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ABSTRACT 

This dissertation examines the causes and the process of decentralization in Latin 

America. Decentralization, the transfer of functions from higher levels of government to 

lower ones, has both political and fiscal forms. The current literature suggests ten 

possible explanations for both pKjlitical and fiscal decentralization. Using data from 18 

Latin American countries between 1985 and 1995,1 tested these different explanations. 

Political decentralization (measured as the election rather than the appointment of 

governors) resulted from federalism, legitimacy, presidential power, democracy, 

economic conditions, level of development and ethnic diversity. Economic and social 

factors including structural adjustment, level of development, urbanization, and social 

and religious diversity, in addition to presidential decree authority, played a strong role in 

predicting the election of mayors. Federalism, presidential power, structural adjustment, 

level of development, and social and religious diversity were all predictors of the level of 

subnational expenditures (a measure of fiscal decentralization). 

As a companion to the region-wide statistical analysis conducted above, I also 

studied the process of decentralization in Colombia, Costa Rica, and Venezuela. These 

case studies allowed me to observe the broader variables studies above "in action." In 

each of the case studies I traced the path decentralization has taken and I considered the 

major actors in the process of decentralization. I found that decentralization in both 

Colombia and Venezuela is relatively advanced. In contrast, decentralization in Costa 

Rica is not nearly as advanced. Among the most important causes of these differences is 

the absence, in Costa Rica, of strong local actors demanding decentralization and the fact 

that while presidents have supported decentralization, they are weak relative to the 



12 

congress. In Colombia and Venezuela, the opposite is true, in part explaining the higher 

levels of decentralization. 
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Chapter 1: Explaining Decentralization 

Introduction 

Decentralization is among the most ironic trends in government policies. 

Decentralization is the process of governments giving up power, not consolidating it. 

This process is fascinating and important because this transfer of power can have 

significant implications not only for representation and participation, but also for the 

quality and vibrancy of subnational governments. Despite the apparent irony of this 

policy choice, governments of both the left and right as well as democracies and non-

democracies, appear to be committed to it. In many cases their current choice reverses 

historical trends and demands the restructuring of government. In the best case 

decentralization can create vibrant subnational governments that pursue policies closely 

tailored to citizens' desires while a lean and efficient national government better invests 

its attention in issues of a truly national nature. Decentralization can thus become a 

means to improving the quality of democracy by enhancing participation and increasing 

representativeness. However, in a worst case decentralization can also create a situation 

where poorly fmanced and even worse run subnational governments fail to respond to 

citizens' demands even as the national government continues to foist on them difficult 

and expensive programs. In the long-run this could decrease the effectiveness of 

subnational government, weaken citizens' confidence in these governments and create 

support for "strong" national leadership. Thus, while decentralization undoubtedly carries 

some risks as a policy option (see Prud'homme 1995) it remains the goal of political 

parties on the left and right, grassroots political activists, and even international financial 

institutions. 

This trend to decentralize is especially surprising in Latin America were almost 

200 years of independence have failed to erase a legacy of centralization. Known as the 
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land of caudillos and bureaucratic authoritarian regimes, Latin America is still very much 

associated with the "centralist tradition" (Veliz 1980). Powerful presidents have 

dominated legislatures, appointed subnational executives, and made sweeping policy 

reforms by decree. However, this extreme centralization no longer accurately describes 

present day Latin America. Instead powerful elected governors routinely challenge 

presidential decisions in Brazil and Argentina. Citizens in Venezuela took to the streets to 

protest moves by those drafting the constitution to decrease the autonomy of local 

governments. In a variety of guises, both subtly and swiftly, power is shifting away from 

the national government and towards subnational governments. While there is undeniable 

enthusiasm for advancing the process of decentralization among practitioners of politics, 

political scientists have been slower to focus attention on decentralization. 

With the adoption of Import Substitution Industrialization (ISI) in the 1930s, 

Latin American governments began favoring even more centralization, in part to enable 

an expanded state to direct this new development strategy and to respond to the demand 

for social services created by the resulting rural-urban migration. USAID's preference at 

the time for centralization (because it created a central "dump" for aid) was also 

influential. Consequently a process of "demunicipalization" took place during the 1950s 

and 1960s so that by the 1970s many local governments and municipalities were simply 

historical relics, shadows of the governments they had once been (Nickson 1995). 

Since the 1980s, Latin American policymakers have been reversing this centralist 

tradition and promising to share power with subnational governments. Surprisingly, this 

trend appears to be region-wide: It is observable in both large and small states such as 

Brazil and Peru; in democratic and democratizing states such as Venezuela and Mexico; 

and in both federal and unitary states such as Argentina and Colombia. However, while 

the empirical evidence suggests that this decentralization is more than policymakers' 



15 

rhetoric, the extent to which this turn of events is real or will last is an open question. 

Moreover, precisely what is meant by "decentralization" is far from certain. For some 

policymakers it appears to mean little more than increasing the administrative 

responsibility of subnational governments, while for others it has come to mean the 

establishment of powerful local governments able to check national actors. The rationale 

behind the decision also remains unclear. Most governments are loath to give up power 

once they get it. so why decentralize? And why now? 

The answer depends upon the underlying reasons for the decision to decentralize 

and the method chosen. To the extent that Latin American governments are moving 

forward with decentralization out of a desire to change the balance of power in the 

country the trend is more likely to continue than if decentralization is seen as a quick fix 

to any one of a number of problems. Also, to the extent tliat decentralization takes 

constitutional and legal forms in empowering subnational governments it becomes more 

long lasting and not just a passing fad. The establishment of decentralized programs or 

agencies by executive orders may help in the short run, but they can just as easily be 

taken away, thus utilizing legal or constitutional means to decentralize may increase its 

staying power. 

My dissertation seeks to clarify, both conceptually and empirically, the scope and 

causes of decentralization in Latin America. Decentralization is important for 

understanding the quality of democracy and the meaning of representation. It is 

particularly salient in Latin America as young democracies engage in consolidation. The 

extent of decentralization affects the representation, accountability, and, possibly the 

quality of government. In Argentina, for example, it has been argued that strong, directly 

elected governors and mayors are a way to prevent a return to authoritarian rule 

(Gustafson 1990). Decentralization is also important as national governments begin the 
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streamlining process advocated by international fmancial institutions. In Argentina, 

giving state governments control over and responsibility for secondary education 

transferred to them what had been a federal budget responsibility (Eaton 1998). 

In an attempt to explore the concept of decentralization more fully my dissertation 

makes two important distinctions that are often overlooked in the existing literature. 

First. I distinguish between political and fiscal decentralization, arguing that we should 

consider them separately from one another because they may not proceed at the same rate 

and because once separated, conceptually and empirically, we can examine the 

relationship between them. Second, I aim to elucidate the relationship between 

decentralization and federalism, two frequently confounded concepts. As such, I try to 

determine whether countries with a federal structure are inherently more decentralized 

than those without. 

My dissertation addresses these questions through two-region-wide (19 countries) 

analyses—one on political and one on fiscal decentralization—of the competing 

determinants of decentralization, with subsequent models being used to shed light on the 

relationship between the two types of decentralization. Furthermore, by looking at how 

the decision to decentralize came about in case studies of three countries—Colombia, 

Costa Rica, and Venezuela—I seek to open the "black box" of statistical testing and show 

the causal mechanisms at work. This mixed methodology allows me focus on the causes 

of decentralization and once those causes are identified to show how they operate in 

practice using the case studies. 

The remainder of this chapter reviews the existing literature on decentralization 

and uses this literature to derive several explanations—political, economic and social— 

for decentralization. These explanations form the basis for the hypotheses, which drive 

the investigation. The second chapter focuses on identifying the causes of political 
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decentralization. Using data from 19 countries over 10 years I test the hypothesized 

explanations for political decentralization. In addition to testing the decision to engage in 

poiitical decentralization I also offer an explanation of the timing of the decision to 

engage in political decentralization. Chapter three uses the same data set to determine the 

causes of fiscal decentralization. Having determined the causes of political and flscal 

decentralization in chapters 2 and 3, in chapter 4 I take up the relationship between the 

two. 

While the first part of my dissertation looks at the causes of decentralization in a 

region-vt^ide analysis, the remainder uses three carefully selected case studies in order to 

evaluate the way in which these causes have functioned in practice. In each of the case 

study chapters I begin by evaluating the status of decentralization in the country in both 

political and fiscal terms. Next, I systematically address the independent variables 

determined to be statistically significant in chapters 2 and 3, in order to identify their role 

in explaining the status of decentralization in these three countries. 

In chapter 5,1 address the case of Colombia, in chapter 6 Costa Rica and in 

chapter 7 Venezuela. These three cases studies were deliberately chosen in order to gain 

variation on one independent variable—federalism—while holding another variable— 

democracy—constant. Costa Rica and Colombia are both unitary states, while Venezuela 

is federal. All three countries have had relatively long democratic histories. Also, these 

countries differ in their level of decentralization, not only from one another, but also 

across time. Finally, while these three cases provide important detail, they have not 

received the attention they merit in the literature to date. In chapter 8,1 conclude by 

evaluating the status of decentralization in my three case studies, discuss the causes of 

decentralization drawing on the work as a whole and offer some directions for future 

research. 
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The remainder of this chapter examines the existing literature on decentralization 

and federalism in order to assess our current understanding of this area, thus laying out 

the theoretical models used and hypotheses tested later in my dissertation. I begin by 

explaining more clearly what is meant by decentralization, drawing on studies that have 

treated decentralization in theoretical terms, in order to aid in its measurement in 

empirical terms. I then treat each of the three categories of independent variables— 

political, economic, and social conditions—in turn. 

Defining Decentratization 

Decentralization can be defined as the transfer of functions from one level of 

government to lower levels of government-within a given country." As such, significant 

variation can exist with regard to the levels of government involved in the process, the 

amount of autonomy afforded to subnational actors, and the types of 

activities/responsibilities addressed. Rondinelli, Nellis and Cheema (1984) provide three 

categories of decentralization that can structure how we understand this variation. The 

lowest and most frequent level of decentralization, according to the authors, is 

deconcentration. which they define as "the handing over of some amount of 

administrative authority or responsibility to lower levels of central government ministries 

'' Thus, this dissenadon is a study of vertical decentralization. In contrast, the term horizontal (or 
diagonal) decentralization refers to the trjuisfer of power from one institution to others at the same level. It 
is possible to have extremely high veitical decentralization in a case of low horizontal centralization and 
vice versa and care should be taken to avoid confusing these two concepts. For example, the reversal of 
executive centralization, whereby a powerful president comes to share power, is often considered 
decentralization, but for the purpose of this dissertation I would only classify this as decentralization if the 
power sharing was with subnadonal officials. (In many ways it is the nature of execudve centralizadon that 
has caused decentralizadon and democradzadon to become confused in the Ladn American context, a 
discussion that is beyond the scope of this dissertadon.) Furthermore, I should emphasize that I am 
conccmed with downward decentralizadon from the national government to subnadonal units or offices, 
although theoredcally cases of supranadonal centralizadon and decentralizadon are also possible, where 
supranational centralizadon would involve the delegadon of power to an intemadonal organization or 
supranadonal institution (see IDB 1994. 183). 
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and agencies to shift the workload" (Rondinelli, Nellis and Cheema 1984, 10). According 

to the authors this is the lowest level of decentralization, however, it is also the most 

frequent. Delegation meanwhile, "transfers managerial responsibility for specifically 

designed functions to organizations that are outside the regular bureaucratic structure and 

that are only indirectly controlled by the central government" (Rondinelli, Nellis and 

Cheema 1984, 15). Within this category the authors envision not only transfers to other 

levels of government but also the creation of autonomous agencies able to carry out 

functions of government. Rnally, devolution, the most expansive and rarest form of 

decentralization, is "the creation or strengthening—financially or legally—of subnational 

units of government, the activities of which are substantially outside the direct control of 

the central government. Under devolution, local units of government are autonomous 

and independent and their legal status makes them separate or distinct from the central 

government" (Rondinelli, Nellis and Cheema 1984, 19). These three categories are 

useful in providing the framework into which I classify countries in the case study 

chapters. In the concluding chapter I compare the pre-1980 level of fiscal and political 

decentralization with the present-day status of decentralization in Colombia, Costa Rica 

and Venezuela. Using the case details discussed in chapters 5 through 7 I can assess the 

role that different actors play in determining not only the extent but the form that 

decentralization takes. 

In general the trend in decentralization in Latin America has been to engage in 

deconcentration rather than devolution. Most governments have opted to meet 

international fmancial institutions suggestions for decentralization by creating 

decentralized agencies or autonomous institutes. The result was to create some regional, 

rather than national, policy coordination in a few areas (Harris 1984). However, this did 

little to empower subnational governments. Instead it frequently created administrators at 
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the subnational level who remained accountable to national level institutes or ministries. 

"The underdevelopment of local government and the reluctance of political leaders at the 

center to relinquish power have greatly inhibited such efforts and made real devolution 

rare" (Harris 1984, 185). As will be demonstrated in greater detail in the case studies it is 

only more recent initiatives that have advanced decentralization beyond deconcentration 

to devolution. 

As noted above, decentralization can also vary according to the types of tasks 

being transferred to subnational governments. Thus, I divide decentralization into two 

categories; political and fiscal. Political decentralization is the transfer of competencies, 

functions, responsibility and decision-making authority from the national government to 

subnational governments. At the maximum level political decentralization includes the 

ability to decide what programs or services will be offered and to execute for those 

services. It also means that subnational governments have complete jurisdiction to 

legislate in a particular area. Political decentralization can also include the transfer to the 

citizens of the right to select subnational government officials. Once these officials are 

elected they should have more incentives to act as servants of the citizenry and have 

fewer incentives to behave as servants of the national government, thus increasing the 

amount of political decentralization. 

Fiscal decentralization, on the other hand, is the transfer of income and 

expenditure responsibilities to subnational governments. In fiscally decentralized 

systems, subnational governments determine and execute revenue collection and/or 

expenditures. Executing expenditures, even without the authority to decide how they will 

be spent, does contribute to discretion and therefore to the level of fiscal decentralization. 

However by itself, expenditure execution does not imply the maximum level of fiscal 

decentralization. Greater levels of decentralization require that subnational government 
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have responsibility not only for carrying out pre-determined spending by a higher level of 

government, but also to decide how to collect revenue and allocate those funds. 

Although political and fiscal decentralization merit being considered separately, 

they have frequently been combined in previous studies (Watts 1996, for instance). 

Moreover, while some studies have paid attention to fiscal decentralization (for instance, 

Lopez Murphy 1995 or Weisner 1994), independent assessments of political 

decentralization are less common. This is in part due to the fact that consideration of 

political decentralization has usually been subsumed under discussions of federalism. As 

will be discussed in greater detail in the next section, it is important to separate 

federalism from political decentralization. 

Operationalizing Decentralization 

The first question raised by studies of decentralization is whether or not the trend 

is real and likely to continue. Anecdotal evidence would lead us to conclude that 

decentralization in Latin America is moving forward. However, several questions still 

persist, among them are the question of whether decentralization can be systematically 

measured, how its level varies across countries (space), whether the process has a 

uniform starting points and pace (time), and whether the trend will continue. The first 

step in answering these questions is devising a good empirical measure of fiscal and 

political decentralization. 

While it may be relatively easy to define decentralization in theoretical terms, it is 

much harder to measure it empirically. Additionally, it is necessary to devise measures of 

decentralization that allow me to separate empirically and conceptually, fiscal and 

political decentralization. In general, fiscal decentralization has proved easier to measure 

in cross-national settings than has political decentralization because it can be measured 
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using a variety of government-collected fiscal indicators, such as transfer ratios and 

subnational government spending, that "travel well" across countries. Fiscal 

decentralization is frequently measured in terms of local government expenditures, either 

in absolute or relative terms. For instance, the Inter-American Development Bank (1997) 

measures fiscal decentralization as the percentage of total government expenditures 

accounted for by local governments. However, it can also be measured by the relative 

balance or imbalance between the local and national level. In an earlier work the Inter-

American Development Bank (1994) constructed an index that considers (1) the 

importance of local taxes relative to central government taxes; (2) the importance of local 

expenditures relative to central expenditures; (3) the importance of transfers to local 

governments relative to their own revenue; (4) the importance of transfers received from 

the center relative to locally collected revenue).' 

The IDE is not alone in employing measures that look at the ratio of central to 

local expenditures as a means of measuring fiscal decentralization. In an examination of 

variation in fiscal centralization within the American states Wallis and Oates (1998) 

measure fiscal centralization as the percent of state plus locjil government expenditure 

accounted for by the state government. In considering variations in fiscal decentralization 

within Latin America, Lopez Murphy (1995), measures fiscal decentralization as the 

percentage of total government (all levels) spending and tax revenue that is carried out by 

local levels of government,. At the heart of these different measures of fiscal 

decentralization is a concern with the relative balance of national and subnational power. 

Considering the relative balance of expenditure authority is desirable for two reasons. 

First, a ratio such as this provides a measure that is easily comparable across countries 

' The lOB measured "vertical imbalance" by the transfers a subnational government receives from the 
ccnter divided by their total revenue (their ovra plus those from the center). Cases where central transfers 
dominate total revenue, are cases of significantly higher vertical imbalance than cases where they constitute 
a small portion of total expenditures. 
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and across time without the need to account for changes in currency. Second, a relative 

measure is needed to distinguish when increases are due to overall increases in spending, 

which is not fiscal decentralization and increases in the spending of subnational 

governments relative to the national, which is fiscal decentralization. Consequently, I will 

use the percentage of expenditures by all levels of government executed at the local level 

to measure fiscal decentralization in the statistical chapters of my dissertation. Within the 

case study chapters more nuance is possible and there fiscal decentralization is also 

operationalized in terms of the particular taxes assigned and the variations within a 

country of fiscal independence. 

These indicators can provide a good measure of fiscal decentralization. However, 

they do not provide a satisfactory measure of political decentralization. There have been 

relatively few studies have focused exclusively on political decentralization. 

Additionally, many studies have confused political decentralization and federalism. It is 

undeniable that discussions of federalism do deal with the distribution of authority 

between subnational and national governments. At the most basic level federalism is 

constitutional structure. In this sense federalism is static. When constitutional 

arrangements are made a state is or is not federal. Within this static structure other 

dynamic processes, of which decentralization is just one, can take place. Additionally, 

this structure may or may not influence these choices. By conceiving of fiscal and 

political decentralization in this way, both political decentralization and federalism can be 

measured empirically. I plan to measure political decentralization by looking at the 

election of subnational officials. Countries with elected subnational officials are more 

politically decentralized than are countries where they are appointed. This is a good way 

to operationalize political decentralization because the transfer to citizen of the right to 

elect subnational officials is a very visible part of the process of political decentralization. 
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Second, while in the case study chapters political decentralization is discussed in more 

detailed terms especially with regard to decision-making authority and the ability to set 

policy. However, this level of detail is not possible for all the countries in the sample. 

Consequently, for the statistical analysis a more comparable measure, which this 

provides, is needed. 

Explaining Decentralization 

Three typjes of works characterize the existing literature on decentralization; those 

that discuss decentralization in theory, those that assess the causes of decentralization and 

those that evaluate the effects of decentralization. This work falls squarely within the 

second category, as its goal is to explain the causes of decentralization. The main failing 

of the existing literature is the absence of a broad cross-national focus. In general 

previous efforts have emphasized studying decentralization in one or two countries. 

While these provide rich detail and often interesting explanations, they do not rigorously 

lest competing explanation, or rule out idiosyncratic factors. As a result many of the 

studies reviewed here suggest one independent variable to be added to the analysis. 

Consequently, this section is structured based on the primary independent variable 

identified by the authors. Additionally, it should be noted that in general most of the 

explanations the have been advanced for decentralization have not been specific as to 

whether they cause fiscal or political decentralization. Consequently, the explanations 

discussed in this section will be tested on both fiscal and political decentralization. 

Political Conditions and Institutional Design 

Several political factors have been identiHed as causing decentralization. These 

include federalism, a political crisis or a lack of government legitimacy, democracy and 
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presidential power and party systems. Within this section I explore the rationale for each 

of these explanations and its hypothesized relation with decentralization. 

Federalism 

Federal systems are those in which the constitution reserves some powers for 

exercise by the states and/or municipalities (Elazar 1984).^ Indeed, the essence of 

federalism is that there is a government of the federation and of each of the units that 

comprise it. At a minimum, the national government can only make decisions in one 

narrow category without the approval of the constituent units. At the maximum, the 

national government can make decisions in all but one category without consulting the 

member units. 

In the extant literature, federalism is rarely treated as a cause of decentralization 

while decentralization is frequently confounded with the study of federalism. Thus, 

several authors treat decentralization as a characteristic of federalism. In considering the 

conceptual and empirical characteristics of non-majoritarian democracy Lijphart (1985) 

includes a factor for decentralization. This implies that federal states must be 

decentralized or "non-centralized" (Osaghae 1990). Where they have been treated as 

distinct, federalism is frequently treated as a necessary condition for decentralization. 

Unfortunately, this leads to studies of decentralization exclusively in federal states 

(Brown-John 1988 and Fleiner-Gerster and Hutter 1984). 

Such confusion unnecessarily complicates the study of decentralization since we 

cannot know whether to expect decentralization in unitary states. Moreover, if we do 

fmd decentralization occurring in unitary states should we assume that rather than 

' Riker (1964) develops three additional criteria a country must meet to be defined as a federation: (1) two 
governments must rule the same land and people; (2) each government must have some area of autonomy: 
and (3) there must be some guarantee of autonomy of each government in its own sphere. 
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decentralizing they are actually trying to become federal? Since only four of the 

countries in Latin America meet the definition of federal states and yet the process of 

decentralization appears to be occurring more broadly than these four countries, this 

relationship is especially problematic. 

Distinguishing conceptually between federalism and decentralization makes 

empirical measurement of the two possible, and allows a consideration of the full 

relationship between them. In particular, it allows an empirical examination of 

something already recognized by some scholars: that federal states are not equally 

decentralized. For instance, Riker (1964) identifies both centralized and peripheralized 

federations based on the distribution of power between the various levels of government."* 

Furthermore, if decentralization or degree of centralization is argued to be a characteristic 

of federal states, it makes sense to test whether federal states are indeed more 

decentralized than unitary states. ̂  

Therefore, because of the formal, legal preservation of the authority of 

subnational governments in federal systems, I expect that they will be less centralized on 

both political and fiscal dimensions. This leads to the first hypothesis to be tested in my 

dissertation HI: Federal states are more politically and fiscally decentralized than 

unitary states. While this may sound obvious to some students of federalism, it also 

allows for an important, and not usually considered possibility, that some unitary states 

are more decentralized than some federal states. 

^ Watts also notes that the genesis of the federation may play a role in defining the distribution of powers. 
When the federation originated within a previous unitary state the federal government tended to end with the 
residual power (for instance. Spain). However, when aggregating different units formed it, the residual power 
tended to stay with the states (i.e. the U.S.). 

