupture with the former
territorial hierarchical structure that prevailed and the
establishment of new regional development strategies. Indeed,
interventionism [23], the complexity of the national/local
financial system [36] and national/regional, the inefficiency of
the system of financial equalization and its incoherence with
the new budgetary approaches adopted, as well as the
Multiplicity of actors are generally the main challenges that
advanced regionalization is called upon to overcome.
However, the break with such practices is currently difficult,
particularly with the presence and relevance of the former
political and security concerns of the state. There is still a
great deal of confusion in the policies and strategies adopted,
particularly with regard to the transfer of skills and financial
resources linked to the new responsibilities entrusted to the
regions.

The establishment of effective regional financial
governance depends on the combination of several conditions.
The challenge is to establish new financial relations between
the State and the regions based on a dynamic equilibrium in
accordance with the principles of contracting and partnership
[37], on new projects and strategies and on a system of
Effective financial equalization, which promotes development
on the basis of an integrated financial approach, in order to
promote the empowerment of regional actors and give them
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the capacity to develop.

Finally, successful regional financial governance must be
imperatively launched according to Moroccan national
challenges and constraints, far from the pre-prepared
universal revenue. Such governance is supposed to establish
a revolution against the old public practices on the basis of the
country's national specificities, its history and its economic,
social and cultural context. The so-called "best Practices"
recommended by international institutions to establish the
principles of universally valid governance for all countries of
the world, are insignificant and do not introduce any
reasonable solution or effective outcome for most countries,
especially those in third world countries.
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