Federalism does not necessarily have to work to promote decentralization or to preserve the rights of 
subnational governments. Gamer (1985) argues that federalism in Mexico was adopted not to preserve the 
rights of subnational govcnmients but to weaken the power of future regional caudillos by centralizing the 
system and creating a stronger federal govemmenL 



27 

Political Crisis 

One explanation offered in the literature for variation in the extent of 

decentralization is political crisis. For a variety of reasons many Latin American 

governments appear to be experiencing declining levels of legitimacy and participation. 

This has been true even in the long-standing democracies of Colombia and Venezuela. 

By strengthening local government it might be possible to increase support for 

government in general by making the state seem to be more responsive. Nickson (1995) 

notes that extremely low levels of civic engagement and popular participation at the 

subnational level characterized many Latin American countries. The national 

government saw revitalizing local government as a way to encourage increased citizen 

participation. When decision-making is politically decentralized, greater opportunities to 

compete for office are available and the value of these offices increases. This expanded 

area of competition gives the opposition more chances to oppose (Friedrich 1968) and 

can increases citizen involvement. (For more on participation see Rose and Mishler 

1997, and Mishler and Rose 1997.) 

For example, in a detailed case study of Mexico, Rodriguez (1997) concludes that 

declining legitimacy played a significant role in the decision to decentralize. Mixing the 

discussion of decentralization with that of democratization [see below], she notes that the 

PRI may have been trying to hold on to power at the national level by appearing to share 

it with others at the local level. A major municipal reform was undertaken in 1983 in an 

effort to increase opportunities for participation in local government (Rodriguez 1998, 

243). Both theoretically and empirically, there appears to be a relationship between 

decentralization and political crisis. Thus, I will test H2: Governments with a crisis of 

legitimacy are more Ukely to engage in fiscal and political decentralization. 
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Democratization 

The Mexican case is somewhat different since it represents decentralization in the 

context of democratization. This may lead to somewhat confused results. However, 

consideration of the case of Mexico implies that it is worthwhile to consider the effects of 

democracy or democratization upon decentralization. In a study of federalism in 

Argentina, Gustafson (1990) argues that proposals to reinvigorate federalism have gained 

ground as a way to overcome the chances of a return to authoritarianism. Since the 

transition to democracy, activists have either pushed for a strengthening of the state 

powers, within the federal structure, without seeking to break-up the country. The 

rationale is that strong subnational power centers will act as a check on the national and 

will consequently prevent the re-emergence of a strong, authoritarian leader at the 

national level. Thus, decentralizing becomes a way to avoid future cases of political 

crisis.^ 

In more recent work Rodriguez (1998) looks at the pattern of political change 

within Mexico. There is very clearly a move toward decentralizing in the context of 

discussions of reinvigorating federalism However, while the federal structure may 

provide a convenient avenue for discussions of decentralization, there is not good or 

conclusive evidence that this alone will be sufficient to sustain decentralization, 

especizilly in Mexico. Additionally, p)olicymakers in Mexico and elsewhere, engaged in 

decentralizing policies, have frequently chosen to couch these discussions in the context 

of increasing democracy. Especially since political decentralization would increase 

opportunities for democratic participation that there is good reason to believe there is a 

'' However, strengthened subnational elections may actual create a situation in which governing is harder. 
Jones (1997) argues that in Argentina subnational elections are the best predictors of national multipartism 
(even more so that traditional national factors such as district magnitude/concurrent presidential and 
congressional elections). This could be especially problematic because as Mainwaring (1993) notes that the 
combination of presidentialism and multiparty systems is a difficult one. 
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systematic relationship between decentralization and democratization. I will explicitly 

test the effect of democracy upon fiscal and political decentralization in the third 

hypothesis.^ H3: More democratic states are more likely to engage in fiscal and political 

decentralization. 

Presidential Power and the Party System 

Recent efforts to study decentralization have focused on the role of institutions in 

promoting or inhibiting decentralization (e.g., Eaton 1998, Willis, Carman and Haggard 

1999). In Argentina, a powerful president, Carlos Menem made an end run around a 

legislature not interested in decentralization by negotiating a series of fiscal pacts directly 

with the provinces. While in general Menem used his discretionary power to pursue 

structural adjustment, the highly discretionary nature of this process has resulted in a loss 

of transparency and ended by playing one province off against another (Eaton 1998). 

The active role of Menem in Argentina points to a possible explanation for 

decentralization, the role of a powerful individual president. As Rodriguez (1998) notes 

it is "apparent that is process is coming about because of both the current president's 

willingness to step back and the ability of other political actors (most notably, opposition 

parties) to articulate their demands more effectively" (247). While Menem in Argentina 

and Zedillo in Mexico have focused on decentralization, a powerful president could just 

as easily complicate the process. It is not unreasonable to imagine a context in which a 

powerful president chose to use his ability to dominate the congress to stall any moves to 

empower subnational levels of government. 

^ Federalism has also been used to explain the breakdown of democracy in cases where there was excessive 
intra-national conflict However, Watts (1996) argues that it was not federalism that made these countries 
difficult to govern, contributing to the breakdown of democracy. Rather, the fact that they were hard to 
govern led them to adopt a federal structure. 
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Powerful presidents, as defined by Mainwaring and Shugart (1997), are those who 

have not only expansive constitutional powers but also disciplined support from their co-

panisans in the legislature. While the nature of the party system can affect presidential 

power, it has also been hypothesized to affect decentralization. Willis, Carman and 

Haggard (1999) consider the role that party structure plays in the decision to decentralize. 

They conclude that in cases where political parties are organized at the state level there is 

a greater chance of decentralization than where party organizations are national. State 

level organizations create incentives for politicians to be loyal to the state and to try to 

strengthen government at this level. While a comprehensive and interesting study, Willis, 

Carman and Haggard only look at the five most decentralized countries in Latin America: 

Argentina, Brazil, Colombia, Mexico, and Venezuela. Since four of these five cases are 

federal states they are not able to evaluate the role of federalism. Moreover, because they 

have selected on the dependent variable there is not variation in the level of 

decentralization, meaning they do not allow for the possibility that strong state level party 

organizations exist in centralized states as well.® This leads me to include a consideration 

of presidential power, which takes into account the nature of the party system in 

determining the causes of decentralization.^ H4: Strong presidents are more likely to 

push fiscal and political decentralization than are weak ones. 

In this study ncgiecting federalism also has some serious consequences since federalism has been argued to explain 
the party system within a country (Friedrich 1968). Since party organizations form to contest power at different levels 
at which it is available, within a federal system parties will organize themselves in ways that parallel the division of the 
state. This can lead to some decentralized party organizations in federal states, but would also lead to a decentralized 
organization in unitary states. Gallagher and Marsh (1988) take this argument further and argue that this in fact also 
leads the party to have decentralized nomination procedures. 
9 The absence of a cross-national measure that would capture this variance preclude me from testing this 
hypothesis except indirectly through measures of effective parties and presidential support in congress. 
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Economic Conditions 

Without a doubt the international economic environment affects the political 

structures and decisions made within a country. This is especially true within Latin 

America where intemationaJ financial institutions have exerted tremendous influence 

upon these countries as they recover from crippling economic disasters. Additionally, the 

burgeoning "fiscal federalism" ("Federalism" in this case simply refers to any country 

with two levels of government decision-making [Oates 1994]) literature takes into 

account the influence of economics on politics.'" The explanations considered in this 

section explore whether decentralization is a result of the economic crisis itself or from 

the resulting process of structural adjustment." It also considers the additional 

possibility that decentralization is a result of a country's level of economic development. 

Economic Crisis 

As others have noted it has become a cliche to refer to the 1980s as a "lost 

decade" for Latin America. Many countries experienced extremely low or negative 

levels of growth coupled with incredibly high rates of inflation. Some authors (e.g. 

While most authors within this literature do argue that constitutional structure docs matter for the 
ftinctioning of the public sector the primary emphasis of this literature is on the role that these different 
levels play in the functioning of markets (Oates 1994). For instance, Weingast (1997) argues that since the 
national government is limited by the federal structure many functions have been left to the states. 
However, the states face some real, hard constraints (like smaller budgets). In some ways this makes them 
more credible than the federal government in their commitments. Also, there is competition between states 
to provide particular services and benefits. Thus, precisely because responsibility is divided between the 
national government—who overall ensures and preserves market incentives—and the state governments— 
who offer distortions to attract firms—the federal system allows for both aspects. Consequently, he 
concludes that both in 19th/20th-century America and in 18th -century England, federalism played an 
important role in protecting the free market (Weingast 1993). Thus, overall economic conditions can help 
to explain why there is a need to consider the effect that economic conditions have had upon the decision to 
decentralize. 
' 'There is a significant body of literature related to these efforts to achieve efficiency with which I will not 
deal extensively as these are primarily efforts to study the effects of decentralization, an area that is beyond 
the scope of my dissertation. Most common are efforts to explain the effect that decentralization has upon 
health care (Manglesdorf 1988; IDB 1994), education (Merino 1998) and poverty alleviation programs 
fSanwal 1985). These programs are usually decentralized in an effort to improve service and efficiency 
and the intent of most of these authors is to evaluate whether or not policymakers were successful in 
achieving this goal. 
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Rosenfeld 1995) have argued that this detrimental set of economic conditions can 

increase the appeal of decentralization as means of decreasing the national budget deficit. 

Obviously, bringing the national budget back into balance means increasing revenue or 

decreasing expenditures and while both are very difficult, many government have opted 

for the latter because "the financial constraints that forced the public sectors to default on 

its foreign debt payments were so severe that it also had no alternative but to reduce its 

basic expenditures" (ECLAC 1992, 21). However, cutting the budget frequently requires 

difficult choices about what not to fund "In the face of snowballing fiscal deficits, 

resource allocations to the least essential sectors were cut, but at a very high social cost: 

public investment and social spending" (ECLAC 1992, 9). One way to avoid 

responsibility for eliminating popular programs is to pass responsibility for these 

programs to the states, and municipalities. (For more on the effects of foreign capital 

penetration Dixon and Boswell 1996.) 

Thus, when faced with economic crisis, governments may turn to decentralization 

as a solution. In order to evaluate the effect of economic crisis I will test hypothesis 5. 

H5: Economic crisis increases the chances of fiscal and political decentralization. 

Structural Adjustment 

The above comments may imply that decentralization is simply a way of passing 

the blame for failure to provide adequate services. Since programs such as health or 

education are now the responsibility of the departmental government, voters should hold 

local officials accountable for shortages and insufficiencies rather than blaming the 

national government. However, decentralization programs were not solely the brainchild 

of Latin American policy makers and it should be noted that, while many of these 

transfers did occur during periods of economic crisis, the need to reduce the budget was 
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alone insufficient to account for all of the transfers made. Rather, international financial 

institutions have also pushed for decentralization in an effort to make better use of scarce 

resources since theoretically decentralization should improve the quality of service 

provision.'" For example, as part of comprehensive structural adjustment packages, the 

IMF encouraged a twin track of privatization: selling off government-owned companies 

and also transferring programs to subnational governments as a way to utilize their 

untapped potential (Rosenfeld 1995). To further encourage decentralization the IDB and 

the World Bank funded more municipal development grants at this time in an attempt to 

strengthen local capacity (Nickson 1995). (See Crisp and Kelly 1999 and Crisp 1998 for 

more on the socioeconomic effects of structural adjustment.) 

However, the relationship between decentralization and structural adjustment may 

not be purely linear. While adjustment may initially push decentralization, 

decentralization may also come to impede extensive structural adjustment. For instance, 

Treisman (1998) uses a game theoretic model to evaluate the effect that decentralization 

has upon economic reform and structural adjustment policies, demonstrating that, where 

there are weak central bureaucracies or deep cultural divisions, decentralization makes 

macroeconomic stabilization and economic reform difficult. He argues that because local 

politicians' incentives encourage them to pursue a strategy of either increasing local 

Decentralized governments are frequently argued to be among the most efficient in meeting consumer 
demands. This logic of efficiency is well articulated in the economics literature on decentralization as well 
as in discussions of fiscal federalism. The classic Tiebout model (1956) was based on the idea that people's 
spatial preferences are revealed as they "walk" to the combination of goods and services at the price (taxes) 
they prefer and, all else being equal, citizens pick that combination of goods and taxes that is closest to 
their public spending ideal. This implies that local governments "compete" by providing a different basket 
of goods and citizens will relocate to get the one most desirable to them. Thus. local officials have strong 
incentives to act in the interest of citizens and firms, providing efficient public goods and preserving market 
incentives, to prevent them from relocating (Buchanan 1995, Weingast 1997, Williamson 1985). 
Moreover, since they are closer to citizens, local governments are able to better know their citizen's 
preferences (Haiku 1945). The implication we can draw from this research is that decentralization can be a 
way for a government to improve overall economic efficiency by leaving some functions to subnational 
governments (Weingast 1995). 
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revenue or cultivating local support those regions most predisposed to protest are the 

most likely to be "bought off," making macroeconomic management difficult. "Thus, 

decentralization or local democratization, by increasing the legitimacy of local leaders 

and reducing their dependence on the center, will make it harder for the center to pressure 

them into remitting high rates of tax. In general, political decentralization will increase 

fiscal strain on the central government" (1999, 506).'^ Consequently, it is necessary to 

evaluate empirically whether structural adjustment increases or decreases the level of 

decentralization. H6: Structural adjustment policies increase the chances of political and 

fiscal decentralization. 

Development 

There is at least some research suggesting that not all countries can realize the 

gains in efficiency resulting from decentralization. Successful decentralization requires a 

certain minimum institutional and technical capacity usually associated with more 

developed countries (see also. Rondinelli 1990). Developing or underdeveloped 

countries simply do not have the necessary expertise or resources below the national level 

for subnational governments to be able to carry out the tasks delegated to them. While 

remedies such as municipal re-organization, increased training and better financing been 

proposed (Rondinelli, Nellis and Cheema 1984 and Rondinelli 1990, for instance), the 

lack of technical expertise associated with a country's level of industrial development 

remains a significant way to deter policymaker from pursuing decentralization. 

Gibson, et al (1998) test to see whether territorial over-representation of units—defined as getting more 
congressional representation than they are entitled to based on population—leads to states getting more 
than their fair share of government funds. This question is especially salient in federal systems, since 
federalism frequently builds in aspects of territorial over-representation. In their study of Argentina they 
find that there is some evidence that regions that are over-represented do get more than their share of 
money. However, what is needed is data from beyond Argentina in order to determine if this is unique to 
Argentina or applies to both federal and non-federal states more broadly. 
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Furthermore, even though a country can derive substantial benefit from decentralizing, 

the government may still prefer centralization. For example, Bahl and Linn (1994) found 

that in developing countries the macroeconomic gains of centralization (in terms of 

stabilization) might outweigh any potential gains from decentralization (e.g., in terms of 

increased efficiency). However, it is also motivated by the necessity of increasing the 

technical capacity of subnational units before assigning them additional responsibilities. 

This suggests that in evaluating the causes of decentralization it is important to consider a 

country's level of development. H7: More developed countries are more likely to engage 

in fiscal and political decentralization. 

Social Conditions 

The final set of independent variables to be considered are those that relate to the 

social conditions within a country-. These factors have not received much attention in the 

comparative literature on decentralization to date. However, several of these factors have 

been identified as significant based on the American states literature. The social factors, 

which will be evaluated in my dissertation, include ethnic and social diversity and 

urbanization. 

Ethnic and Social Diversity 

The presence of diverse groups (for example, in terms of ethnicity, religion, 

economic activity, and class) within a country can cause tensions as these groups make 

different demands upon the national government and, in some cases, press for 

sovereignty. This argument is relatively well developed in the literature on federalism. 

Friedrich (1968) argues that federal systems were adopted by some states as a way to deal 

with the demands of ethnically and socially diverse group, given that limited local 
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autonomy is a way to create a nation out of diverse groups without resorting to 

imperialism (see Riker 1964). This was the case in Mexico (Stanfield 1992) and 

Colombia (Bird 1984) where, following independence, federal systems were adopted to 

overcome divisive regional influences and while preserving national unity'"*. While these 

variables are addressed in the literature on federalism they may also be applied to the 

study of decentralization. 

Additionally, within studies of decentralization in the American states an effort is 

made to address underlying ethnic and social variations within the states and to construct 

measures of homogeneity or heterogeneity of the population. In particular, in studies of 

decentralization at the state level Wallis and Oates (1988) and Inman (1988) incorporate 

measures of ethnic diversity as a predictor of decentralization. Wallis and Oates found 

their measure of diversity (the percent of the population that was black) to be a 

significant predictor of a concentration of power at the state rather than local level. Since 

the level of diversity varies across Latin American cases, with some countries having 

active indigenous or other minorities, I will test how national homogeneity or 

heterogeneity, in ethnic and social terms, affects decentralization. H8: Societies with 

ethnic, religious, or other significant cleavages are more likely to engage in fiscal and 

political decentralization. 

Urbanization 

In addition to the nature of a country' population, the distribution of the 

population may also account for the amount of centralization. A thinly spread 

population, in a large country; will be less effectively served by local governments, 

whereas large urban populations can be reached effectively. This suggests that regardless 

The Colombian federal system was abandoned in the 1886 constitution (Nickson 199S). 
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of the capacity of subnational governments to act they will only be asked to do so when 

they can achieve sufficient economies of scale. In countries with predominately rural 

populations the only way to achieve those economies of scale may be at the national or 

regional level. On the other hand, in countries where a substantial portion of the 

population is concentrated in a few cities, decentralizing services to those governments 

makes sense. In examining variations in centralization among state and local 

governments in the United States Wallis and Oates (1988) evaluated the effect of 

urbanization, (among other socioeconomic variables) upon fiscal centralization at the 

state level. They found that urbanization decreased fiscal centralization. Thus in my 

dissertation I will evaluate the effect of urbanization upon decentralization. H9: More 

urban countries are more likely to engage in political and fiscal decentralization. 

Control Variables 

The nine variables identified above provide several possible reasons why a country might 

decide to engage in decentralization. However, other variables, including land size, 

population, have also been argued to affect the amount of decentralization (Wallis and 

Oates 1988, Inman 1988). Land size and population are usually argued to be important in 

the American states literature. In this study they are treated as control variables instead of 

explanatory variables because they are expected to vary across countries but to remain 

relatively constant within a country over time. Consequently their effect is likely to be 

less dynamic.'^ 

Table l.I provides a summary of the hypotheses to be tested in my dissertation. 

Wallis and Oates found that land size did not have a statistically significant effect but that population did 
dccrcasc fiscal centralization. 
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Since it is not clear from the literature whether these independent variables result in the 

decision to decentralize politically, fiscally, or both their explanatory power for both 

types of decentralization will be tested. This information is presented graphically in 

Figure 1.1. Once the independent cause of each are identified it will be possible to 

establish the relationship between fiscal and political decentralization. 

Table I.I: Hypothesized causes of decentralization 
H I ;  F e d e r a l  s t a t e s  a r e  m o r e  p o l i t i c a l l y  a n d  f i s c a l l y  d e c e n t r a l i z e d  t h a n  u n i t a r y  
states. 
H2; Governments with a crisis of legitimacy are more likely to engage in fiscal 
and political decentralization. 
H3: More democratic states are more likely to engage in fiscal and political 
decentralization. 
H4: Strong presidents are more likely to push fiscal and political decentralization 
than are weak ones. 
H5: Economic crisis increases the chances of fiscal and political decentralization. 
H6: Structural Adjustment Policies increase the chances of fiscal and political 
decentralization. 
H7: More developed countries are more likely to engage in fiscal and political 
decentralization. 
H8: Societies with ethnic, religious, or other significant cleavages are more likely 
to engage in fiscal and political decentralization. 
H9: More urban societies are more likely to engage in political and fiscal 
decentralization. 
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Figure 1.1: Hypothesized causes of 
Political and Fiscal Decentralization 

Political Factors 
Federalism 
Political Crisis 
Oeniocracy 
Strong Presidents 

Economic Factors 
Economic Crisis 
Structural Adjustment 
Development 

Decentralization 
(Political and Fiscal) 

Social Conditions 
Ethnic & Social Diversity 
UrtMnizaUon 

Fiscal and Political Decentralization 

Since most studies have failed to consider these two aspects independently, it 

should not be surprising that very little theoretical work has been done on the interaction 

of fiscal and political decentralization. The scant attention paid to the distinction between 

these two asp>ects has meant that little theory addresses the question of their relationship. 

However, logically there are four possibilities that will be tested in this dissertation: (1) 

fiscal and political dpcentralization are unrelated (the null hypothesis); (2) fiscal 

decentralization precedes and causes political decentralization; (3) political 

decentralization leads directly to fiscal decentralization; and (4) both are true - fiscal 

decentralization leads to political decentralization and vice versa. The relationship 

between the two will be explicitly tested in chapter four. 
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I argue that decentralization has a greater chance of success and can reach a 

greater extent when both political and fiscal aspects are present. Cases in which the 

transfer of resources (fiscal decentralization) does not accompany changes in the 

structure of responsibility (political decentralization) are likely to create popular 

expectation that do not have much hope of being met. These cases are as likely to be 

instances of buck-passing, the shedding of responsibility, as they are to be real 

decentralization. Cases of fiscal decentralization, without political decentralization are a 

bit harder to explain as the reasons a government would give up fiscal power and not 

expect anything from subnational governments are more difficult to imagine. As is 

explored in greater detail in the case studies the expectation is that there is a positive 

synergistic relationship between the two with newly empowered elected officials pushing 

for the transfer of increased monies, and that in turn leading them to push for further 

political responsibility. 

The question that dominates my dissertation is what causes decentralization. This 

is addressed explicitly in chapters two. three, and four. It is also addressed; albeit in a 

different form in chapters five, six, and seven which take up the question of causality in 

individual countries, but which also consider the process of decentralization as well. With 

that in mind a brief discussion of the factors, which determine the process of 

decentralization, is in order. 

The Process of Decentralization 

The nature of the relationship between fiscal and political decentralization is 

further explored in the fieldwork reported in chapters six, seven, and eight. Case studies 

of the unitary states of Colombia and Costa Rica (chapters 5 and 6) and the federal state 

of Venezuela (chapter 7) provide an opportunity to study of decentralization in action. 
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As such, these case studies are designed to illuminate the nature of the hypotheses tested 

in the region-wide quantitative analysis, revealing the process by which levels of political 

and fiscal decentralization have changed over time in each of the countries studied. 

The case studies are structured similarly to facilitate comparison across countries. 

I begin by describing the level of fiscal and political decentralization in each case and 

how this has varied over time. I evaluate political decentralization by looking at the way 

in which subnational officials are selected - by election or appointment - paying 

particular attention to whether or not this change was accomplished through legal or 

constitutional change. Additionally, I trace the legislative evolution of the selection 

process, as well as prior and subsequent legislation transferring responsibilities, in order 

to determine the path it has taken and the speed at which it has proceeded. 

I measure fiscal decentralization by looking at government transfers and fiscal 

revenue sharing across levels of government over lime. Additionally, inter\'iews with 

local and national figures allow me to determine the autonomy that subnational 

governments have over their expenditures. By considering these two aspects (funds and 

autonomy) in tandem, I evaluate the degree of fiscal decentralization in each case. Thus, 

local governments with greater amounts of money and autonomy over the allocation of 

those funds are the most fiscally decentralized.'^ 

"• The literature on local government financing suggests that the inter-relation of politics 
and economics is key to "successful" decentralization. This has led to a rich discussion of 
the optimal way to finance local governments (see for instance Ter-Minassian 1997, 
Jacobs 1997, Rondinelli 1989; 1990, Bird, et al. 1995, orDDB 1997). The consensus 
point emerges from Musgrave (1983) that immobile tax bases (such as projjerty) should 
be assigned to local governments while more mobile tax bases should be assigned to the 
national government. Furthermore, there is agreement that hard constraints on sub-
national borrowing are better for municipal financial health in the long term. I look at the 
extent to which local government financing has been consistent with these 
recommendations and the way that financing mechanisms have affected inter
governmental relations and power sharing. 
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After evaluating in detail the extent to which fiscal and political decentralization 

is present in Colombia, Costa Rica and Venezuela, I turn to the actual process of 

decentralization. The focal points of each country chapter are the role of the economic, 

social and political factors identified above as well as the way actors preferences and 

strengths affected the process of decentralization. 

The second major area to be considered in the case studies is the effect of 

political, economic, and social variables. Using the explanations offered in the statistical 

section of the dissertation, I focus on the way these factors have impacted the process of 

decentralization. In analyzing political factors I look at the timing of major public 

demonstrations and how growing demands for reform encouraged changes to allow for 

the election of mayors in botii Colombia and Venezuela. I also consider the effect that 

federal structure, democracy and presidential power played in affected decentralization. 

In considering economic factors I trace the evolution of laws governing the selection of 

subnational officials in the context of agreements with international financial institutions, 

changing economic conditions and considerations of economic development to illustrate 

how economic conditions affect decentralization. Rnally, I consider the effect that social 

factors such as diversity have upon decentralization. By looking at factors such as the 

distribution of population (urbanization), and the whether or not there are pocket of 

minority groups within the country, I determine whether there is homogeneity or 

heterogeneity and whether or not decentralizing laws have played to this. This particular 

methodology allows me to study the way in which the causes operate. In other words this 

allows me to demonstrate the causal mechanisms for variables that were identified as 

most important based on the statistical analysis. 

Finally, the sections dealing with the proponents and opponents of the 

decentralization concentrate on whether these actors operate at the national or local level 
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and whether or not they are governmental. These distinctions provide four categories 

according to which the major actors are classified: national-government, national-NGO, 

local-government, local-NGO. Consequently, by determining which sets have been more 

influential and whether there is a pattern between "who" and "how much" it is possible to 

determine whether decentralization is a top-down or a bottom-up process. Both 

explanations have been put forward in the extant literature. It also allows me to assess 

the effect that these different actors relative strengths and preferences have had upon 

decentralization since the strength of the proponents and opponents of decentralization 

has, quite likely, affected its level. 

Conclusion 

In summary then, my dissertation focuses on explaining the nature of 

decentralization in Latin America including both the causes and the process. After 

exploring the causes of fiscal and political decentralization (chapters 2,3,and 4) I then 

describe the process of decentralization in Colombia, Costa Rica and Venezuela (chapters 

5.6, and 7). After examining both the causes and the process, some substantive 

conclusions regarding the status of decentralization are considered in chapter nine. In 

addition to reviewing the results of both the statistical models and the field research, this 

chapter explicitly connects the Held results on the process with the causes identified 

above. This allows for a recap of the major lesson regarding the process of 

decentralization and some indication of whether or not the trend in decentralization is real 

and likely to continue instead of just political rhetoric. 

Based on the research cited above, it is clear that a wide range of explanations 

have been offered for decentralization in Latin America. What is less clear is how these 

explanations relate to each other to the region as a whole. In addition, many of the 
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studies discuss decentralization without separating it into the fiscal and political 

components. In this dissertation I build upon the existing research by testing the 

hj'potheses offered above in a cross-national and time-serial setting and by evaluating 

their independent effect upon political and fiscal decentralization. 

In Latin America decentralization has largely been controlled by the center. 

National governments did little to establish autonomous areas for subnational 

governments, in some cases making them administrators rather than decision-makers. To 

the extent that Latin American governments are moving forward with decentralization 

out of a desire to change the balance of power in the country the trend is more likely to 

continue than if decentralization is seen as a quick fix to any one of a number of 

problems. Also, to the extent that decentralization takes constitutional and legal forms in 

empowering subnational governments it becomes more likely to endure as more than a 

passing fad. The establishment of decentralized programs or agencies by executive 

orders may help in the short run, but they can just as easily be taken away, thus a 

preference for legal or constitutional decentralization may help with its long term 

stability. 
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Chapter 2: The Causes of Political Decentralization 

Introduction 

As was argued in the introductory chapter, the move toward political 

decentralization in the region is quite clear. Decentralization was defined as the transfer 

of functions, competencies, or responsibilities from the national government to lower 

levels of government (Nellis, Rondineili, and Cheema 1984). However, within that broad 

scope 1 identified two different types of decentralization, fiscal and political aspects. The 

initial step in exploring the causes of decentralization was to separate political and fiscal 

decentralization conceptually and empirically. Only after the two are separated is it 

possible to determine the causes of each, and then the full relationship between them. In 

this chapter, I examine the reasons political decentralization occurs. The next chapter 

takes up the motivations for fiscal decentralization. In chapter four, I explore the 

relationship between the two aspects of dccentralizalion. 

Measuring political decentralization 

At the broadest level, political decentralization is the transfer of decision-making 

authority to subnational governments. It might mean ceding the ability to decide what 

programs or services will be offered and to execute those services. It also means giving 

subnational governments complete jurisdiction to legislate in a particular area of policy. 

Some examples of pure political decentralization are the ability to set the speed limit on 

all roads within the territory', and the ability to establish minimum ages for the purchase 

and consumption of products such as alcohol, tobacco, and pornography. Political 

decentralization also includes transferring the responsibility for setting laws such as the 

criminal code. 

As was noted in chapter one, political decentralization can also take the form of 

transferring to the citizens the right to select subnational government officials. This 
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affects the institutional context within which all the policy decisions noted above are 

made. Elected officials should have greater incentives to act as servants of the citizenry 

rather than behave as representatives of the national government, thus empowering local 

governments. 

In this chapter I measure political decentralization as whether subnational 

executives (mayors and governors) are appointed or elected.' Countries with elected 

subnational officials are more politically decentralized than are countries where they are 

appointed. The most decentralized case is a country where both mayors and governors are 

elected. Two of my three countries, Colombia and Venezuela, fall into this category. 

Countries in which only one level of subnational officials is elected, either at the state or 

local level, constitute a single middle value. Colombia fell into this category between 

1986 and 1991 when mayors but not governors were elected, and Chile still falls into this 

category. The lowest category of political decentralization would be cases where neither 

level of officials is elected. My third case study, Costa Rica, currently falls into this 

category, as it has no middle level of government. However, in 2002 it will move up a 

category when the first elections for mayors are held. " 

' While the labels mayors and governors are not perfect translations, they provide a 
useful way to refer to these officials or their equivalents across countries. 
• There are those who may find this to be an incomplete measure of political 
decentralization, arguing that the decision-making authority of elected subnational 
governments can also vary across countries and consequently not all elected governments 
have the same power. I am not arguing that all elected subnational governments have the 
same power. However, the absence of cross-national measure of subnational "power" 
makes this the best possible measure, reflecting the incentives of subnational officials to 
be responsive across as wide an array of issues as possible. Some of the variation in 
decision-making authority is addressed more directly in the case study chapters. 
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Figure 2.1 convincingly demonstrates that there has been a steady increase in the 

number of countries with elected subnational officials, with the biggest surge occurring in 

the mid-1980s. The specific year each country made the change is listed in Table 2.1. It 

is interesting to note that in two of the longest-standing democracies in the region-

Colombia and Venezuela - mayors and governors remained appointed throughout most of 

the democratic period, and in Costa Rica there are still no directly elected executives. In 

more recent cases of democratization, the constitution immediately following the 

authoritarian period provided for the election of mayors and governors (for instance in 

Argentina). 
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Table 2.1: Year of transition to the election of subnational officials 

Year of Transition 
to Democracy 

Elect Mayor Elect Governors 

Argentina 1983 1983 1983 
Bolivia 1982 1987 -

Brazil 1974 1985 1982 
Chile 1986 1992 -

Colombia 1958 1986 1992 
Costa Rica 1954 2002 _ B 

Dominican Republic 1978 1978 -

Ecuador 1977 1978 1978 
El Salvador 1979 1982 B 

Guatemala 1984 1985 _ B 

Honduras 1983 1983 _ B 

Mexico 1917 1917 1970 
Nicaragua 1989 1990 _ B 

Panama 1989 1994 -

Paraguay 1989 1991 1991 
Peru 1976 1981 1989^ 
Trinidad & Tobago 1962 A 1962 
Uruguay 1981 1984 1984 
Venezuela 1959 1989 1989 
Source: compiled from Willis, Garman and Haggard and lADB (1997). 

In these cases mayors are indirectly elected: they are selected by an elected council. 
However, since they are not being named by the level above them they can appropriately 
be placed in this category. 
® There is no intermediate level of government. 
^ Governors became elected in Peru in 1989; however .with Fujimori's autogolpe in 1992 
they again became appointed. 
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Evaluating Explanations for Political Decentralization 

Before reporting the results of the statistical estimation it is helpful to recap the 

hypotheses proposed in chapter one. Explanations for political decentralization fall into 

three broad categories: political, economic, and social. The political variables to be 

tested in the analysis include federalism, legitimacy crisis, presidential power, and 

democracy. Economic crisis, structural adjustment, and level of development are 

included as the most important economic factors. In terms of social structure, the 

distribution of the population (urbanization) as well as ethnic and social diversity may 

also account for the amount of centralization. 

Political Factors 

The first hypothesis suggested that federal states were more likely to be politically 

decentralized than were unitary states. Since federalism involves constitutional 

guarantees of reserved domains for state and/or local government it should not be 

surprising that federalist systems are also willing to make these officials responsible to 

citizens. In this case federalism is given the code one when a state is federal. According 

to Elazar (1994) there are four federal states in Latin America: Argentina, Brazil, Mexico, 

and Venezuela. All other states are unitary. 

The second political hypothesis suggested that countries suffering from a crisis of 

legitimacy were more likely to engage in decentralization as a way to recapture some 

legitimacy. By holding subnational elections the national government can diffuse the 

blame, as citizens hold the mayor and not the president accountable for potholes in the 

streets. Moreover, subnational elections can be a way to increase citizens' incentives to 

participate in the politics of the country, as they feel that by voting they have a greater 

say in how the country is run. In this case legitimacy is operationalized as voter turnout in 
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the last election. ̂  It should be noted that increases in this variable would actually imply 

increases in legitimacy. 

The third political variable expected to increase decentralization was a country's 

level of democracy. As was noted above, many policymakers have increased subnational 

elections, believing they increase democracy. The presence of elected subnational 

officials, however, measures political decentralization rather than democracy. While local 

elections are likely to be viewed as an opportunity for greater democracy and citizen 

participation, definitions of democracy rarely require elections at anything other than the 

national level. So while subnational elections may indicate a "higher level" of democracy 

or a more "representative" democracy, they are not inherent to democracy itself. This 

point is worth elaborating because many Latin American policy makers may be 

convinced that the moves within their country to decentralize are really in fact 

democratization."* A country's level of democracy is measured by combining the 

Freedom House measures of civil rights and political liberties. Again because Freedom 

House scores are 1 through 7 (with one being the most democratic), increases in a 

"democracy score" actually represent a decrease in civil liberties and political rights.' 

The fourth political factor hypothesized to predict the move to subnational 

elections was presidential power. Powerful presidents were expected be less likely to be 

interested in political decentralization. We would expect them to have strong incentives 

^ This variable measures the percentage of registered voters who participated in the last 
presidential election. Data on voter turnout was obtained from Nohlen (1993). 
^ This will emerge more distinctly in the case studies as many politicians argue that by 
allowing for these elections and citizen participation they are not decentralizing, but 
democratizing. This finding was not unique to my case studies but is also confirmed by 
the policymakers interviewed in Eaton (1998). 
' In this analysis democracy is measured using a composite of the political rights and 
civil liberties index from Freedom House (various years). The two scales are summed 
together meaning democracy scores range from 2 (most democratic) to 14 (least 
democratic). 



51 

to continue the appointment of subnational officials so as to maintain even more control 

over the country, or to reward loyal followers with these political appointments. In this 

case, powerful presidents are op>erationalized as those who possess decree authority or the 

ability to legislate unilaterally.^ Presidential power was also operationalized using a 

measure of the size of the president's party weighted by the effective number of parties. 

This represented the president's power to advance his programmatic agenda in the 

legislature. Presidents with a larger share of the seats, especially when the number of 

parties is small, will have greater opportunities to advance their legislative agendas.^ 

Economic Factors 

Three variables were included in the equation to test the three hypotheses 

regarding economic factors. These included economic crisis, structural adjustment, and 

level of development. The fifth hypothesized explanation for decentralization was 

based on economic crisis. Countries exf)eriencing economic crisis were expected to be 

^ Presidents are coded as having decree authority if they possess either constitutional 
decree authority or delegated decree authority. While the two are not identical, they still 
serve to distinguish who can unilaterally make law from who is dependent upon the 
congress to pass legislative program. For a further discussion of the differences in decree 
power among Latin American presidents see Carey and Shugart (1998) Executive Decree 
Authority: Calling Out the Tanks or Filling Out the Forms? For more on presidential 
power see Mainwaring and Shugart (1997) Presidentialism and Democracy in Latin 
America. 
^ The president's share of seats in Congress indicates the percentage of seats the 
president's party (not his coalition, where the two are not identical) held in the lower 
chamber of congress. These two terms have been multiplied together in the analysis. The 
rationale is as follows: a president whose party controls 20% of the seats when there are 
two parties will find the opposition to his program nearly insurmountable. However, a 
president whose party controls 20% of the seats when there are 6 parties may still find 
himself with a plurality of seats, making coalitions possible. Conversely, a president with 
80% of the seats in a two party system can count on passing his agenda in congress, even 
with substantial defections and a president with 80% of the seats in a six party system is 
likely to face little meaningful opposition on the few occasions when it is unified. Data 
on president's party is taken from Mainwaring and Shugart (1997) and Crisp and Johnson 
(1999). 
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more likely to decentralize, as economic crisis usually implies smaller budgets at all 

levels and decentralization can be a way to do more with less. In this case the measure of 

economic crisis was the percentage change in GDP. The sixth hypothesis considered the 

possibility that it was not the economic crisis itself, but rather the structural adjustment 

policies it necessitated, that advanced decentralization. Structural adjustment is expected 

to increase decentralization as the IMF and World Bank have frequently pushed 

decentralization as a way to maximize efficiency. In this case structural adjustment is 

measured using a decimal indicator ranging from 0 (no adjustment) to 1 (total 

adjustment) constructed by the Inter-American Development Bank. ® 

Finally, increases in a country's level of development were hypothesized to have a 

positive effect upon political decentralization. The infrastructure and the human and 

technical resources necessary to make decentralization work are only likely to be present 

in more developed societies. In this case development is measured using the 

conventional development measure of GNP per capita. 

Social Factors 

Social factors relate to the general situation within a country. Among the social 

factors hypothesized to cause decentralization are social and religious diversity and 

urbanization. Counties in which one size does not fit all were seen as the most likely to 

engage in political decentralization. More heterogeneous countries might find elected 

subnational officials attractive because they would make it possible to have greater 

^ This measure is based on a composite of reform in trade, taxes, finance, privatization, 
and labor. The IDB evaluated each one annually on a one-to-zero scale, summed them 
together, and then divided by five. The resulting index, calculated by the IDB annually 
from 1985 to 1998, ranges fi-om zero (no adjustment) to one (extensive adjustment in all 
areas). Consequently, the resulting variable used in the analysis is a decimal value. For 
instance, a .10 increase in structural adjustment represents a 10% increase in possible 
values of structural adjustment. 
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diversity and representativeness. Religious diversity is operationalized based on the 

percentage of Catholics in the country. Ethnic diversity has been operationalized using an 

index of ethnic homogeneity. In both cases increases in the independent variable actually 

reflect increases in homogeneity, which decreases diversity.' 

The final hypothesis proposed that increases in urbanization would advance 

decentralization. It was expected that increased urbanization would make it efficient to 

decentralize services, thus increasing the chances that this would occur. Urbanization is 

measured as the percentage of the population living in cities. Finally, two control 

variables, land and population, have been included in the analysis because it is reasonable 

to expect that large, populous countries will decentralize simply to make administration 

workable. 

The Causes of Political Decentralization 

It should be recalled from Table 2.1 that most countries do not move to the election of 

governors and mayors simultaneously. Even those countries that do, such as Venezuela, 

frequenUy do so through separate enabling legislation. Consequently, it makes sense to 

model the election of governors separately from the election of mayors. The hypotheses 

recapped above were tested using Logistic Regression (LOGIT). These results are 

presented in Table 2.2. Since in these models the dependent variable is the election or 

appointment of mayors and governors and it is dichotomous in nature, a LCXJIT 

specification is appropriate.LCXJIT estimation produces coefficients that are 

^Data on ethnic homogeneity and Catholicism was obtained from George Thomas 
Kurian, The Illustrated Book of World Rankings (Armonk, NY; Sharpe Reference, 1997), 
po. 51-53. 

For both governors and mayors, election is coded as one when they are elected and 
zero when they are appointed, meaning the model is set up to predict the probability of 
election. 
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Table 2.2: Causes of Political Decentralization 

Governor Governor Mayor Mayor 
fFitted fRtted Model) 

_ Model) _ 
Pnlitical Factors 

Federal State 4.697 1.766 -2.441 
(1.590) (0.851) (1.520) 
0.(X)3 0.038 0.108 

Legitimacy Crisis -«.547 -0.052 0.043 
(Voter turnout in last election) (0.148) (0.018) (0.034) 

0.(X)02 0.003 0.204 
Presidential Power 27.878 7J2 -2.868 -1.779 
(President has decree authority) (6.944) (1.586) (1.150) (0.687) 

O.CWOl .0001 0.013 0.010 
Party Fragmentation -0.020 0.011 
(% Seats held by president's pany (0.015) (0.016) 
* Effective Number of Parties) 0.168 0.486 
Democracy -0.794 -0320 -0.060 
(Civil Rights + Political (0.328) (0.142) (0.241) 
Liberties) 0.0154 0.024 0.803 

Economic Factors 
Structural Adjustment -4.415 5J78 3.841 
(IDB adjustment index) (4.210) (2.492) (1.549) 

0.294 0.031 0.013 
Economic Crisis -0.192 -0.137 -0.125 
(GDP growth - percentage) (0.088) (0.062) (0.078) 

0.028 0.026 0.108 
Economic Development 0.009 0.0026 0.004 0.003 
(GDP per capita) (0.003) (0.00052) (O.OOl) (0.001) 

0.001 .0001 0.001 0.001 
Social Factors 

Urbanization 0.106 -OJOl -0.235 
(0.064) (0.079) (0.W8) 
0.094 0.0002 .0001 

Ethnic Homogeneity Index 0.408 0.088 -0.073 •0.067 
(0.114) (0.029) (0.026) (0.022) 
0.0003 0.002 0.005 0.003 

Percent Catholics 0.078 0.176 0.075 
(0.053) (0.065) (0.046) 
2.174 0.007 0.104 

Control Variables 
Land Size -1.122 •0.492 -0.530 -0J91 

(0.322) (0.152) (0.175) (0.131) 
0.0005 0.001 0.003 0.003 

Population 0J03 OJOl 0J67 0.279 
(0.159) (0.095) (0.115) (0.082) 
0.002 0.002 0.002 0.007 

Constant -18.985 -8.460 -3.208 7.313 
(9.987) (2.790) (5.834) (4.524) 
.057 .002 0.582 0.106 

-2 Log Likelihood (Intercept only and 67.108 121.094 85.517 104.778 
Intercept plus Covariates) (.0001) (.001) 

N = 187. Sumdard emjis in parenthesis, logit coefficients in bold arc significant at P < .OS (actual P value is third number in cell.) 
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Table 2.3: Odds Ratios 

Governors 
Governors 
Trimmed 

Mayors 
Mayors 
Trimmed 

Political Factors 
Federal State 109.589 5.856 0.087 
Legitimacy Crisis 0.579 0.949 1.044 
(Voter turnout in last election) 
Presidential Power 999.999 999.999 0.057 0.169 
(President has decree authority) 
Party Fragmentation 0.980 1.001 
(% SeaLs held by president's party * Effective 
Number of Parties) 

Democracy 0.452 0.726 0.942 
(Civil Rights + Political Liberties) 

Economic Factors 
Structural Adjustment 0.012 216.473 46.592 
(IDB adjustment index) 
Economic Crisis 0.825 0.872 0.883 
(GDP growth - percentage) 
Economic Development i.OlO 1.003 i.004 1.003 
(GDP per capita) 

Social Factors 
Urbanization 1.112 0.740 0.791 
Ethnic Homogeneity Index L504 L092 0.930 0.935 
Pcrcent Catholics 1.082 1.192 1.078 

Control Variables 
Land Size 0.326 0.612 0.589 0.676 
Population 1.653 1.351 1.443 1.321 

Source; Table 2.2 

logged-odds ratios; consequently, beyond the sign and significance they are not readily 

interpretable. In order to make the results more easily interpretable, the coefficients have 

been transformed into odds ratios in Table 2.3. An odds ratio equal to 1.0 is the case of 

perfectly even odds or the "coin toss." Odds ratios less than one (produced by negative 

coefficients) indicate that increases in the independent variable actually decrease the 

chances an event will happen. 

Political Factors 

Among the political factors predicting the election of mayors, only presidential 

power achieved statistical significance. However, in models predicting the election of 
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governors, federalism, legitimacy, democracy, and presidential decree power had a 

significant impact. In predicting the election of mayors, presidents with decree authority 

exerted a negative and statistically significant effect. Based on table 2.3 presidents with 

decree authority decreased by 6% (17% in the trimmed model) the odds that mayors 

would be elected rather than appointed. This implies that presidents use their power to 

block subnational elections. 

In the case of governors, federalism is not only statistically significant but exerts a 

very large substantive impact. The fact that the odds ratio is extremely large (109.6) 

indicates better than 110:1 odds that federal states will have elected governors. While the 

odds decrease based on the trimmed model they are still quite high at over 5:1 that federal 

states will have elected governors. This makes it more surprising that the federalism does 

not play a role in the election of mayors. One would expect that the constitutional 

guarantees of federalism would matter in both sets of elections. 

While presidential power decreases the odds that local elections would take place, 

in the case of governors, the effect is in the opposite direction. Moreover, this effect is 

also substantively quite large. In this case, the odds that presidents with decree authority 

push for elected governors are over 999:1. This lends strong support to the hypKJthesis 

that powerful presidents play a role in affecting decentralization. The effect of legitimacy 

moves in the expected direction as more legitimate regimes are less likely to have elected 

governors. Each 1 % increase in voter turnout (which implies increased legitimacy) 

decreases by 58% the odds that elections for governors will take place. This is consistent 

with data that will be cited in the case of Colombia, where the massive protest and 

disengagement with the government led to a constituent assembly, which rewrote the 

constitution to include elected governors. The final political variable to achieve statistical 

significance is democracy. Again, the effect of democracy moves in the expected 
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direction. Each one unit increase on the political rights and civil liberties composite 

(which is a decrease in democracy) decreases by 45% the chances that governors will be 

elected. This further strengthens the argument that democracy is a cause and not an 

effect of political decentralization. In summary then, political variables have relatively 

little impact in predicting the election of mayors, as only presidential decree power 

achieves statistical significance. However, political factors play an important role in 

predicting the election of governors as federalism, legitimacy, democracy, and 

presidential power all affect whether governors will be elected or appointed. 

Economic Factors 

In predicting the election of mayors, both structural adjustment and development exerted 

a statistically significant impact. However, in predicting the election of governors, 

economic crisis as well as a country's level of development also matter. 

Countries engaged in structural ac^ustment are more likely (odds of 5.4:1 or 3.8:1 

in the trimmed model) to elect mayors rather than appoint them. It should be noted that in 

substantive terms the effect is probably much smaller as a country would have to move 

from no adjustment to adjustment in all areas to move from a zero to one on the structural 

policy index. Still, a 10% increase in structural adjustment would increase the odds by 

about 50%. This effect is in the expected direction as countries engaged in structural 

adjustment were deemed more likely to decentralize than were others. The level of 

development is also significant in predicting the elections of mayors. In this case, 

increases in per capita GDP do in fact lead to increases in the chances that both mayors 

and governors will be elected. In the case of governors a $100 increase in per capita GDP 

will increase the likelihood of electing mayors by 4%. This is encouraging, as there is 

some evidence that the national government does consider capacity when engaging in 

decentralization. 
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In predicting the election of governors, structural adjustment does not have a 

significant effect, but antecedent economic crisis do affect the likelihood of the election 

of governors. Increases in GDP growth lead to decreases in the likelihood that governors 

will be expected. In this case the effect is again in the expected direction as a 1 % 

decrease in GDP growth (representing economic crisis) would increase by around 20% 

the odds that mayors were elected. The other economic variable that exerts a significant 

effect is level of development. As in the case of mayors, more developed countries are 

more likely to engage in decentralization. In the case of governors, a $100 increase in 

GDP per capita is expected to increase by 9% the odds that governors will be elected. 

Social Factors 

Both kinds of homogeneity significantly affect the chances that mayors will be elected 

instead of appointed. However, these two variables work in opposite directions. In the 

case of mayors, increases in the ethnic homogeneity of the country decrease the odds (by 

93%) that mayors will be elected, while religious unity increases the odds (by 19%). It is 

also worth noting that religion does not have a statistically significant effect in the 

trimmed model. Religion might not be as powerful an identifying measure as race, since 

names entered on the parish register at baptism remain on these registries until a person 

dies. Thus, these people are being formally counted as catholic even if they are non-

practicing or non-believers. To some extent this would be consistent with the theory that 

countries that are relatively homogeneous do not need the political decentralization that 

more diverse countries do. 

The second control variable, urbanization, only exerts a statistically significant 

effect upon the probability mayors will be elected. Contrary to expectations, increases in 

urbanization decrease the likelihood of the election of mayors. Each 1% increase in the 

population living in the cities decreased by 21% the chances that mayors will be elected. 
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This is striking because we would expect that as cities become larger and more populous, 

central governments would be more likely to give them control. 

The only social variable to affect the likelihood that governors will be elected is 

ethnic diversity. Increased ethnic homogeneity increases the chances of election (by 

50%). Since this diversity is likely to be noticeable at the state or department level, 

elected governors may appear attractive so as to increase the chances that the elected 

subnational officials had more in common with the people in that district. 

The control variables - land and population size - exert a consistent, statistically 

significant effect upon the chances that mayors and governors are elected instead of 

appointed. Surprisingly, large countries are more likely to appoint than to elect 

subnational officials since the probability of election decreases as land size increases. 

(Each 1.000 square kilometer increase in territory decreases the odds they are elected by 

33% and 59% for governors and mayors, respectively.) More populous countries are 

however, more likely to elect than appoint mayors and governors, since as population 

increases so does the probability of election instead of appointment. (An increase in 

population of one million increased by 65% and 44% the chances that governors and 

mayors will be elected.) 

In summary, in predicting the likelihood that mayors will be elected instead of 

appointed, presidential decree authority, structural adjustment, GDP per capita, 

urbanization, and ethnic and religious homogeneity all exert a statistically significant 

effect. In predicting whether governors will be elected, federalism, voter turnout, 

democracy, presidential decree power, economic conditions (GDP growth), GDP per 

capita, and ethnic diversity all matter. It is worth repeating that a different set of factors 

seems to encourage the adoption of elections at the local level than at the intermediate 

level. In the next section I explore some of the reasons for this difference. 
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Discussion and Conclusion 

In general one of the most striking things we observe about the causes of political 

decentralization is that different variables are significant in the different equations, 

implying that different factors matter in predicting whether mayors, governors, or both 

will be elected instead of appointed. At the most general level this suggests that 

politicians actually do view these elections as separate decisions, and consequently a 

different set of factors comes into play in each decision. On the one hand, this implies 

recognition of the fact that these two groups serve divergent constituencies and in fact 

meet different needs and play very different roles. In interviews conducted in Venezuela 

it became quite apparent that people had a very clear sense of who the mayor was and 

what his functions were. There was less certainty about the intended role and purpose of 

the governor. This was also likely to be the case in Colombia, where the municipalities 

were endowed with substantial responsibilities, making it easy for citizens to know whom 

to blame if their garbage was not collected or roads were not improved. The governors 

were entrusted with a coordination function. While this makes sense from an 

administrative standpoint, it does not make for the same sort of immediate connection 

with the citizens. 

Political factors are far more important in predicting the election of governors 

than the election of mayors. The political factor that decreases the likelihood of the 

election of mayors is decree authority. Presidents with significant power are most likely 

to be interested in keeping that power. It appears that while presidents are willing to use 

their influence to retain local appointments they are less inclined or able to do so at the 

regional level. One possible explanation for this is they believe that more often than not 

they and their co-partisans will benefit from the creation of these elected regional 

positions. In the future when they do not control the presidency, as governors they would 
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still exert political influence. Moreover, they may also expect that their regional power 

bases will be sufficient to check the influence of other parties in some areas. They may 

also see local government as more a threat to their long-term strategies, as they may be 

unable to control local leaders to the extent that they can control state leaders. The 

position of govemor is more clearly being used to respond to a complex political 

environment that takes into account the legitimacy and democratic context in the entire 

country as well. It is also worth nothing that federalism exerts its exp>ccted strong positive 

influence only upon the election of governors. 

Economic conditions appeared to affect both forms of political decentralization. 

Because structural adjustment is only significant in predicting the election of mayors, it 

may be that the structural adjustment policies help to generate citizen dissatisfaction with 

the government and cause the national government to empower local governments. It 

may also be an opportunity to buy public support and to increase the involvement of 

minor parties (in a favorable way). By creating these elected mayors, the national 

government may be giving an "escape valve" to citizen's frustrations with structural 

adjustment at a much lower political cost than if they created elected governors. 

Additionally, most of the international push for the advantages of decentralization has 

focused on the capacity of local governments to be effective administrators. A final 

explanation for the effect of structural adjustment only upon the election of mayors, does 

not put the national government in the best light: In creating these elected mayors, and 

then transferring responsibilities to them, the national government may be setting them 

up to take the blame from citizens unhappy with everything from national economic 

conditions to the lack of garbage collection. Since the mayor is likely to be the elected 

official closest to the people he may often be the flrst approached, even if he cannot 

resolve their problems. However, to evaluate whether or not this is true we really need to 
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consider fiscal decentralization as well to evaluate the resources the mayors actually 

receive. 

There is also cause for optimism that subnational governments are not being set 

up to fail judging from the effect of level of development, which is consistent across both 

models. More developed countries are far more likely to have the technical capacity and 

infrastructure to make local government "work." Less developed or developing countries 

may find it hard to do much at the local level, because they necessary lack the planning 

and administrative skills. Since development increases the chances of both kinds of 

subnational elections, it appears less likely that this is the case. In fact, it appears that 

governments who can, at least theoretically, respond to their citizens needs and demands 

that are being given increased responsibility. 

Finally, social factors play a much stronger role in predicting the election of 

mayors than in predicting the election of governors. Moreover, while these variables 

affect political decentralization in a less than predictable way, this may be because 

diversity matters, but not in predictable ways. In fact, it is quite likely the case that the 

decision calculus in one country will be different from that in another country. Policy 

makers are well suited to know the needs of that country and the best way to respond to 

them. The nature of diversity within a country may matter as well, and in some cases, 

regional groupings may be more appropriate than in another country where local diversity 

is greater. 

This chapter has offered insight into the causes of political decentralization in 

Latin America. The next chapter takes up the question of the causes of fiscal 

decentralization. While the same hypotheses and variables are employed to examine the 

causes of fiscal decentralization in Latin America, it is unlikely that the same sets of 

factors are important. However, verifying this empirically will allow me to study the 
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relationship between the two. It will also aid in an identification of the most important 

independent variables, which will be discussed in detail for each of the case studies. 
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Chapter 3: The Causes of Fiscal Decentralization 
Introduction 

The preceding chapter explored the reasons for the move toward political 

decentralization by considering causes of the adoption of subnational elections. However, 

understanding the causes of the political aspect of decentralization is only half the story. 

To fully understand the move toward decentralization in Latin America we must consider 

the fiscal aspect as well. This chapter measures the empirical differences in fiscal 

decentralization across time and space, and considers the reasons behind any changes. 

Fiscal decentralization merits attention because the financial resources of 

subnational governments ultimately affect their success and power. The power of the 

purse can make or break local government, affecting the quality of representation. 

Subnational governments with many responsibilities, but without the resources to make 

good on them, are unlikely to meet their citizens' expectations, calling into question their 

effectiveness and/or legitimacy.' So fiscal decentralization frequently determines the 

effectiveness of subnational government. Fiscal decentralization and political 

decentralization have rarely been distinguished from one another in conceptual or 

empirical terms. By considering them as two distinct aspects of decentralizauon, I will 

be better prepared to analyze the relationship between them (as I do in chapter 4). In this 

chapter, the different political, economic, and social explanations offered in chapter one 

are tested on a sample of nineteen countries between 1985 and 1995. 

'AS elsewhere the term state government refers to all intermediate levels of government. 
In Latin America this level of government goes by a variety of names including 
provincial, state, departmental, and regional. The term subnational government 
encompasses these governments as well as municipal governments. 
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Measuring fiscal decentralization 

Fiscal decentralization means increases in the income and expenditure 

responsibilities of subnational governments. Changes in how government is financed or 

who controls government funds constitute fiscal decentralization. In fiscally decentralized 

systems we might expect subnational governments to decide what taxes to collect, to 

carry out their collection, to determine how much money will be spent, and how to 

allocate those funds. Meanwhile, in fiscally centralized systems, revenue is more likely to 

be distributed by the national government to lower levels of government who spend it in 

ways consistent with nationally derived goals and plans. ~ The extent to which states and 

municipalities have sufficient resources to carry out the tasks assigned to them 

determines their actual power. It is relatively easy and cheap for the national government 

to decide to transfer responsibility for providing services to lower levels of government 

(Lowder 1992). Yet what may be far more difficult, as well as fiscally and politically 

costly, is for the national government to decide to transfer the financial resources to make 

independent execution of these extra responsibilities feasible (Rondinelli 1990). What is 

particularly important for directly-elected, subnational governments to avoid is a situation 

in which they are given significant extra responsibilities, but no additional revenues or 

way to generate them. Cases such as this, while exhibiting high political decentralization, 

become a way for the national government to shed responsibilities. These "unfunded 

mandates" usually lead to poor local public service administration and could ultimately 

weaken the legitimacy of local governments. 

"The main advantage usually cited for fiscally centralized revenue systems is that they 
facilitate redistribution within a country. The question of whether centralization benefits 
the national government in accomplishing redistribution is beyond the scope of the 
present study, as I am more concerned with the causes of the decision to change the 
degree of centralization rather than its consequences. 
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In this analysis fiscal centralization is measured as the percentage of total 

government expenditures accounted for by state and local governments. This ranges from 

the decentralized high of 49.3% in Argentina to the extremely centralized low of 0% in 

Barbados and the Bahamas. The fractional nature of the variable precludes the need to 

deal with cross-national differences in budget sizes and currencies and possible extreme 

time serial fluctuations due to inflation. It should be noted that in all countries, a portion 

of subnational expenditures results from funds transferred by the national government 

with the expectation they will be spent in a particular way. Even when this represents a 

significant fraction of subnational expenditures, the total amount transferred is still 

significant since even transfer spending can increase the autonomy of subnational 

governments. In particular, even programmatic transfers will necessitate extra personnel 

to administer them and, upon closer inspection, can allow for discretion in their 

execution. Thus, subnational expenditures represent a good measure of fiscal 

decentralization, even if not the ideal.^ 

In considering the general pattern that subnational expenditures in Latin America 

have taken there is quite clearly a move to decentralize. Figure 3.1 compares subnational 

spending in 1985 with subnational spending in 1995. Figure 3.1 demonstrates a region-

wide trend toward increased spending by subnational governments. It also shows 

^These factors have made this attractive as a measure of fiscal centralization to other 
authors as well. See for example Lopez Murphy (1995) and IDB (1994, 1997). It has 
also been used as a measure of fiscal centralization in the American states literature for 
this reason (see for instance Wallis and Oates 1988 and Inman 1988). The most common 
criticism of this measure is that it does not take into account how much discretion the 
subnational governments have, since they may be responsible for many expenditures but 
have no control over income as they receive it all from the national government. While it 
is true that this measure does not capture tax authority, even transfers intended for a 
specific purpose increase fiscal autonomy as the subnational government has some 
latitude in deciding how to carry out the program, and its utility in comparing across 
countries should not be underestimated. 
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significant variation within the region in terms of the amount of fiscal decentralization. 
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The subnational share of expenditures varies from almost 50% in Argentina to around 2% 

in Costa Rica. 
Possible causes of Fiscal Decentralization 

Before reporting the results of the statistical estimation it is helpful to briefly 

recap the hypotheses proposed in chapter 1. Explanations for political decentralization 

fall into three broad categories: political, economic, and social. The political variables to 

be tested in the analysis include federalism, legitimacy crisis, presidential power, and 

democracy. Economic crisis, structural adjustment, and level of development are 

included as the most important economic factors. In terms of social structure, the 

distribution of the population (urbanization) as well as ethnic and social diversity may 

also account for the amount of centralization. 4 

4 The previous chapter on the causes of political decentralization discussed these 
variables, their measurement and sources in detail. Since the same independent variables 
are used in this analysis that information is not repeated here. 



68 

Political Factors 

The first hypothesis suggested that federal states were more likely to be politically 

decentralized than were unitary states. Among the political variables that have been 

offered for decentralization, the formal organizational structure of the state is an 

important explanation that is often neglected, or, worse, treated as implicit in 

decentralization. There is a temptation to confound the nature of state structure, federal or 

unitary, with the degree of centralization in an almost deflnitional sense by assuming that 

federal states must be more decentralized. Decentralization can occur in unitary states as 

well as in federal ones. The four federal states in Latin America are Argentina, Brazil. 

Mexico and Venezuela. All other states are unitary (Elazar 1994). 

The second political hypothesis suggested that countries suffering from a crisis of 

legitimacy were more likely to engage in decentralization as a way to recapture some 

legitimacy. Authors such as Rodriguez (1997) argue that decentralization arises from the 

need to restore legitimacy. The move to decentralize becomes a way to regain the 

confidence of citizens. In this case legitimacy is operationalized as voter turnout in the 

last election. It should be noted that increases in this variable would imply increases in 

legitimacy. 

The third political variable expected to increase decentralization was a country's 

level of democracy. I hypothesized that more democratic countries were more likely to 

engage in fiscal decentralization as part of the more general openness that comes with 

democracy. A country's level of democracy is measured by combining the Freedom 

House measures of civil rights and political liberties. Again, because Freedom House 

scores are 1 through 7 (with one being the most democratic), a higher freedom house 

score actually corresponds with a decrease in civil liberties and political rights. 
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The fourth political factor hypothesized to predict the move to subnational 

elections was presidential power. In studying Argentina, Eaton (1998) argues that the 

degree of fiscal decentralization became a matter of the ability of governors to arrange 

financial matters directly with the president. In a situation where congress controlled the 

pace of change, a president would not have been able to cut individual deals with 

governors as Menem did to give the states what had previously been federal budget 

responsibilities Argentina is probably the exception, not the rule, and powerful presidents 

were less likely to be interested in political decentralization. In this case, powerful 

presidents are operationalized as those who possess decree authority or the ability to 

legislate unilaterally. Presidential power was also operationalized using a measure of the 

size of the president's party weighted by the effective number of parties. This represented 

the president's power to advance his programmatic agenda in the legislature. Presidents 

with a larger share of the seats, especially when the number of parties is small, will have 

greater opportunities to advance their legislative agenda. 
Economic Factors 

Economic crisis, structural adjustment, and level of development are included as 

the most important economic factors leading to decentralization. Latin America spent the 

1980s and 1990s adopting or avoiding structural adjustment programs. As Nickson 

(1995) notes, one way for heavily indebted countries to keep the international creditors 

happy by balancing budgets, while keeping the population happy by providing social 

services, is to shift responsibility to the states. This led me to consider the effect that both 

structural adjustment and economic crisis had upon fiscal decentralization. Economic 

crisis is measured as the percentage change in GDP. In this case structural adjustment is 

measured using a decimal indicator ranging fi'om zero (no adjustment) to one (total 

adjustment) constructed by the Inter-American Development Bank. 
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Finally, increases in a country's level of development were hypothesized to have a 

positive effect upon political decentralization. Bahl and Linn (1994) argue that gains 

from, and therefore the desire to carry out, decentralization may vary with a country's 

level of development. Their cross-national testing reveals that local administration is 

likely to be inefficient in countries that are underdeveloped or developing. Thus, we 

would expect more developed countries to be more advanced in terms of fiscal 

decentralization. In this case development is measured using the conventional 

development measure of GNP per capita. 
Social Factors 

The distribution of the population (urbanization) and its homogeneity may also 

account for the amount of centralization. A thinly spread population in a large country 

will be less effectively served by local governments, whereas large urban populations can 

be effectively assisted through decentralized services. This led to the hypothesis that 

urbanization would increase fiscal decentralization. Urbanization is measured as the 

percentage of the population living in cities. 

The religious and ethnic diversity of a nation have been argued to affect the 

institutional design of governments. (See Friedrich 1968 for more on this argument.) 

Diversity can be an incentive to give political and fiscal authority to lower levels of 

government that more accurately reflect subsets of the population. Among the factors that 

this analysis will consider in predicting the decision to engage in Hscal decentralization is 

the racial and religious balance in the country. 

Religious diversity is operationalized based on the percentage of Catholics in the country. 

Ethnic diversity has been operationalized using an index of ethnic homogeneity. In both 

cases, increases in the independent variable actually reflect increases in homogeneity, 

which means decreased diversity. 
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Finally, it is important to control for the size of the country and its population 

when trying to explain levels of relative centralization. Large countries are likely to need 

at least some degree of decentralization simply to administer their territory. In small 

countries, on the other hand, the national government may be able to meet the needs of 

citizens across the entire country. The level of centralization may also be conditioned by 

the size of the population as larger populations may require more powerful local 

governments to address their needs. 

Explanations for Fiscal Decentralization 

Variables measuring the nine hypothesized explanations for decentralization were 

included in models predicting the subnational share of total government expenditures. 

The results of one equation containing all variables, and a trimmed version (containing 

only those found to be statistically significant), are presented in Table 3.1. Taken 

together, these explanations account for 68% of the total variance in the level of fiscal 

decentralization. 

Political Factors 

In terms of the political explanations offered for fiscal decentralization, the 

models in Table 3.1 reveal that federalism and both measures of presidential power exert 

a statistically significant effect upon the level of flscal decentralization. Figure 3.1 

demonstrates this quite clearly; in federal states a higher percentage of government 

expenditures takes place at the subnational level. It should not be surprising that the 

federal states (Argentina, Brazil, Mexico, and Venezuela) are more fiscally decentralized 

than unitary states. Subnational governments in federal states accounted for an average 

of 35% of government spending in 1995 compared with an average of 12 % in unitary 

states. 
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Table 3.1: Causes of Fiscal Decentralization 

Political Factors 
Federal State 0.026 0.027 

(0.009) (.007) 
0.003 .000 

Legitimacy Crisis -0.0002 
(Voter turnout in last election) (0.0003) 

.383 
Presidential Power •0.049 -0.050 
(president has decree authority) (0.010) (0.011) 

0.000 .000 
Pany Fragmentation and Presidential Power 0.0004 0.0003 
(%• Scats held by president's party * Effective Number of (0.0001) (0.0001) 
Parties ) 0.006 .023 
Democracy 0.003 
(Civil Rights + Political Liberties) (0.002) 

0.140 
Economic Factors 

Structural Adjustment 0.108 0.121 
(IDB adjustment index) (0.019) (0.016) 

0.000 .000 
Economic Crisis 0.0002 
(GDP growth - percent) (0.001) 

0.890 
Economic Development 0.00004 0.00004 
(GDP per capita) (0.000006) (o.ooooa 

0.000 .000 
Social Factors 

Urbanization 0.0005 
(0.0003) 
0.074 

Ethnic Homogeneity Index .0.001 •0.001 
(0.0001) (0.0002) 
0.000 .000 

Percent Catholics 0.002 0.002 
(0.0002) (0.0001) 
0.000 .000 

Control Variables 
Land Size 0.006 0.0055 
(Thousands of square kilometers) (0.0005) (0.0004) 

0.000 .000 
Population 4).002 -0.002 
(Millions of people) (0.0003) (0.0003) 

0.000 .000 
Constant •0.185 •0.140 

(0.026) (0.026) 
0.000 .000 

R-square .680 .673 
N = 187 
Standard errors in parenthesis 
Coefficienis in bold arc significant at P < .10 (actual P value is third number in cell.) 

Note: Models were estimated using Ordinary Least Squares with panel corrected standard errors. 
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Based on the model presented in Table-3.1, federal states are expected to have 3% 

higher exp>enditures by subnational governments than unitary states, all else being equal. 

While this effect is substantial, it may appear to be less than the difference between 

unitary and federal states based on Figure 3.1. This and the high level of subnational 

expenditures in Colombia and Bolivia point to the importance of considering additional 

factors, beyond the structure of the state, to fully understand the division of fiscal 

responsibility. 

The second political factor that affects fiscal decentralization is the power of the 

president. As was expected, countries with powerful presidents (meaning a president who 

has decree authority) are likely to have 5% lower total expenditures by subnational 

governments than are countries with presidents who do not possess this power. The 

legislature may take advantage of weak presidents and may seek to increase the power of 

subnational governments to create a check on the president. This occurred to a certain 

extent in the revised Brazilian constitution, which significantly increased automatic 

transfers to states and municipalities (Willis, Garman and Haggard 1999). This has hurt 

the long-run power of the president, especially to restore macroeconomic balance to the 

country. 

A second measure of presidential power is included in the analysis to capture 

some of the asf>ects of party fragmentation hypothesized to be statistically significant by 

Willis, Garman and Haggard (1999). This measure considers the effect that the size of the 

president's party in the lower chamber of congress, weighted by party fi^gmentation, had 

upon fiscal decentralization. As the size of the president's party increases we would 

expect his power to increase. However, this effect is very small. In a system with 2.5 

effective parties an increase of 4% in the share of seats by the president's party would 

increase by 4% the expenditures by subnational governments. However, it would take 
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only a 2% increase in the president's party's share of the seats in a country with 5.0 

effective parties. This is consistent with the case above where it may take the actions of 

the legislature to help push fiscal decentralization. I will investigate the effect of 

presidential power in greater detail in my case studies of Colombia, Costa Rica, and 

Venezuela. In particular, within the context of the case studies I am able to discuss in 

greater deal how the outcome was affected by different presidents preferring different 

levels of decentralization and the wishes of congress. 

Economic Factors 

The second set of hypotheses offered for the amount of fiscal decentralization is 

related to a country's economic situation. Both structural adjustment and level of 

development positively affect fiscal decentralization. \Miile countries in economic straits 

were expected to be the most likely to engage in fiscal decentralization, it appears that the 

resulting process of structural adjustment, not the crisis itself, is what leads to fiscal 

decentralization.^ The adoption of structural adjustment programs furthers fiscal 

decentralization. This is consistent with the expectation that countries willing to pursue 

structural adjustment programs may also be taking the advice of international financial 

institutions and moving toward fiscal decentralization. The effect in this case is 

substantial as the highest level of adjustment - representing significant reform in trade, 

taxes, finance, privatization, and labor - is only expected to increase the subnational share 

of expenditures by 11%. However, even a moderate level of adjustment representing a 

10% change in policy would increase expected subnational expenditures by around 1%. 

^ As was noted in the previous chapter, this variable is a zero to one decimal value. Thus 
a . 10 increase represents a 10% change in the total amount of adjustment possible, while 
moving to a 1.0 means adopting the maximum level of reform in all five areas after doing 
nothing before. 
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More develof)ed countries, because they possess the necessary technical capacity, 

were hypothesized to be more likely to engage in decentralization. This should be 

especially true in the case of fiscal decentralization since things like administering 

property taxes and running social service programs require a certain amount of technical 

expertise. In this analysis a country's level of development p)ositively affects the share of 

expenditures at the subnational level. Increases in per capita GDP increase the 

subnational government's share of expenditures. However, this effect is substantively 

quite small, as it would take an increase of $1000 per capita to result in a 4% increase in 

the subnational share of total expenditures. The more realistic increases of SI 00 or even 

S500 would increase the expected share of subnational expenditures by 0.4% and 2% 

respectively. 

Social Factors 

The final set of variables hypothesized to affect decentralization dealt with social 

conditions. Both increased urbanization and ethnic and social heterogeneity were 

expected to increase decentralization. However, only increases in the two variables 

measuring diversity - the ethnic homogeneity index and the percent of the population that 

is Catholic - change the amount of fiscal centralization. However, as in the case of 

political decentralization, these variables work in opposite directions. As a nation 

becomes more ethnically homogenous, the subnational share of expenditures declines. 

However, the effect is small, as each 1 % increase in homogeneity decreases subnational 

expenditures by 0.10%. In the case of religious homogeneity the effect was in the 

opposite direction. Each 1 % increase in the Catholic portion of the population increases 

subnational expenditures by 0.20%. In this case it would take a 10% increase in the 

percentage of Catholics in the population to increase subnational expenditures by 2%. 
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While the effects of the variables measuring diversity are multifarious, both are 

substantively quite small and as such probably play a minor role in causing fiscal 

decentralization. 

Finally, the controls for both population and land size are statistically significant. 

However, the effects work in different directions. Larger countries are more likely to 

decentralize spending. An increase of 1,000 square kilometers of territory would increase 

subnational expenditures by less than one percent (0.6%). More populous countries, on 

the other hand, are actually less likely to decentralize spending. However, the effect is 

quite small as an increase in population of one million would increase population by only 

0.2%. 

In summary, of the political factors, federalism, presidents with decree authority, 

and the president's support in congress affect fiscal decentralization. Structural 

adjustment and level of development are the only economic factors to have a statistically 

significant effect. Among the social factors both measures of diversity achieve statistical 

significance. The reasons for and implications of these results are explored in the next 

section. 

Discussion and Conclusion 

In this analysis, federalism, presidential power, size of the president's party, 

structural adjustment, level of development, and the diversity of the state all significantly 

affect the level of fiscal decentralization. As was expected, state structure has been found 

to play an important role in determining the extent of fiscal decentralization that occurs as 

federal states are more decentralized. In general, though, the literature to has either 

assumed but not tested this expectation, or has confounded it with decentralization. This 

analysis shows that separating federal structure from decentralization both conceptually 
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and empirically is important since there is definitely a causal relationship at work. 

However, the fact that unitary states are also moving to decentralize (consider Figure 3.1) 

implies that simplistic assumptions about the relationship between decentralization and 

state structure are insufficient. In this case a more complex set of factors is clearly 

pushing decentralization. It is likely that the constitutional structure of federalism may 

make decentralization easier, since federal states already possess guarantees of the 

autonomy of subnational governments. However, the literature on federalism is replete 

with explanations for the adoption of federalism touting its advantages as a system of 

government. It may be that in these cases, as unitary states move forward with the 

process of decentralization, they are in fact trying to obtain some of the advantages 

usually associated with federal systems. The role of federalism will be analyzed in greater 

detail in the case study chapters. In particular the inclusion of two unitary states -

Colombia and Costa Rica - gives me the opportunity to examine issues of constitution 

design and the role they play in shaping decentralization. The fact that these two 

countries also vary significantly from each other in terms of the level of fiscal 

decentralization allows me to consider how decentralization has come about in these two 

unitary states. 

In making the decision - federal or unitary - founding fathers establish the 

institutional structure within which later actors will interact. This initial choice may very 

likely condition future actors' preferences and options. Yet, as was noted above, 

federalism is an incomplete predictor of the level of fiscal decentralization as some 

unitary states - in particular Colombia and Bolivia - display greater levels of fiscal 

decentralization than some federal states. This points to the need to consider other 

institutional factors in explaining decentralization. Another area in which the 

constitutionally established institutions can shape decentralization is through presidential 
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decree authority. Countries in which the president is endowed with constitutional decree 

authority were less likely to engage in fiscal decentralization. This is unlikely to come as 

a great suqsrise to students of Latin America, who have often seen in these extremely 

powerful yet democratically elected presidents the potential for dictators. Presidents who 

have the ability to make law by fiat may believe it is unnecessary or inefficient for them 

to endow subnational governments with substantial power. In fact, they may believe (as 

has been expressed repeatedly by Venezuelan president Hugo Chavez) that the president 

needs to have strong control over the nation to solve its problems and rescue it from a 

myriad of crises. Ironically, this trend is argued to create the need for decentralization as 

a way to ensure that powerful presidents remain democrats and not dictators, by creating 

powerful governors (see Gustafson). The potential for "presidential dictators" may 

inspire fear in the legislature, so that even if legislators are of the same party as the 

president they act to further fiscal decentralization. This analysis clearly finds that 

increases in the president's share of the seats in congress actually help advance fiscal 

decentralization. On the one hand, this may be that the party feels confident it will 

triumph at all levels of government, making subnational governments with fiscal powers 

seem like less of a threat. However, this may also reflect cases where the president is 

using his legislative pKJwers to advance decentralization through acts of congress. In 

either case, what this implies is that congress can either be an agent of decentralization or 

the point where presidential initiatives to centralize or decentralize are blocked. As is 

discussed in far greater detail in chapter 7, for example, the new Venezuelan constitution 

substantially increases the power of the president relative to all other actors. The 

constituent assembly that drafted this constitution did not move to strengthen subnational 

governments or to enshrine decentralization, leaving open the possibility, albeit an 

unlikely one, that decentralization may be reversed. 
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The adoption of structural adjustment programs also furthers decentralization. 

Consistent with exp»ectations, governments engaged in the process of structural 

adjustment appear willing also to transfer some fiscal responsibility to subnational 

governments. While far from a condition or even a component of structural adjustment, 

international financial institutions have frequently pushed decentralization as a sort of 

sequel to privatization. Decentralization of services to subnational governments is 

supposed to help the country reap similar benefits to selling services off to the private 

sector. This analysis, which reveals that transfers of fiscal responsibility coincide with 

structural adjustment, is cause for optimism. If structural adjustment coincided only with 

political decentralization, what we might be witnessing is a shifting of blame and 

responsibilities, which might not ensure adequate local service provision. The national 

government could find transferring responsibility for some services to the states to be a 

quick way to cut administrative cost and make balancing the budget easier. At the 

national level this would appear pleasing to the World Bank, but would in the long-term 

be harmful to the citizens who depend upon the services that the states must now provide. 

However, since there is a transfer of fiscal resp>onsibilities, we can be more optimistic 

about these transfers since they mean that states are more likely to have the ability to 

administer programs successfully. There is also further cause for optimism, since the 

variable for level of development achieves statistical significance. In this case it appears 

that the national government is willing to be sure that subnational governments have at 

least some of the necessar>' technical capacity to carry out the responsibilities assigned to 

them. Moreover, in the long-run states may be able to capitalize upon a resource base to 

ensure greater political autonomy. 

There is some evidence that diversity increases the chances that decentralization 

will occur. Ethnic minorities or other minorities who live in geographically clustered 
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areas should take comfort in these findings. In particular they indicate that there is 

support and recognition of the fact that they may have different preferences, demands, 

and needs. Decentralizing public services to them may be one way of allowing the 

subnational governments to meet different populations' different needs. While this is a 

theme explored in greater detail in the case study chapters, at this point it is worth noting 

that there is at least some evidence that by decentralizing the national government call 

allow subnational governments to meet local deficiencies in services, even if those 

deficiencies vary from region to region. 

Despite its importance in determining the success of local government, the level 

and causes of fiscal decentralization have been under-studied in the literature to date. 

This chapter has tested a series of hypotheses regarding the causes of fiscal 

decentralization in Latin America between 1985 and 1995. The process of fiscal 

decentralization, distinct from that of political decentralization, is worthy of independent 

study by political scientists. Fiscal decentralization is key in determining whether state 

and local governments can successfully carry out expanded programmatic 

responsibilities. If state and local governments are obligated to provide additional 

services or given the right to legislate in new areas without receiving sufficient resources 

from the national government, the result is not real decentralization but rather buck-

passing. Following the money provides important clues to the power of local 

governments. While it does provide insight into local capacity, it is not the whole story, 

making good studies of the causes of political decentralization important as well. Having 

explored the causes of fiscal decentralization in this chapter and those of political 

decentralization in the previous chapter, it is now possible to better specify the 

relationship between them. It is to this topic that I turn in the next chapter. 



81 

Chapter 4: The relationship between political and fiscal 
decentralization 

Introduction 

In chapters 2 and 3,1 considered the causes of political and fiscal decentralization. 

While this analysis provided insight into the causes of each dimension of 

decentralization, it is only part of the region-wide picture. Specifically, it failed to take 

into account any "feedback" to one kind of decentralization produced by gains in the 

other. In the introductory chapter, I indicated that one of the most important and 

innovative questions to be addressed in my dissertation was the relationship between 

fiscal and political decentralization. 

The question of how political and fiscal decentralization are related is motivated 

by a desire to understand and model the full dynamics of the process of decentralization. 

The reality of decentralization as it has occurred in Latin America, as evidenced by the 

case studies in chapters five through seven, appears that once elected subnational officials 

get a taste of real power they are interested in doing everything they can to expand that 

power. It may be that once the process of decentralization begins it takes on a life of its 

own, and its opponents are relatively powerless to limit its scope. 

Studying the relationship between fiscal and political decentralization is critical 

for understanding the legitimacy of democratic rule as well. When a balance of these 

forms of decentralization does not occur (i.e. political occurs without fiscal or vice versa), 

it is difficult to argue that decentralization has empowered local government. Instead 

these officials are being set up to fail. Consequently, there is at least some interest in 

ensuring that the process of fiscal decentralization parallels political decentralization to 

ensure adequate resources to meet demands. At the same time, there is also an interest in 

ensuring that fiscal decentralization is accompanied by at least some political 

decentralization. If fiscal transfers are not accompanied by a modicum of increased 
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accountability, it can be a recipe for fiscal imbalance as subnational officials enjoy 

increased budgets without any need to ensure those additional funds are put to the best 

use of citizens in their area. The case studies presented later would suggest that elected 

mayors and governors are more likely to push for fiscal decentralization and that citizens 

(and perhaps even the national government) will push for subnational elections once 

fiscal decentralization occurs. 

In this chapter I review the fmdings from previous chapters regarding the 

measurement of decentralization and its causes. Then I consider whether fiscal 

decentralization leads to political decentralization, and political to fiscal. Finally I 

conclude with the implications of these findings for understanding the causes and 

processes of decentralization. 

Measuring Political and Fiscal Decentralization 

Political decentralization refers to transfers or changes in the political and 

decision-making authority of subnational governments. Political decentralization deals 

with the likelihood that local and regional leaders will insist on the right to decide which 

policies and laws will best serve the citizens of their locales. Increased political 

decentralization might give subnational governments the right to establish contracts with 

private companies of their choosing to provide local public services. It would also imply 

that local governments can hire and fire municipal employees without permission from 

national ministries, or that regional governments have independence to do things such as 

set the speed limit on roads in their territory. At its maximum, political decentralization 

includes the rights of local leaders to pass laws that differ from those of other regions 

(provided they do not conflict with national laws). While political decentralization in all 

these forms is discussed in the case study chapters, in this chapter and the two preceding 
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ones the method chosen to operationalize political decentralization in this study is the 

presence of elected rather than appointed mayors and governors. This was deemed an 

appropriate measure of political decentralization in the region-wide sample because it is a 

measure that travels well across time and space. Also, elected local officials are subject to 

a completely different set of expectations and presumably loyalties than are appointed 

officials. In particular, they owe their position to local rather than national actors. This 

means that they have strong incentives to behave in a more autonomous way. 

Conceived and measured in this way, political decentralization is clearly quite 

different from fiscal decentralization. Fiscal decentralization is the transfer of financial 

responsibility to subnational governments. In particular it involves the responsibility and 

ability to determine subnational income and expenditure levels. This ranges from the 

ability to set taxes to the ability to cut personnel, and autonomy in formulating the 

municipal budget. In the cross-national sample fiscal decentralization has been measured 

as the percentage of total exp)enditures that take place at the subnational level. This 

measure is advantageous as it also travels well across time and space, and since 

percentages are involved it makes currency conversions and budget sizes a non-issue. 

This measure also provides a glimpse of how much local governments are able to do in 

fiscal terms. If they control no resources, the best of their plans will come to naught as 

they find themselves struggling to do anything more than pay the salaries of municipal 

employees. Thus, the percentage of subnational expenditures is a good reflection of the 

fiscal power of subnational governments. 

In the introductory chapter, ten possible hypotheses for the level of 

decentralization in a country were offered. The explanations offered in chapter 1 relied on 

political, economic and social factors to explain decentralization. Among political factors 

federalism, a legitimacy crisis, and democracy were all expected to increase 
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decentralization. Presidential power, in both constitutional and partisan forms, was 

expected to decrease decentralization. All three economic factor—economic crisis, 

structural adjustment, and level of development—were expected to increase 

decentralization. Finally, urbanization as well as ethnic and religious diversity were 

expected to further decentralization. Because it was likely that a combination of these 

factors, rather than just one, was responsible for the level of decentralization in a country, 

all these factors were tested jointly in explaining a given level of decentralization. 

In chapter 2,1 considered the causes of political decentralization. For theoretical 

and empirical reasons, I concluded it was appropriate to treat the election of mayors and 

the election of governors as two different forms of political decentralization. Recall from 

Table 2.1 that in many countries the move to gubernatorial elections did not always 

coincide with the adoption of mayoral elections and vice versa.' The fact that these two 

forms of political decentralization are indeed different from each other is further 

reinforced by the fact that one set of factors predicted the election of governors while 

another predicted the election of mayors. In the case of governors, federalism, legitimacy, 

presidential power, democracy, economic conditions, level of development, and ethnic 

diversity all affected the likelihood that gubernatorial elections would occur. However, 

economic and social factors including decree authority, structural adjustment, level of 

development, urbanization, and social and religious diversity played a stronger role in 

predicting the election of mayors. 

Chapter 3, which examined the causes of fiscal decentralization, revealed that 

different factors were responsible for a country's decision to engage in fiscal 

decentralization. Federalism, presidential power, structural adjustment, level of 

development, and social and religious diversity were all predictors of the level of 

' The correlation between these variables is only -0.02. 
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subnational expenditures. These differences across the models are summarized in Table 

4.1. However, as important as these results are, they only tell half the story. Indeed one 

of the main causal links p>ostulated in the introductory chapter has yet to be explored; the 

link between levels of political decentralization and levels of fiscal decentralization. 

A Causal Connection? 

In this section, I consider the relationship between fiscal and political 

decentralization. Fiscal and political decentralization could be related to each other in one 

of four possible ways. Fiscal decentralization could lead to political decentralization, 

political decentralization could lead to fiscal decentralization, there could be a reciprocal 

causal relationship, or there could be no relationship between the two. The preferable 

method for this analysis is a series of Granger causality tests. This allows us to determine 

precedence." The Granger causality test considers whether lagged values of the 

independent variable still affect the dependent variable in the presence of lagged values 

of the dependent variable. It does this by comparing restricted and unrestricted equations 

including lagged values of the dependent variable. ^ 

" Granger causality implies causality as temporal ordering. What the Granger causality 
test examines is whether the one variable occurs before the other. It is thus causality in a 
limited, temporal sense. 
^ The unrestricted equation is the one that includes the new variables. Comparing the two 
equations allows us to decide if the variables do or do not belong in the equation. If they 
do belong. Granger causality is implied. 
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Table 4.1: Summary of the effect of the independent variables 
Election of 
Governor 

Election of 
Mayor 

Fiscal 
Decentralization 

Political Factors 
Federal State 
Legitimacy Crisis 
(Voter turnout in last election) 
Presidential Power 
(President has decree 
authority) 
Party Fragmentation 
(% Seats held by president's 
party * Effective Number of 
Parties) 
Democracy 
(Civil Rights + Political 
Liberties) 

Economic Factors 
Stmctural Adjustment 
(IDB adjustment index) 
Economic Crisis 
(GDP growth—percentage) 
Economic Development 
(GDP per capita) 

Social Factors 
Urbanization 
Ethnic Homogeneity Index 
Religious Homogeneity 
(Percent Catholics) 

Control Variables 
Land Size 
Population 

Increased 
Increased 

Increased 

No effect 

No effect 

Increased ^ 

Increased 

No effect 
Increased 
No effect 

Decreased 
Increased 

No effect 
No effect 

Decreased 

No effect 

Increased ® No effect 

Increased 

No effect 

Increased 

Decreased 
Decreased 
Increased 

Decreased 
Increased 

Increased 
No effect 

Decreased 

Increased 

No effect 

Increased 

No effect 

Increased 

No effect 
Decreased 
Increased 

Increased 
Decreased 

should be remembered that in this case an increase in voter turnout would indicate an increase in 
legitimacy. Thus, regimes suffering a crisis of legitimacy, are more likely to engage in political 
decentralization. 
^ It should be remembered that because of the way the democracy variable is coded, higher scores 
correspond with less democratic countries. Thus, more democratic countries are more likely to engage in 
political decentralization. 
^ It should be remembered that in this case an increase in GDP would indicate economic success, not 
economic crisis. Thus, regimes with an economic crisis are more likely to engage in political 
decentralization. 
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In the case of the models predicting fiscal decentralization, ordinary least squares 

is appropriate because the dependent variable is of an interval nature. Thus, in these tests 

it is appropriate to compare the Residual (or Error) Sum of Squares between the restricted 

and unrestricted equations using an F-test. However, as in chapter 2, the models 

predicting fiscal decentralization will need to be estimated using a logistic regression 

model because the dependent variable is dichotomous. In this case, the comparison 

statistics are the log of the likelihood functions between the restricted and unrestricted 

equations using a chi-square test. Granger causality tests can be sensitive to the number 

of lags in the equation, making it preferable to use more rather than fewer lags. In this 

case, I estimated both sets of equations with three lags as there are only eleven time 

periods in the dataset. 

The results of these tests are summarized in Tables 4.2a and 4.2b. I began by 

testing whether or not fiscal decentralization led to political decentralization 

operationalized as the election of governors. In this case, the R-statistic comparing the 

two equations was 11.6. This exceeds the chi-square test value at the .01 level. This 

allows us to say with a very high degree of confidence that lagged values of fiscal 

decentralization do belong in the equation. This means that Hscal decentralization 

Granger-causes the election of governors. I re-ran the equations including the election of 

mayors in both models to test whether fiscal decentralization still had an impact upon the 

election of governors if we controlled for local elections. In this case, the R statistic 

(12.26) still exceeds the critical chi-square value at the .01 level. Consequently, there is 

little doubt that fiscal decentralization leads to gubernatorial elections. 
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Table 4.2a: Granger Causality Tests of the effect of political decentralization upon 
fiscal decentralization 

Residual Sum of 
Squares, 
Restricted 
Equation 

Residual Sum of 
Squares, 
Unrestricted 
Equation 

Computed 
F-Statistic 

Election of Governors 4.5561 1.3518 101.927 
(P>.001) 

Election of Mayors 4.5561 4.1716 3.9633 
(F> .01) 

The critical F-values with 3 degrees of freedom in the numerator and 137 in the 
denominator are 2.60 at the .05 level, 3.78 at the .01 level and 5.42 at the .001 level. 

Table 4.2b: Granger Causality Tests of the effect of fiscal decentralization upon 
political decentralization 

Log of the 
Likelihood 

Log of the 
Likelihood 

Computed 
R-Statistic ® 

Function, Function, 
Restricted Unrestricted 
Equation Equation 

Causes of the Election of Mayors 
Fiscal Decentralization -12.042 -6.0098 12.064 

(P>.01) 
Election of Governors -12.042 -10.652 2.78 
Causes of the Election of Governors 
Fiscal Decentralization -17.534 -11.731 11.6 

(P>.01) 
Election of Mayors -17.534 -16.939 1.19 

® The chi-square value with two degrees of freedom is 5.99147 at the .05 level and 
9.21034 at the .01 level. 
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I then tested to see whether or not flscal decentralization had a similarly strong 

predictive effect upon the election of mayors. Including prior measures of fiscal 

decentralization in the equation also improved the model. In this case, the computed R-

statistic is 12.0644, which exceeds the chi-square value at the .01 level. The effect of 

fiscal decentralization upon the election of mayors is similarly strong, even when 

controlling for whether governors are elected. The R-statistic (II.0516) still exceeds the 

chi-square value at the .01 level. Again, we have a high degree of certainty that fiscal 

decentralization leads to the election of mayors. Consequently, drawing on the results 

presented in Table 4.2b, there is solid evidence that fiscal decentralization does indeed 

lead to political decentralization. 

I then considered whether the two forms of political decentralization had an effect 

upon each other. I began by testing whether or not the election of mayors affected the 

election of governors. In this case, the computed R is 1.19, which does not exceed the 

critical value at the .05 level. This implies that local elections do not Granger-cause 

regional elections to take place. This is a bit surprising since more countries have local 

elections than regional and the move to local elections has usually preceded the move 

toward regional elections. Controlling for prior levels of fiscal decentralization in both 

models did not help, as the R-statistic is still merely 1.844. In considering whether or not 

the election of governors led to the election of mayors the computed R statistic is 2.78, 

which also does not exceed chi-square at the .05 level, implying that there is very little 

chance that the election of governors leads to the election of mayors. Including test 

variables for prior fiscal decentralization drops the computed R to 1.767. Gubernatorial 

elections do not lead to mayoral elections. Thus, I concluded that while fiscal 

decentralization preceded both forms of political decentralization, there was no 

systematic relationship as to which form of political decentralization came first. 
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Finally, I examined the impact that these two forms of political decentralization 

had upon fiscal decentralization. Since fiscal decentralization was found to lead to the 

election of governors, I began by testing to see if that relationship was indeed reciprocal. 

In comparing the computed F statistic for models including the election of governors and 

models excluding their election the computed F is 3.29. This exceeds the critical test 

value at the .05 level. Thus, we can say with 95% confidence that the election of 

governors does indeed Granger-cause fiscal decentralization. As above, I re-ran the 

analysis controlling for the election of mayors. In this case the computed F increases 

slightly to 3.78, which exceeds the critical value at the .01 level. Thus, while prior 

mayoral elections make it even more likely that gubernatorial elections will lead to fiscal 

decentralization, even in the absence of elected mayors, elected governors still further the 

cause of fiscal decentralization. 

Finally, I tested whether or not elected mayors had the same strong effect upon 

fiscal decentralization that elected governors did. In comparing models predicting fiscal 

decentralization, which included and excluded the election of mayors, the comparative F 

statistic is 0.73. The low positive value indicates that the improvement in the model 

resulting from including the election of mayors is very small. Indeed this value does not 

exceed the critical value at the .05 level. Thus, there is very little evidence that the 

election of mayors Granger-causes fiscal decentralization. When the prior election of 

governors is taken into account in both models, the computed F improves to 1.24; this 

however still does not achieve significance at the .05 level. Thus, we must reject the 

hypothesis that mayors lead to fiscal decentralization. 

In order to verify that the effect of the independent variables did not change once 

the models took into account these new findings I re-estimated the modes from chapters 2 

and 3 to include the effect of the one kind of decentralization upon another. The results of 
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these estimations are presented in Table 4.3. While a system of equations approach might 

seem appropriate, I have opted to continue with single equation estimation. These models 

are frequently preferred to simultaneous solutions because, among other reasons, any 

error in form or in specification in one equation propagates to the other equations. In 

single-equation estimation the error in one equation (by the inappropriate exclusion of 

variable, for instance) does not affect the other equations (Gujarati 1995). Moreover, this 

approach was preferable fi^m the practical standpoint since systems of equations assume 

that OLS is an appropriate estimation technique. In the case of political decentralization, 

that assumption would have been incorrect due to the ways the dependent variable is 

measured. 

Based on the models presented in Table 4.3, the findings from chapters 2 and 3 

are generally consistent even when the "feedback" effect of one kind of decentralization 

is taken into account. In the case of fiscal decentralization, the only variable that becomes 

statistically insignificant following the inclusion of the variable measuring political 

decentralization is federalism. This result is somewhat startling since Figure 3.1 appeared 

to demonstrate that federal states are more fiscally decentralized. However, federalism 

retained its strong effect in the case of governors. It should also be noted that the variable 

indicating the election of governors is not statistically significant at the .05 level. 

However, it is significant at the .10 level. Given the relatively small sample size and the 

inherent uncertainty in the data, this more permissive cutoff may be appropriate. Thus, in 

general the same political factors (presidential power), economic factors (structural 

adjustment and level of development), and the same social factors (ethnic and religious 

diversity) affected the level of fiscal decentralization even taking into account its 

relationship with political decentralization. 
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In the case of gubernatorial elections, the findings presented in chapter 2 were 

equally robust. With the exception of legitimacy and ethnic homogeneity, the same 

variables that achieved statistical significance in predicting the election of governors in 

chapter 2 achieved statistical significance in these models. Interestingly enough,, neither 

of the control variables, land or population, achieved statistical significance in the models 

that took into account fiscal decentralization. Fiscal decentralization had a strong positive 

effect upon the election of governors, substantially increasing the chances that regional 

elections would occur. In summary, then, federalism, presidential decree power, 

democracy, economic crisis, and level of development all affected the likelihood that 

gubernatorial elections would occur. As can be seen in table 4.3 none of the social 

variables achieved statistical significance in these new models. 

In predicting mayoral elections, the results were even more robust. The only 

difference between the model presented in chapter 2 and the model presented in Table 4.3 

is that in the new model neither religious homogeneity nor land size, which had been 

significant before, played a role in predicting the election of mayors. When fiscal 

decentralization is accounted for the only political factor to predict mayoral elections is 

still presidential decree authority. The same two economic factors—structural adjustment 

and economic development—both increased the chances of local elections. Finally, two 

of the three social factors—urbanization and ethnic homogeneity—both decreased the 

chances that mayoral elections would occur. As in the case of governors, fiscal 

decentralization exerted a strong and positive impact upon the election of mayors, 

substantially increasing the likelihood that mayoral elections will occur. 

In predicting mayoral elections, the results were even more robust. The only 

difference between the model presented in chapter 2 and the model presented in Table 4.3 
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Table 43: New Models of Political and Fiscal Decentralization 
Political Decentralization Political Fiscal 
(Election of Governor) * Decentralization Decentralization 

1 Bection of Mayor) (Subnational 
A  Expenditures) ° 

Fiscal Decentralization 18.160 -30.203 
(•^ Subnational Expenditure) (6.517) (10.957) 

2.787 -2.757 
Political Decentralization 0.025 

(Election of Governors) (0.014) 
1.720 

Political Decentralization 
(Election of Mayors) 

Political Factors 
Federal State 4.051 0.172 0.013 

(1.250) (1.627) (0.011 )  
3.241 0.106 1.251 

Legitimacy Crisis -0.030 0.042 -0.0002 
(Voter turnout in last election) (0.021) (0.0272) (0.0002) 

-1.435 1_54I -0.762 
Presidential Power 8.484 -t.409 41.063 
(President has decrce authority) (2.492) (USD (0.015) 

3.404 -2.832 -4J16 
Party Fragmentation -O.OI 1 0.001 0.0003 
(•* Seats held by president's party * Eflective Number (0.010) (0.017) (0.0001) 
of Parties) -1.095 0.080 2.563 
Democracy 41.512 -0.244 0.0(M 
(Civil Rights + Political Liberties) (0J57) (0.172) (0.003) 

-1.988 -1.419 1 JOl 
Economic Factors 

Structural Adjustment 5.213 8.124 0.102 
(IDB adjustment index) (2.803) (2.776) (0.019) 

1.860 2.927 5J37 
Economic Crisis •0.136 -0.038 O.OOOl 
(GDP growth—percentage) (0.069) (0.072) (0.001) 

-1.981 -0.534 0.341 
Economic Development 0.002 0.004 0.00004 
(GDP per capita) (O.OOI) (0.001) (0.000007) 

1.735 2.569 5.697 
Social Factors 

Urbanization -0.071 4iJ61 0.0005 
(0.044) (0.096) (0.0003) 
-1.613 -3.746 1.835 

Ethnic Homogeneity Index 0.083 41.085 0.001 
(0.049) (0.031) (0.0001) 
1.699 -2.744 -7.933 

Religious Homogeneity 0.110 0.003 0.002 
(Percent Catholics) (0.040) (0.087) (0.0003) 

-2.773 0.039 8.665 
Control Variables 

Land Size -0.200 -0.250 0.006 
(0.114) (0.183) (0.0006) 
-1.763 -1.370 10.43 

Population 0.104 0.528 4).002 
(0.076) (0.151) (0.0004) 
1.365 3.505 -5.498 

Constant 3.943 19.177 41.219 
(6.062) (9J84) (0.032) 
0.650 2.044 -6.805 

Goodness of Fit LL; 49.412 LL; -44.59 R-squarc; .684 
(Ratio test; 156.5) (Ratio test 99.6) 

Coefficients for the Fiscal Decentralization Model arc OLS coefficients. 
Coefficients for the Political Decentralization Models are logit coefficients. 

First number is the coefficient, (standard error) T-Ratio. CoefHcients in bold are statistically significant with P > .OS 
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is that in the new mcxiel neither religious homogeneity nor land size, which had been 

significant before, played a role in predicting the election of mayors. When fiscal 

decentralization is accounted for the only political factor to predict mayoral elections is 

still presidential decree authority. The same two economic factors—structural adjustment 

and economic development—both increased the chances of local elections. Finally, two 

of the three social factors—urbanization and ethnic homogeneity—both decreased the 

chances that mayoral elections would occur. As in the case of governors, fiscal 

decentralization exerted a strong and positive impact upon the election of mayors, 

substantially increasing the likelihood that mayoral elections will occur. 

In this section J have directly considered the effect that fiscal decentralization has 

upon political decentralization and vice versa. The models in this section indicate that 

there is a strong reciprocal effect between political decentralization (measured as the 

election of governors) and fiscal decentralization (measured as subnational expenditures). 

This finding was powerful enough in the case of the election of governors that even after 

controlling for other known causes of gubernatorial elections the fiscal decentralization 

variable still achieved statistical significance. This was not true in predicting the level of 

fiscal decentralization, however. Moreover, while fiscal decentralization does lead to 

political decentralization in the form of elected mayors, that relationship appears to be 

one-way. This effect was robust enough that even when other known causes of mayoral 

elections were taken into account it still exerted a strong impact. What this section has 

revealed is that there is quite clearly a causal relationship between fiscal decentralization 

and political decentralization. In the next section I consider some of the implications of 

these findings. 
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The Relationship between Political and Fiscal Decentralization 

I had expected to find a strong reciprocal relationship between both forms of 

political decentralization and fiscal decentralization. To a certain extent, these 

expectations were confirmed as fiscal decentralization led to both forms of political 

decentralization. However, the reciprocal relationship was only noted with the election of 

governors. The explanation for this difference may lie in the different way in which these 

two positions are perceived. 

The national government is making the decision to allow citizens more 

participation in local government for very different reasons than they are creating vibrant 

regional governments. The strong negative effect of presidential power upon the election 

of mayors may reflect a concern that mayors set the stage for a slow unraveling of 

executive control, which explains why presidents block mayoral elections. Elected 

governors are recognized as the serious players they can come to be and thus may arrive 

later in the process, but they usually have significant fiscal power when they do. The 

decision to share power with regionally elected leaders is consequently a decision to 

share power, especially as it takes place in a context of economic and political crises. 

Apparently, once the process has begun it cannot be limited to just fiscal or just political 

aspects. Indeed, the reciprocal effect of gubernatorial election and fiscal decentralization 

suggests that once the national government starts down either path it is unlikely to be able 

to reverse either form of decentralization. 

Fiscal decent^ization may help to advance both forms of political 

decentralization since once they have begun to share fiscal pniwer there are few good 

reasons to deny one level the ability to levy taxes while granting that power to another 

level. Moreover, since some aspects of fiscal decentralization may be viewed as 

"technical" issues there may be less unease with giving those powers to subnational 
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government. However, because of the effect thai fiscal decentralization has upon the 

election of mayors, the use of elected mayors as an "escape valve" may well backfire if 

national officials are not ultimately planning to engage in regional decentralization as 

well. Thus, even if the intention is only to open the participatory space at the local level, 

what national officials may find they are doing is beginning the process of both political 

and fiscal decentralization, even if they do not realize it. 

This chapter has hinted at the fact that decentralization is a dynamic process, with 

both fiscal and political aspects pushing and pulling decentralization. The three statistical 

chapters have looked at decentralization in a region-wide context to identify, through 

cross-national comparison, the different factors that have helped to bring about 

decentralization. In the three chapters that follow, I will examine interactions in the 

process of decentralization in three national cases, identifying the proponents and 

opponents of reform. These chapters allow me to look at the process and the actors in a 

more nuanced way to illustrate, in specific cases, the dynamics of the process hinted at in 

the statistical analysis. 
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Chapter 5: The process of decentralization in Unitary States: The 

case of Colombia 

Introduction 

Colombia is unusual among the countries of Latin America after independence in 

that it experimented with a federal structure to deal with powerful tensions that were 

pulling the country apart (Nickson 1995), but ultimately rejected federalism as an 

appropriate form of government. Despite a roughly 65-year experiment with a 

constitutionally federal system, including the 1863—1886 period when the country was 

known as the United States of Colombia, the 1886 constitutional reform resulted in a 

unitary state. It was argued that a stronger central govenmient would be a better way to 

deal with internal problems than federalism had been. However, the tension between 

federalism and centralism did not disappear in 1886. It became part of an ongoing dialog 

that underscores much of politics, even today. An undertone to current political 

discussion is a simultaneous desire for central control and local independence. The 

Colombian constitution opens with a phrase that betrays the contradictions inherent in the 

republic itself, stating, "Colombia is a legally organized social state under the form of a 

unitary, decentralized Republic with autonomous regional entities" (Article 1, 1991 

Constitution). It is a constitution that clearly defines the country as a unitary republic, yet 

provides substantial regional and local autonomy. 

It should not be surprising that Colombia does well on aggregated measures of 

decentralization. Mayoral elections began in 1986 and gubernatorial elections in 1991. 

While late for a country with Colombia's history of democracy, subnational elections 

occurred earlier than in many countries in the region. The process of fiscal 

decentralization also appears to be relatively advanced in Colombia. Based on the 

subnational government percentage of total government expenditures, in 1995 Colombia 
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was the third most decentralized country in Latin America, ranking behind only Brazil 

and Argentina. At first glance, Colombia appears to be relatively decentralized despite its 

unitary nature. 

This chapter explains the level of decentralization in Colombia. As in the other 

two case studies, I identify the key steps in the process, tracing the path decentralization 

has taken. Decentralization advanced rapidly in Colombia during the 1980s and 

continued to deepen during the 1990s. A series of significant internal and external 

conditions created a favorable environment for decentralization. In the second half of the 

chapter, I consider how the conditions surrounding different actors have made changes to 

a more decentralized system possible. These conditions provide the background for a 

discussion of the way in which the major players in the debate over decentralization have 

worked to advance or block it. The fact that supporters of decentralization have generally 

been more powerful and that national and international conditions have generally favored 

decentralization help to explain why Colombia has achieved a relatively high level of 

decentralization. 

The Process of Decentralization 

In writing on the process of decentralization in Colombia, Garay (1994) identifies 

three major advances. The first of these took place at the beginning of the 1980s as the 

national government searched for a way to strengthen local government finances to 

relieve the stress on the public budget. The second step occurred in 1987 with Laws 11 

and 12 of 1987, which began the process of transferring competencies to the subnational 

governments. Finally, the approval of the new constitution in 1991 dynamized and 

advanced the process of territorial division of responsibilities in the country. 
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With some modifications, Garay's three steps form a useful way to organize my 

discussion of the process of decentralization. I begin with a quick look at the historical 

roots of centralism and federalism and the early advances toward decentralization made 

in the 1960s and 1970s. I then consider the series of fiscal advances identified by Garay 

as the first step. Next, I turn to the constitutional amendment and the accompanying 

legislation that wrought the popular election of mayors in 1986, and then proceed with a 

discussion of the 1987 laws beginning service transfers. Finally, I look at the 1991 

constitutional reform and more recent developments to identify the most recent steps in 

the process of decentralization. 

Antecedents to Decentralization 

As was noted in the introduction. Colombia began the period shortly following 

independence with a federal system of government. (See for instance Borda 1997 or 

Gomez Gomez 1997.) However, even before the 1886 constitutional reform the country 

began to move toward centralization, beginning around I860.' The 1886 constitution 

identified a clear central organizational structure for the state. This centrally dominant 

constitution prevailed until 1991, when the constitution was rewritten by a constituent 

assembly. The 1886 constitution provided for a strong national stale with political, 

administrative, and fiscal power resting in the central government (Garay 1994). 

However, the underlying pressure for at least some regional power quickly became too 

much for the national government to oppose. Without amending the constitution or 

repudiating a unitary organization, the national government began the gradual process of 

' Luis Javier Oijuela, Professor of Political Science, University of the Andes, interview 
by author on July 15, 1999. 
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transferring competencies. For instance, in 1929 the departments received responsibility 

to collect the beer tax (Banco de la Republica 1999).' 

Decentralization remained stalled until the late 1960s when again the national 

government began to move the process forward. 

The process of decentralization in Colombia has been defmed as a 
political, administrative and fiscal process. Legcilly it has its beginnings in 
the Constitutional Reform of 1968, when they [national government] gave 
to the Municipal Councils (Concejos Municipales) the possibility to create 
Local Administrative Groups {Juntas Administradoras Locales) to 
contribute to the oversight and administration of the local public services. 
However, this initiative did not receive any legal development in the 
following decade (Perez and Farah 1999, p. 27). 

This act was not entirely a dead end, though; it laid the groundwork for a process of 

political decentralization, which culminated in the transfer of significant responsibilities 

in the late 1980s. 

The constitutional reform of 1968 also accomplished another important step. For 

the first time it introduced a mechanism for automatic transfers from the national 

government to the subnational. While these transfers had a specific purpose and 

destination, this increased the financial power of the departments. Departmental sharing 

in the national government's current income shot from 0% in 1967 to 18.7% in 1978 and 

23.4% in 1988 (Departamento Nacional de Planeacion 1982, p. 47). This was a positive 

advance for decentralization as it established a formulaic, predictable, and permanent 

source of financing for the departments. This guaranteed they would have at least some 

fiscal power. The downside to the establishment of this situado constitucional 

~ There are essentially three levels of government in Colombia, which correspond to the 
three main territorial divisions: the national government, the departmental, and the 
municipal. The 32 departments are roughly the equivalent of states in the US. Despite 
referring to them as municipal governments, the 1,059 municipalities are more 
comparable to US counties than cities. 
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(constitutional allocation) is that it also laid the groundwork for subnational government 

dependence on financing programs. While the constitutional reform of 1968 opened the 

door for further decentralization, very little actually happened to advance decentralization 

during the 1970s. In large part because the opponents of decentralization dominated 

congress, even pro-decentralization presidents were unable to advance the process. It was 

not until the late I970s/early 1980s that decentralization once again re-emerged as a 

national theme. 

Fiscal Decentralization in the 1980s 

As Garay (1994) observed, the first steps toward decentralizing were actually 

fiscal ones. On the one hand, these built on the situado constitucional established with the 

1968 constitutional reform. On the other hand, they were geared toward establishing 

greater fiscal independence for the municipalities. 

One of the most distinguished aspects of the evolution of the Colombian 
public sector (in good part during this century) has been the loss of 
participation at the subnational level in the generation of tax income. In 
effect, during the 1970s, the municipal governments, and to a lesser extent 
the departments, have suffered a clear deterioration in their finances. But 
between 1978 and 1980, there was a vigorous reactivation of the regional 
tax obligations, led by the tax on liquor...Later in 1983 and 1984 they 
received another great push related to the provisions in Law 14 of 1983 
(Banco de la Republica 1990, p. 87, author's translation). 

However, the Bank of the Republic report goes on to note that there has not been as 

active effort to make use of the these taxes, as many municipalities continued to rely on 

the situado constitucional. This created a continual pressure upon the national budget. 

"A fu-st step in the process of decentralization began in the early 1980s with the 

basic proposition of strengthening local finances to reduce the elevated pressure of the 

territorial entities upon the public [national] budget—for example, interceding the 

imposition of new taxes at the department and municipal level, such as those in Law 14 
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of 1983" (Garay 1994, p. 53, author's translation). Law 14 of 1983, "which fortifies the 

finances of the territorial entities and dictates other issues," gave municipalities control 

over collection and administration of the property tax, including responsibility for 

assessing property values. It should be noted, however, that at this time most 

municipalities did not create their own assessor's offices and instead relied on property 

assessments maintained by the national government, which implies they did not receive 

the full amount to which they were entitled. Regardless of the lack of gusto with which 

the municipalities have chosen to pursue tax collection, they have been transferred 

responsibility for one of the taxes most commonly recommended as appropriate for the 

municipal level. (See for instance Bird, et al 1995 or Ter-Mlnassian 1997.) 

Municipal finances received further development in 1986 with the passage of Law 

12 "which dictates norms regarding the cessation of the sales tax or the value added tax 

(VAT) and reforms decree number 232 of 1983". This law augmented the transfers 

municipalities receive by ensuring them participation in the VAT. It also created financial 

incentives to reward municipal efficiency in administration. The president was 

empowered to give functions to the municipalities in this law, which are supposed to be 

paid for with VAT revenue. Oijuela argued that the reason the government preferred to 

decentralize to the municipalities was because they are closer to the population and its 

needs. ̂ 

Thus, at the end of the 1980s the municipalities had received some substantial 

resources to help them advance fiscal decentralization. They had been entrusted with the 

property tax, and guaranteed some revenue through the VAT tax. Meanwhile the 

departments were being funded primarily through the situado constitucional and other 

transfers. Thus, while fiscal decentralization advanced only moderately during this 

^ Oijuela, interview by author. 
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period, political and administrative decentralization received a major impulse in the late 

1980s. 

The election of mayors and other political advances 

While the 1980s may have been marked by limited advances in fiscal 

decentralization, they were characterized by rapid and extensive political and 

administrative decentralization. In 1986 the constitution was successfully amended to 

allow for the popular election of alcaldes (mayors)/ Until then, the mayor had been 

appointed by the national government. Previous attempts at this reform had not been 

successful despite deep historical efforts to adopt subnational executive elections, 

including the Liberal party platform of 1917. Before 1986, the most recent attempt had 

been a 1982 proposal that failed midway through the legislative process. This bill would 

also have provided for the popular election of governors. After successfully passing the 

Chamber of Deputies, the bill was killed during the second reading in the Senate. The 

summary report argued that this particular bill was unconstitutional because congress did 

not have the authority to initiate this legislation; it needed to originate in the executive 

branch.^ 

In detailing the motivation for this bill Jaime Castro, then Minister of 

Government, argued, "The incentives that comprise the project have as a common 

The 1886 constitution was amendable by an absolute majority of both chambers in two 
consecutive, regular sessions. The 1991 constitution offered new methods for 
constitutional reform but still allows congress to amend it with simple majorities on the 
first vote and absolute majorities on the second vote (Mainwaring and Shugart 1997). 
^ This particular objection was avoided in the version that passed congress in 1986 
because in that case the Minister of Government, Jaime Castro, authored the bill. 
According to the constitution, bills on the structure of the executive ministries, the 
salaries of public employees, general norms for foreign exchange, external trade, the 
national debt and tariffs, authority to negotiate contracts and loans, establishment of 
revenues, and expenses of administering the Central Bank must have executive-branch 
origin (Mainwaring and Shugart, 1997). 
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objective the strengthening of the institutions that give life to the democratic and 

representative system of the country; other ideas that dominate it are the promotion of the 

province, the stimulation of local democratic practices and the opening of new areas for 

citizen participation... It is a goal to create a new space for the participation of the citizen 

and set the base for a greater efficiency and stability in local administration" (author's 

translation, exposition of motives Legislative Act 1 of 1986). It was believed that this 

increased participation would ultimately enhance the democratic nature of the political 

system and help to make democracy more participative. 

Later legislation clarified and amplified this Legislative Act regulating the 

election of mayors, their qualiflcations, etc.^ Law 78 of 1986,"which partially develops 

Legislative Act 1 of 1986 regarding the popular election of mayors and deals with other 

issues," specified the qualifications for being a mayor; made mayoral elections 

concurrent with those for the municipal council, creating a two-year term; and established 

residency requirements. It also spelled out conditions and reasons for removing a mayor 

from office. The above law and legislative act were further modified in 1987 with Law 49 

of 1987, "which modifies and adds to Law 78, deals with other issues and gives to the 

president of the Republic some extraordinary faculties." This law prohibited individuals 

from holding two offices at the same time. It was a relatively common practice for 

congressional deputies to win election to both the department assembly and the national 

congress. In these cases, the deputy would frequently keep his national position and 

resign the state position. The second place finisher on his list, not the over-all second 

place vote-getter, would replace him in the state assembly.' It was hoped that eliminating 

^ It should be noted that constitutional amendments in Colombia are referred to as Actos 
Legislativos (Legislative Acts) whereas ordinary laws are simply Leyes. 
' Colombian deputies are elected from closed lists. While each party may run more than 
one list, votes are pooled at the level of the list, not at the level of the party. 
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this duplicity would improve the quality and responsiveness of candidates for local 

offices, as voters would be able to better identify who would represent them. 

In addition to making elected subnational officials more responsive to the public, 

another goal of the law was to increase citizen participation and to develop the 

mechanisms for popular consultations, which had been created with Legislative Act I of 

1986. Law 42 of 1989 "develops article 6 of Legislative Act 1 of 1986 regarding popular 

consultations." This law creates a mechanism for community participation and gives the 

residents of a community a chance to express their opinions about public works. This law 

lays out the provisions for how these committees should function. As will be discussed in 

greater detail in the next section, national policymakers in Colombia were preoccupied 

with helping to resolve citizen demands for better government and public services, 

demands that were growing and would reach a deafening crescendo in 1990. 

While the legislature was busy during the late 1980s creating elected subnational 

executives and developing the position more fully, they were also laying the groundwork 

for the transfer of substantial services in the second half of the 1980s. One aspect of this 

was a conscious effort on the part of the national government to improve the quality of 

public administration at the subnational level. In the case of the departments, this was 

done though Law 3 of 1986, "which creates norms regarding departmental administration 

and other matters." This law spelled out the functions that departments are expected to 

perform. In the Exposition of Motives accompanying this bill, the author. Minister of 

Government Jaime Castro, argued that the goal was to give the departments greater 

administrative and fiscal autonomy, improve administration, and fight corruption. 

The efficiency of decentralization does not depend exclusively on the 
assignment of functions and resources. There is much truth in cautioning 
that success can stop here; it is in good part conditioned on the 
institutionalization of the mechanism that permits agility in the exercise of 
the attributed functions and the management of the available resources. 
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because it is evident that the presence of limitless requirements and 
unnecessary controls obstructs the margin of autonomy necessary for the 
rapid and efficient attainment of service provision and the execution of 
public works (Exposition of Motives, Law 3 of 1986, author's translation). 

The municipal companion to this is Law 11 of 1986. This law "dictated the basic 

statute on Municipal Administration and organized the participation of the conrununity in 

the management of local matters." According to the bill's ponente, ® Senator Heman 

Echeverri Coronado, "This bill seeks the improved provision of local services with the 

participation of the community to amplify and fortify the democratic system in the 

municipal environment" (Exposition of Motives, Law 11 of 1986, author's translation). 

Similar to the municipal code in other countries, this law was intended to create an 

administrative and fiscal statute to make it possible for the municipalities to carry out the 

functions that had been assigned to them. The municipality had been made responsible 

for promoting development, improving the cultural life of the inhabitants, and assuring 

the effective participation of the community in managing public works. One way this 

would be accomplished was through deflning the different offices within the municipality 

and spelling out the function of each. This would make it easier for citizens to identify 

the office that would be able to respond to their needs, plus it would help to ensure (at 

least in theory) better municipal administration by organizing all municipalities in the 

same efficient manner. 

The re-organization of subnational governments was a necessary first step in the 

process of decentralization. It reflects a growing concern on the part of the national 

government with establishing municipal governments that are capable of fulfilling the 

demands that would eventually be placed upon them. While the departments were 

^ In Colombia the ponente is different from the author of a bill. Each bill is assigned a 
ponente who is charged with writing a report to present to the chamber during the 
discussion of the bill. The ponente is not automatically charged with being a defender of 
the bill and may even oppose it. 
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strengthened, it was especially important that the municipal governments be better able to 

deal with the service responsibilities that would be entrusted to them. That would soon 

take place, as by 1990 responsibility for both health care and education were transferred 

to the municipalities. 

Law 24 of 1988, "which restructures the national Ministry of Education and deals 

with other issues." transferred responsibility for basic education to the departments as 

part of a nationwide reorganization of the Ministry of Education. This law gave the 

governors (at that time presidential appointees) the power to hire/fire education 

personnel, and gave them discretion over some additional funds. Education was further 

decentralized a year later with Law 29 of 1989, "which partially modifies law 24 of 1988 

and dictates other matters." Under this new law the ability to name, move, and transfer 

education personnel was passed to the alcalde. However, the governor remains able to 

assume these functions when the municipality cannot. As we will see in the case of health 

care, the municipalities were given a direct role to administer, run, and provide this 

public good. The departments were to play a supervisory role. What this implied is that 

whenever there was shortfall in providing for a given service, it would be the fault of the 

municipality, not the department. The departments were to facilitate cooperation were 

possible, but they were not directly entrusted with the need to carry out these programs. ' 

Law 10 of 1990, "which reorganized the national system of health and established 

other provisions," sp>elled out the municipal role in health care and the organization of the 

system. According to its authors, this law was to try to adjust the institution to the reality 

of decentralization, as it existed in the country. Since education had recently been 

decentralized, it was believed that health care could be as well. In the exposition of 

Gregorio Elijach Pacheco, General Secretary for the Senate Committee of Territorial 
Organization and Decentralization, interview by author on July 1, 1999. 
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motives, authors Eduardo Diaz Uribe (Minister of Health), Fernando Alarcon Matilla 

(Minister of Treasury), and Maria Teresa Forero de Saade (Minister of Work and Social 

Security) argue that decentralization will help give people greater access to health care. 

They cite figures saying 57.2 of 100 people seeking care are not seen. They argue that 

decentralization will increase the availability of local clinics thereby improving public 

health. 

These two pieces of legislation completed the groundwork for establishing 

municipalities with substantial tax bases and service responsibilities. In 1980 the 

municipalities in Colombia had few tax powers and fewer responsibilities. Politically and 

administratively, they remained tied to the national government. However, this began to 

change quite rapidly at the end of the 1980s as each municipality gained an elected mayor 

who became a real spokesperson for tlie area and its needs. They also gained 

responsibility for some important services; health care and education. Thus, by the end of 

the 1980s the stage was set for the "municipalization" of the country and stronger, more 

responsible municipalities. 

The 1990s: Constitutional Reform 

While the 1980s can be characterized by the rapid decentralization of services and 

powers to the municipal level, decentralization in the 1990s is marked by the constituent 

assembly and increased power at both the municipal and departmental levels. There had 

been consistent and repeated calls for a constituent assembly to rewrite the constitution. 

Attempts before 1990 were blocked by a congress that opposed reform and by the 

Supreme Court's declarations that presidentially called referendums were 

unconsdtutional. However, in 1991 President Gaviria Trujillo, like his predecessors, 

called for a constituent assembly by decree, and perhaps because the sense of crisis was 
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so evident the Supreme Court did not declare it unconstitutional. The constitution drafted 

by this group resulted in several major changes to the Colombian political landscap)e. 

Among these changes was a reorganization and clarification of the distinctive and 

separate roles that each level of government would play. 

Under the new (current) constitution the national government is responsible for 

planning the global development of the economy, guaranteeing access to education and 

health care, defining general policies regarding the administration of public services, 

investing in public works of a national character, co-financing regional and local projects, 

assisting the territorial entities, and defining macroeconomic and sectoral policies. The 

departmental governments are responsible for planning departmental development, 

coordinating health care and education services, supporting the municipalities in 

providing domestic public services in accordance with the principles of concurrence and 

solidarity, investing in departmental public works, coordinating and administering the 

system of co-financing, presenting and executing projects, and advising the 

municipalities. Finally, the municipal governments were given responsibility for planning 

municipal development, providing education and health care services, directly providing 

domestic public services, investing in local public works (both designing and executing 

projects), and promoting greater citizen participation. It also increased the "municipalist" 

character of the state by elevating the municipality to a fundamental entity in the 

political-administrative division of the state, as a base to organize the state "de abajo 

hacia arriba" (from ^e ground up). 

This new conception of the state meant that the municipality was to be 

responsible for the bulk of direct contact with citizens. It would be responsible for 

carrying out a significant number of functions and programs, while progressively higher 

levels of government would be responsible for planning and coordinating policies. This 
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reorganization of the state "from the ground up" gave a reinvigorated force to 

decentralization and fortified the role of the municipalities significantly. Over the next 

few years the municipalities became responsible for progressively more functions. (For 

an extended discussion of municipal functions in Colombia see Henao Hidron 1998 or 

Gaitan Pavfa and Moreno Ospina 1994.) 

The 1991 constitution also represented a further advance in political 

decentralization. One of the biggest innovations of the constitution was the conversion of 

the presidentially appointed governor into a popularly elected figure. An elected 

executive is consistent with the greater role that departments were expected to play in 

running the country. Additionally, the elected governor was expected to be more 

responsive to citizen's demands, an important consideration given the conditions 

surrounding the calling of the constituent assembly. 

The 1991 constitution was a major advance in terms of fiscal decentralization as 

well. According to article 357 of the constitution, subnational governments (both 

departmental and now municipal) would receive a fixed percentage of all current national 

income; this is known as the situado constitucional (constitutional allocation).The 

situado is distributed according to the following formula: 40% is "basic participation" 

(equal division among all), 3.9% is special participation, 1.3% is indigenous defense, and 

54.8% is formulaic (largely to eliminate poverty)." The situado constitucional is one of 

The constitution created these transfers but left it to subsequent legislatures to specify 
the amount. The [percentage they were to receive was spelled out in Law 60 of 1993. 
'' The category of basic participation is an equal distribution among all municipalities. 
Most of the special participation is destined for municipalities with populations less than 
50.(X)0. The formulaic part is intended to provide additional resources to poorer areas. It 
is distributed based on the following formula: poor population as a proportion of the total 
population (40%); relative level of poverty equivalent to the percentage with unsatisfied 
basic needs (20%); total population of municipalities (22%); fiscal effort (6%); 
administrative efficiency (6%); progress in quality of life (6%) (DNP 1998). 
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the principal financing mechanisms for subnational governments in Colombia. Many 

subnational governments have chosen to depend heavily upon income from the situado, 

despite having the option to raise their own taxes. Municipal dependence upon the 

situado varies significantly. This is especially true in the smaller municipalities where the 

situado accounts for almost half of total income. Larger municipalities (those with a 

population over 500,000) are less dependent upon transfers, receiving on average 24% of 

income from transfers. (See Table 5.1 for details.) 

Table 5.1: Municipal Dependence upon Transfers from the National 
Government, 1997 

Municipal Percentage of Income Non-Tax Transfer based on Other 
Population municipalities from Income situado income 

in this Taxes constitucional 
category 

Less than 12% 5.2% 3.8% 48.3% 42.8% 
5,000 
5.001 to 54% 7.2% 13.2% 42.4% 37.1% 
20.000 
20.001 to 23% 12.5% 6.2% 43.5% 37.8% 
50,000 
50,001 to 6% 19.1% 7.4% 33.1% 40.4% 
100,000 
100,001 to 4% 27.3% 8.8% 26.4% 37.4% 
500,000 
Greater than >1% 39.8% 13.5% 23.7% 23.1% 
500,000 
' This category includes co-financing, internal/external debt, and miscellaneous income. 
Source: Adapted from Table 28, DNP (1998). 

Many municipalities could break this apparent dependence upon the central 

government if they chose. Both municipalities and states have a wide variety of taxes that 

they can administer, which are listed in Table 5.2. The efforts to give municipalities some 

independent fiscal base predates both the establishment of the situado and political 
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decentralization. For instance, in 1990 the congress passed Law 44 of 1990, "which 

dictates norms regarding property evaluation and taxes on property and dictates other 

issues of a tributary nature." This law established the property tax as a deflnite municipal 

tax by expanding the municipality's authority to regulate property taxes and to establish 

the value of a given property. The author of the bill, the minister of Public Credit, Luis 

Fernando Alarcon Mantilla, noted that this bill was "a way to strengthen administrative 

decentralization and equalize the tax responsibilities" (exposition of motives. Law 44 of 

1990, author's translation). 

Table 5.2: Tax Responsibilities by Level of Government in Colombia 
National Government Departmental Government Municipal Govermnent 
Foreign Trade Beer and Liquor Taxes Business and Commerce 
Individual and Corporate Income Tobacco Tax Tax 

Tax Property Tax 
Value Added Tax (VAT) Vehicle Registration Tax 
Motor Fuel Tax 

Source: Adapted from Correa and Steiner (1994) 

Thus, there are significant taxes that could be collected by the municipalities 

which in many cases would help to put them on better, solid economic footing. 

Municipalities are in a more dynamic position and have a better fiscal base than do the 

departments because they are responsible for administering the property tax. Dr. Norman 

Julio Munoz, in the Department of Planning argued that while the municipalities have tax 

options, the departments are not in nearly as favorable a position. The departments are in 

a state of fiscal crisis because they have fewer tax options and the ones they do have are 

vice taxes (cigarettes and alcohol), the revenue from which has declined due to the 

national economic downturn. But while the municipalities have better tax options, the 

willingness of governments to actually impose these taxes has varied greatly. Dr. Munoz 
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commented that there are several reasons why municipalities might not engage in good 

lax collection practices. These include the poverty of the population, the municipality's 

location in an area where the guerillas will not permit tax collection, or public order is 

low, or where the economy is bad to the point of having almost no base. 

In response to the need for extra income and the failure to generate that income 

through taxes or receive it through transfers, many municipalities have simply borrowed 

the money. A further measure of the degree to which fiscal decentralization has advanced 

in Colombia is that municipalities have substantial independence in contracting debt. 

While this represents a high degree of fiscal autonomy, subnational debt in Colombia is a 

potentially serious problem. In an effort to preserve national macroeconomic balance, 

many countries have seriously restricted, if not prevented, subnational governments from 

contracting debt without explicit authorization from the national government.'^ Luis 

Lequizamon, a representative of the Ministry of the Treasury, noted that Colombian 

municipalities usually secure their debt with transfers, but the problem is that the loans 

are being used for both investment and current expenses including in some cases to pay 

salaries, which is generally regarded as an unsound fiscal practice. 

As Dillinger and Webb (1998) note, during until the 1980s municipalities were 

required to have the approval of the Ministry of Finance for all borrowing, making debt 

relatively uncommon. As restrictions began to lessen, however, subnational debt began to 

increase. They cite figures showing that subnational debt to the domestic banking system 

alone increased from 2.6% of GDP in 1991 to 4.6% in 1997. Additionally, many of the 

larger municipalities are also burdened by bond debt estimated at 5500 billion. 

Norman Julio Munoz, National Department of Planning - Special Administrative Unit 
for Territorial Decentralization, interview by author on July 17, 1999. 

While municipal indebtedness to finance capital expenditures is usually not regarded as 
fiscally dangerous, debt to finance current expenditures is (IDB 1997). 
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Subnalional debt reached such significant proportions that the national government felt 

compelled to engage in ad hoc bailouts of the large municipalities of Bogota and 

Medellin. The real problem is that many municipalities have borrowed beyond their 

capacity to repay, which could eventually wreak havoc ui>on the national fiscal balance. 

In summary, then, the 1991 constitutional reform significantly advanced both 

fiscal and political decentralization. On the political front, by far the most important 

reform was the establishment of executive elections at the departmental level. In fiscal 

terms, municipalities gained a share in the situado constitucional. Both departments and 

municipalities have substantial tax powers as well as the ability to contract significant 

debt. This implies that both levels of subnational government, but especially the 

municipal level, have substaniial autonomy from the national government to raise and 

lower municipal budgets to meet the demands placed upon them. 

Reform since 1991 

Decentralization did not stop with the 1991 constitution. Legislation since then 

has further strengthened the position of the municipalities. Among the most important 

post-1991 developments is Law 60 of 1993, "which dictates organic norms regarding the 

distribution of competencies in conformity with articles 151 and 228 of the constitution, 

distributes resources according to articles 356 and 357 of the constitution, and dictates 

other matters." This law was necessary because the constitution had left gaps regarding 

the status of the municipalities, which were expected to be filled by later legislation. 

While the general functions of the municipalities and departments were enumerated in the 

constitution, there was room for further specification. A secondary goal of this law was to 

further the transfer of services to the municipalities. According to the exposition of 

motives, "The functions of decentralization need to be those in which the territorial 
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entities have clear functional advantages.... In this sense, the process of decentralization 

will fortify the government's social policy, and after a p)eriod of transition should 

culminate in the municipalization of numerous basic services, especially in the areas of 

education and health care" (author's translation, exposition of motives. Law 60 of 1993). 

Thus, with this law the municipalities were made responsible for education (basic 

administration, fmancing investment in infrastructure, evaluations); health care (direct 

local health care), potable water, public housing, subsidies to the poor, promoting and 

strengthening private entities doing the above services, and promoting and participating 

in the development of land-and-cattle farms. The coordination function of the 

departments was made even clearer with this law, as departments were supposed to be 

concerned with administration (especially the plans for health care and education and 

coordinating municipal functions), registering health care institutions and defming 

jurisdiction, acting as an intermediary between the nation and the municipalities, and 

giving advice and technical assistance to municipalities. While the continued 

municipalization of services is imp>ortant, the most famous (or infamous) part of Law 60 

is the section that actually determines the percentage of the national budget that the 

departments and municipalities will receive under the situado constitucional, and in 

particular spells out how this money is to be spent. In 1994 23% was to be transferred; in 

1995, 23.5%; and in 1996, 24.5%. The law permitted these percentages to be revised 

every five years. Additionally, the law spelled out the way in which this money was to be 

spent. Departments must spend 60% on education, 20% on health ,and the remaining 

20% on either education or health care. Based on Law 60, the municipalities should 

spend 30% on education, 25% on health, 20% on water and sanitation, and 5% on culture 

and recreation, with the remaining 20% in their choice of the above categories. The 

national government specified these requirements and believes these restrictions are 
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necessary because they are giving the municipalities money to provide a particular 

service. If it gives them too much discretion, the national government risks being unable 

to guarantee basic levels of a particular public good.'** 

Around this time, the municipalities also took a more active role in investment 

and development planning. Law 53 of 1990, "which modifies certain articles in the 

Departmental and Municipal Code and Decrees 1222 and 1333 of 1986, Law 78 of 1986, 

and Decree 77 of 1987," made the municipalities responsible for creating an investment 

plan and presenting it to the municipal council. Responsibility in this area was further 

expanded in 1994 with Law 152, "which establishes the Organic Law of the 

Development Plan." This law established procedures and mechanisms for the elaboration, 

approval, execution, security ,and control of development plans and the norms guiding 

them. 

Current efforts within the Chamber and Senate committees on Territorial 

Organization and Decentralization have focused on writing a new organic law of 

territorial organization. This law is intended to help with the reorganization of the state 

and the distribution of competencies at various levels. It is surprising that this law has yet 

to be written, since the 1991 constitution mandated the need for the congress to write the 

organic law of territorial organization. Eight previous attempts to pass this law have been 

consistently rebuffed; half of them have been introduced by the executive, almost all of 

which have failed in commission and none of which was voted upon by the congress as a 

whole (internal documents from the Comissidn de Ordenamiento Territorial). During my 

stay in Colombia, the executive was organizing a committee to write this bill.'^ The fact 

This was the rationale offered me for the fixed percentages by Luis Lequizamon, 
interview by author. 

There is general agreement that because of the president's exclusive right of 
introduction this bill must originate in the executive, which is why the report and bill are 
to be presented directiy to the president. 
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that most major actors are being consulted during the writing of the bill does increase the 

likelihood of its passage, but it does not guarantee it.'^ 

In most respects the process of decentralization in Colombia has advanced 

relatively far. Most of the actors I interviewed in Colombia believed that the status of 

decentralization had become sufficiently entrenched that it was unlikely to be reversed. 

Relative to the other case studies of Venezuela and Costa Rica, decentralization is indeed 

very advanced. It has been a process that has largely taken a legal and constitutional 

form. 

Two other points regarding decentralization are important. First, as has been 

mentioned above, the process has been directed toward empowering the municipal level 

of government. The second is that decentralization in Colombia has been "a one-size-fits-

all" approach. Decentralizadon to the municipalides was preferred because "A 

decentralized system could come to be synonymous with democratic power, attenuated, 

shared, and consensual. Political decentralization inaugurated the process on the side of 

formal and representative democracy, developed spaces for real and direct democratic 

participation (Restrepo 1987, 112, author's translation). How does this come about? By 

"the localization of power in the institutional space closest to the cidzen. The 

municipality and local power' are synonymous with democratic power" (Restrepo 1990, 

9, author's translation). Moves to decentralize in Colombia came to be associated with 

democratization. 

However, there was a question as to whether the spirit of the law implied that the 

municipalities "had to" or simply "could" carry out the various decentralized functions. 

An undesirable effect of decentralization was a tendency to constantly give more 

The commission was supposed to complete its work and present the executive with a 
bill by September 30, 1999, which they would immediately introduce. 
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functions to the municipalities as a way to restructure all of the state intervention. The 

problem was that the laws assumed that all the municipalities were capable of assuming 

the responsibilities being transferred to them and had the resources to make this work. 

This was not always the case (Moncayo, 1991, p. 95). 

Not all municipalities in Colombia are equal; they do not all have the same 

capabilities and resources. The process of decentralization has ignored this diversity. 

Decentralization in Colombia has been extremely homogenous. When the national 

government has transferred a responsibility or competency it has done so uniformly, 

implying that different needs or capabilities do not matter. Also, by setting national 

standards for municipal organization and administration they have not left the 

municipalities much room to respond to the different needs of diverse populations. The 

one-size-fits-all model may not be appropriate, as municipalities range in size from the 15 

square kilometers of Sabaneta, Antioquia to the 42,178 square kilometers of Solano, 

Caqueta, and populations range from 97 residents in La Guadalupe, Guainia to 5,484,244 

residents in Santa Fe de Bogota (Division Politico de Colombia). 

The homogeneity of the process of decentralization—transferring the same 

competencies to all municipalities regardless of size - poses one of the biggest threats to 

the successful consolidation of decentralization in Colombia. "In effect, the 

municipalities with populations of less than 50,000 inhabitants presented the greatest 

fiscal necessity with an average of 55% and rising for the period from 1984-90, in 

comparison with an average necessity of 40% in the municipalities with population 

between 50,000 and 100,000 inhabitants and an average of 30% for the rest." (Garay, 

1994, p. 61) As Norman Julio Munoz in the National Department of Planning (DNP) told 

me, perhaps 45 cities—the largest ones—have the fiscal capacity to administer programs 
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and collect taxes. While about 75% of the total population lives in these municipalities, 

they are a small percentage of the over 1,600 municipalities in the country.'^ 

Decentralization in Colombia began in the late 1960s with a constitutional reform. 

The process advanced slowly in the 1970s and early 80s. However, by the end of the 

1980s Colombia was a highly decentralized country and continued to decentralize 

through the 1990s. The level of political decentralization is relatively high as both mayors 

and governors are elected. Likewise, the level of fiscal decentralization is high, especially 

in the municipalities, as they receive substantial transfers, have significant taxable bases, 

and have the authority to contract debt. In fiscal matters, the departments have a bit less 

authority, as there are fewer taxes they can levy. Still, the overall level of decentralization 

is quite high. Having explored the process by which Colombia came to have this level of 

decentralization it is now possible to turn to the role the different actors have played in 

the process. 

Muiioz, interview by author. This problem is exaggerated by the fact that the 
government persists in creating new municipalities that are small and lack sustainable tax 
bases. 
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The Major Actors 

The previous section traced the process by which decentralization in Colombia 

has come about. In this section, I consider the role that different actors, their preferences, 

and their strengths have played in this process. I first discuss the proponents of 

decentralization and then consider the actors opposed to it. The chapter concludes with 

some consideration of how the relative strengths of these different actors explain the level 

of decentralization in Colombia. (The main actors are summarized in Table 5.3.) 

Table S3: The Supporters and Opponents of Decentralization 
Proponents of 

Decentralization 
Opponents of 

Decentralization 

Government 
National 

Presidents 
Ministries 

Congress 

Government 
Some Congressmen 

Local Mayors and Governors 
FCM 

Non- National Students 
Govemment Guerilla Groups 

Local Public Protests 

Context 

Before discussing the actors, however, it is important to consider the context in 

which they are pushing for or opposing decentralization. Most of the independent 

variables considered in the statistical analysis describe the national situation. While the 

focus in this discussion is primarily on the role that individual actors play, we cannot 

forget the fact that the situation in which they find themselves will determine the options 

available to them and may even condition their preferences. Moreover, the institutional 

context in which these games are played also helps to explain why one actor's preferences 

may come to dominate, even if the majority prefers a different outcome. The important 
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variables that help to shape actors' preferences and options are federalism, legitimacy, 

presidential power, and economic conditions. Each of these is discussed in turn. 

The uniform nature of transfers discussed above is quite likely a characteristic of 

the unitary political system. Moreover, the formulaic nature of the transfers and how 

municipalities are supposed to spend their money reflects a concern with the national 

situation rather than with the uniqueness of each municipality. Thus, their actual 

decision-making jurisdiction is lower than it would be if they had complete autonomy 

over how to spend the money and could decide to invest it all in health care or all in 

education depending upon local needs. This relative homogeneity in the nature of the 

process is more characteristic of unitary republics than of federal states. By 

decentralizing in this way the national government is able to transfer responsibility and 

gain some of the efficiency advantages of decentralization. However, they are not forced 

to surrender final control over these programs, as they might be forced to do in a federal 

setting. This is one of the grounds on which decentralization in Colombia has been 

criticized. Maria Isabel Patiiio, part of the leadership of the Banco de la Republica (Batik 

of the Republic, the Central Bank), argued that what Colombia really needed was to 

move to a federal republic. Decentralization "does not appear to me to be an adequate 

path. With a federal state each region would have more space to be the protagonist, to 

surpass their difficulties without the unjust obligation to carry the weight of the rest. I 

think of Choco, for example, one of the richest departments in biodiversity but one of the 

poorest in basic services. I imagine a group of citizens defining their policies in 

agreement with their problems but also with their riches, which are distinct from, for 

example, Cundinamarca. I imagine that each region is responsible for their actions, for 

their performance and their ailments" (£/ Tiempo, 6 July 1999, 8B, author's translation). 
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In addition to the ongoing, underlying centralization and federalism debate in 

Colombia, a more dominant concern is declining support for government and decreasing 

legitimacy. Turnout in presidential elections declined substantially from 53% in 1970 to 

44% in 1993. a decrease of 17%. A series of civil strikes in the mid-SOs were 

instrumental in drawing attention to poor public services. These civil strikes were 

impressive because normal, ordinary people were spontaneously demonstrating. These 

are different from strikes by workers or farmers (Oijuela 1992). In the case of strikes by 

fanners or workers, the strikes were usually planned, organized, and directed by union 

leaders. In contrast, the civil strikes had little advance planning or warning. Instead, they 

had a far more spontaneous character as ordinary people took to the street without clear 

organization. 

The national government was very aware of its low legitimacy. During the 1990 

presidential election many people participated in the non-official, student-sponsored 

referendum and put slips of paper advocating a constituent assembly into their ballot 

envelopes. The Supreme Court's decision not to block President Gaviria Trujillo's 

subsequent decision to call a constituent assembly probably reflects the sense of growing 

crisis in the country. It was troubling because it showed a growing distrust of institutions, 

not just individuals. The government was under serious pressure to do something to 

appear responsive to the citizens. 

The strikes made the process about democratization—this made it hard for people 

to oppose it without looking bad. As was noted above, it also explains why 

decentralization in Colombia has been focused primarily at the local level. The first 

subnational elections took place at the local, not the regional, level and most 

responsibilities and functions have been transferred to the municipalities. The emphasis 

on "democratizing" the process encouraged the national government to vest power in the 
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lower level of government in an effort to get in touch with citizens. It was also perhaps an 

effort to respond to the most dramatic and most pressing need, which was the demand for 

increased goods and services. Thus the need to appear responsive to the citizens played a 

big role in at the very least .conditioning the language the proponents of decentralization 

used in pushing for the process. Many realized they were dealing with an environment in 

which citizens were becoming increasingly alienated and that they needed to respond to 

the growing sense of crisis. Deputy Alberto Rojas Puyo (author of Law 78 of 1986) 

noted, "Local democracy is only possible if you have administrative decentralization and 

political participation. Decentralization is a political question and implies the 

redistribution of power" (author's translation. Exposition of Motives, Law 78 of 1986). 

The Colombian president is an actor powerful enough to dominate the rest of the 

system and impose his preferences. Archer and Shugart (1997) characterize the 

Colombian president as "potentially dominant." meaning he has a substantial quantity of 

constitutional powers. The president has the exclusive right to introduce legislation in a 

variety of significant and important areas, allowing him to keep issues that he does not 

want on the agenda off it. In addition, when the congress does pass undesirable 

legislation, he is able to veto that legislation forcing both chambers of congress to muster 

a two-thirds majority to override it. Finally, the president can be delegated decree 

authority by the congress and has substantial powers to declare a state of emergency or 

"internal commotion" and during that period to issue decrees with the force of law. This 

combination of constitutional powers means that Colombian presidents are powerful 

actors and their preferences will undoubtedly affect the outcome. 

Finally, economic conditions have helped to shape the context in which actors in 

Colombia have made their decisions. One issue that is worth noting is that Colombia did 
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not experience economic problems nearly as grave as the rest of Latin America.'® Thus, 

the process of structural adjustment did not need to be as drastic as elsewhere, nor did it 

leave as lasting an impact upon the country.'' However, the calls for the constituent 

assembly and the intensification of the strikes and protest did come at a time when 

intemationai fmancial institutions such as the IMF and the World Bank were pressuring 

Colombia to undertake more extensive structural adjustment reform."'' As in Venezuela, it 

is defmitely possible that the structural adjustment reforms contributed to increased 

popular protests. However, for most Colombians the recent economic crisis has played a 

far bigger role in terms of significantly increasing the influence of the IMF and the World 

Bank in forcing the government to adopt and carry out policies of structural adjustment. 

Furthermore, fiscal austerity has limited the extent of fiscal decentralization. One area in 

which this is noticeable has been in ending the use of the co-financing mechanism for 

public works and other projects. Previously, municipal investment projects could be 

funded in part by the national government. Co-financing has been eliminated because the 

national government felt it was used to fund pork-barrel projects and because of the fiscal 

crisis of the state."' Consequently, economic conditions are a powerful background for 

discussions of decentralization. Having examined the set of factors providing the context 

in which decentralization occurs, it is now possible to move to a consideration of the 

major proponents and opponents of decentralization. 

Unlike some other countries, GDP growth was generally positive with only four years 
of zero growth between 1983 and 1995. 

This would be consistent with Prospect Theory, which would argue that it is only when 
people see the situation as being really bad that they embrace change (Weyland 1996). 

Oijuela, interview by author. 
"' Normal Julio Munoz, interview by author. 
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The Proponents of Decentralization 

This section discusses the actors who have supported decentralization. It is 

organized along two dimensions: the location of the actors and whether or not they are a 

part of the government. Since they have been the most powerful figures, I begin by 

discussing national-level actors and consider first those who are affiliated with the 

government and then turn to those who are not. Then I move to the local level and 

consider government and non-govemment actors there. 

NATIONAL GOVERNMENT 

By far the strongest actors in the process of decentralization have been those at 

the national level. In the government these include the president and executive ministries 

and the congress. "In truth, it was given as a gradual process of deconcentration - fiscal 

and administrative decentralization in successive steps—of an incrementalist type—in the 

direction of above to below" (Blanquer 1991, p. 71, author's translation). In general, it has 

been the executive branch that has done the most to further decentralization. 

Individual presidents have generally been supportive of decentralization. Both 

presidents Lopez (1964-68) and Betancourt (78-82) worked to advance the cause. In 1964 

Lopez attempted to reform the constitution and redistribute power vertically within the 

state by allowing subnational elections. However, this was blocked when the Supreme 

Court said only the congress had the power to modify the structure of the state. One irony 

of the process is that while Betancourt, who also pushed decentralization through similar 

reforms, was a member of the Partido Conservador (Conservative Party), his party has in 

general had an anti-decentralization bent. In particular, it had been a long-time opponent 

of the popular election of alcaldes. 

Colombian presidents have made extensive use of decree power in order to 

manage the process of decentralization, as is evident from comparing Appendix B with 
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Appendix C. Since 1990 far more presidential decrees than laws have affected 

decentralization. While the majority of the presidential decrees have been of a regulatory 

nature, affecting the implementation and functioning of a particular law that has already 

been passed, this still gives the executive a great deal of latitude in implementing and 

interpreting decentralizing legislation. Additionally, it is important to recall that of the 

legislation that was passed by the congress, about two-thirds of it was initiated by the 

executive branch. 

The executive branch has heavily controlled decentralization in Colombia, which 

has in general meant that they were able to control the form and the pace of reform. The 

major code that regiments the functioning of the municipal administration—Regimen 

Municipal—has been repeatedly modified by presidential decree, not by law. In some 

cases important steps in promoting decenu^ization have come as result of executive 

initiatives. These include Decree 2496 of 1990 (23 October 1990) which created a 

committee—Mission for Decentralization and Finances in the Territorial Entities—with 

the following objectives: 1) formulate principles to assure fiscal autonomy in the 

territorial entities and harmonize fmance among different administrative levels; 2) define 

the basic structure of responsibilities in the territorial entities and propose mechanisms to 

harmonize the shared ones; and 3) promote the establishment of financing instruments in 

the territories to strengthen their financing capacity. Presidential control over the process 

means that while presidents are engaged in sharing power, they are able to control the 

pace of change, which makes it a less risky proposition. 

Moreover, presidential control over the process has not meant that presidents have 

always acted to surrender power. Decree 1811 of 1992, "which dictates norms to make 

effective the orders issued by the President of the Republic in the realm of public order," 

is an example of cases where presidents have acted to preserve national supremacy. 
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While the text of this decree makes it very clear that it is being issued because of the 

ongoing guerilla activity in the country, it nonetheless dictates that when the president 

suspends rules or guarantees the governors, are required to comply with the decree. 

Additionally, most offices within the executive branch have been very supportive 

of the process of decentralization. The representatives I met with within the DNP and 

Ministry of Public Credit were both involved in programs that would give further 

responsibility to the subnational governments and offered generally positive evaluations 

of the process. The National Planning Department (Departamento Nacional de 

Planeacidn, DNP) is charged with coordinating development policies throughout the 

nation. One function of the DNP is to work with the relevant ministries to design national 

and sectoral policies and then to evaluate compliance with them.^" There has been a 

concern with trying to increase and achieve greater efficiency through decentralization. 

The executive has at least bsen cognizant of this search for efficiency in deciding to 

decentralize, and within the Ministry of Public Credit {Hacienda) there is a sense that this 

has acted to improve the quality of the public goods that citizens receive.^ 

Any hesitation or caution associated with decentralization has usually been over 

specifics, not the general idea. Dr. Chamorro in the DNP told me that what is needed is a 

redefinition of the state, because the national government has not realized all the goals of 

decentralization and there have been limits placed on this by the severe economic crisis. 

While many tasks get transferred to subnational governments, these governments do not 

always have the resources to carry them out. The homogeneous nature of the transfer 

process is difficult because it especially penalizes the smaller municipalities, which must 

create with difficulty, many different offices and sub-branches. 

Luz Elena Chamorro, National Department of Planning (DNP), interview by author, 
July 13, 1999. 

Luis Lequizamon, interview by author 
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While some members of congress have been among the most vocal or visible 

opponents of decentralization, others have acted to support it. According to Roberto 

Osorio. General Secretary of the Chamber of Deputies Committee on Territorial 

Organization and Decentralization, the deputies who have been most active in pushing 

decentralization have been from the Atlantic and the Pacific Coasts. Decentralization has 

been blocked by those deputies within congress who want to keep the money for the 

center and not give it to the outlying regions of the country.""* Enrique Flores, Asesor 

(Deputy/Advisor) in the office of Senator Jose Matias Ortiz Sarmiento (Movimiento 

Ciudadano), commented that this clientelistic behavior would only stop when politics 

ceases to be a good business.^ He means that until the clientelistic approach to politics 

no longer works politicians will pursue it. The reason outlying departments might be less 

interested in maintaining the current system-is that under the present scheme their lower 

populations translate into fewer economic resources. The general explanation I was given 

is that they believe decentralization will allow them to wrest increased resources from the 

center, thus shifting the balance of resources in their favor. Beyond this general 

characterization of deputies from the center as against decentralization and those from the 

Atlantic and Pacific as supporting it, none of the actors I interviewed chose to identify 

specific people as opponents of decentralization. Instead, "the opponents" remain a 

vague, yet clearly influential, group. 

•>4 
Roberto Osorio, General Secretary, Chamber of Deputies Committee on Territorial 

Organization and Decentralization, interview by author, July 13, 1999. 
Enrique Flores, Asesor in the office of Senator Jose Matias Ortiz Sarmiento from 

Movimiento Ciudadano (Citizen Movement), interview by author, July 22, 1999. 
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NATIONAL NON-GOVERNMENT 

At the national level three non-government groups can be identified that have 

helped to bring about decentralization. They include the organized student protests 

around the 1990 election, the Federacion Colombiana de Municipios (FCM, Colombian 

Federation of Municipalities), and the guerilla movements. The students' protests were 

important as they eventually led the government to call the 1991 constituent assembly, 

which rewrote the constitution. In this way they directly helped to bring about 

decentralization. However, the students were also indirectly responsible for 

decentralizing. Their protests and their efforts helped to keep the actions of the 

govemment center-stage and in some ways helped to galvanize the popular protests that 

followed. (I do not wish to imply that the students led the strikes protesting poor public 

services. That would be illogical, since those strikes came before the students' 

referendum.) 

As decentralization has taken root in the country, particularly with the (xtpular 

election of mayors and governors, there has been a greater push to create organizations 

intended to support these officials at the national level. One such organization is the 

Federacion Colombiana de Municipios (FCM, Colombian Federation of Municipalities). 

It was formed in 1988 following the first popular election of mayors, to act as a support 

group for the mayors. It was created freely by the mayors and is accountable to them, not 

to the national govemment. 

The Colombian Federation of Municipalities represents the collective 
interests of the municipalities, leads and sup|x>rts the development of 
municipal management, defending their autonomy, and promotes the 
deepening of decentralization. To achieve this we act as a spokesperson 
before public and private, national and international institutions and 
generate and drive policies and strategies (FCM Statutes, author's 
translation). 
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While it does act as a national lobbying organization, its functions extend beyond just 

asking the national government for support to also acting as a go-between between the 

ministries and the municipalities. Among the services it provides are collecting all 

municipal requests for funding and then presenting them as a bill to the appropriate 

ministry or a congressmen. The idea is to go with a solution, not a complaint. Second, in 

cases where municipalities have been getting a poor distribution of resources, the FCM 

will take the case to the appropriate ministry and offer to do a joint study on this issue as 

a way of addressing the problem. If this fails, it will ask the municipality to give it a 

power of attorney and then file suit against the ministry and the national government. 

Finally, the FCM acts as a go-between in providing contacts directly between mayors and 

national government officials. Consequently, while it did not exist before 

decentralization began, the FCM definitely formed in response to decentralization. 

Additionally, its present role furthers the process of decentralization by trying to ensure 

that fiscal decentralization is commensurate with political decentralization. Its actions can 

therefore enhance and deep>en decentralization, which makes it a strong promoter of 

decentralization. 

The final national, non-govemmental group that has worked to advance 

decentralization is the guerilla movements. The process of decentralization in Colombia 

has been tied to the decision by the M-19 guerilla movement to demobilize and form a 

political front. The demobilization of M-19 spawned new guerilla movements, such as 

the FARC and the ELN, which felt the fundamental reasons for their rebellion had never 

been addressed. However, their incorporation into the political space also indicated that 

This means that it is not set up to provide training and other services that might 
increase technical capacity. It also means that the FCM does not have a budget to provide 
municipal grants or to fund projects. Ismanda Luisa Gonzalez, interview by author, July 
2, 1999. 
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there was some electoral support for these movements. During the first election of 

mayors, the FARC {Fuerzas Armadas Revolucionarias de Colombia, Revolutionary 

Armed Forces of Colombia) actually formed the Union Patriotica (Patriotic Union) and 

ran candidates."^ 

More directly, the guerilla movements have advanced decentralization through 

their direct control of territory. This control enables them to influence the selection of 

mayors and governors and the behavior of these officials once they are in office. Among 

the demands the guerillas have made is for an autonomous section of the country. The 

creation of this region would represent the ultimate in decentralization. While this is 

unlikely, it does encourage the government to move toward adopting the territorial 

organization law so that this demand can be removed from the bargaining table in 

negotiations between the government and the guerillas.^® 

LOCAL GOVERNMENT 

While non-government actors have been more active at the local level, the role of 

local government actors should not be ignored. To a certain extent, elected mayors and 

governors have pushed for decentralization by demanding increased resources. In 

particular, the action of the mayors in forming the FCM is a commendable step in seeking 

to present a united front to the national government. In this way they can hope to make a 

much stronger case than they would as 1,600 distinct municipalities. Moreover, the 

municipalities are very conscious of the demands that decentralization places upon them. 

The long-term influence of this event and these leader is unclear as many of them were 
later assassinated, presumably by right-wing paramilitary squads. This may have caused 
other would be UP candidates to take up arms instead of mnning for office. 

Gregorio Pacheco, interview by author. Enrique Rores also echoed this same 
sentiment, that the guerillas are friends of decentralization and that conducting a 
territorial reorganization is tied to the peace process. 
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With tiiat in mind they have been working, through the FCM, to change the restrictive 

conditions on how they can spend the situado constitucional associated with Law 60 of 

1993. The FCM is currendy lobbying congress to amend Law 60 so that the municipality 

can determine the area of greatest need and allocate funds in that direction. Finally, the 

extent to which mayors and governors do a good job in carrying out their functions will 

help advance decentralizauon. By increasing cidzen confidence and bolstering 

legitimacy, they push their opponents into an increasingly untenable position and inspire 

further decentralizauon. 

LOCAL NON-GOVERNMENTAL 

At the local-non-govemmental level, the civil strikes had a pronounced effect 

upon decentralization in Colombia. They served as a powerful wake-up call to the 

national government indicating that there was a growing distrust of the government and 

increasing frustration with problems such as frequent power and water outages in major 

urban areas. While the civil strikes (paros civiles) did not result in any long-term 

institutional organization, as we will see in the case of Venezuela, they were useful in 

identifying future leaders. 

The visibility some activist received ensured their later election as mayors and 

governors. This is especially true in the departments of Antioquia and Narino, where very 

non-traditional politicians or "outsiders" were elected (Hernandez 1999). For instance, 

Mosca was elected mayor of the capital city of Bogota. He had been a controversial 

rector of the National University prior to running for mayor. He ran on a program of 

citizen participation instead of renovation. He used unusual strategies (such as "mooning" 

students at an assembly to get their attention). His goal was to raise popular 
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consciousness."^ It was only in the second electoral cycle that these outsider mayors were 

replaced by more traditional politicians, as the parties learned to select "better" candidates 

(see table 5.4.). However, citizens were still not entirely satisfied with local leaders, as in 

1990 between one quarter and one-third of municipalities voted for mayors from parties 

other than the ones they had voted for in the two previous years and 37% picked someone 

from a different party than they had the year before (Gaitan Pavi'a and Moreno Ospina 

1994).^° 

Having examined the different supporters of decentralization, it is now possible to 

turn to a description of those who have opposed it. 

Table 5.4; Percentage of Mayoralties Held by all political parties, 1988 -1997 
1988 1990 1992 1994 1997 

Partido Liberal 44.1 52.4 38.9 47.9 44.7 
(Liberal Party) 
Conservador Colombiano 40.9 36.1 26.2 34.6 27.9 
(Conservative Party) 
Other Conservative movements 0 0.7 2.4 2.9 5.9 
UP - Union Patriotica 1.6 1.1 1.2 1.1 0.5 
(Patriotic Union) 
M-19 0 0 0.1 0.3 0.2 
(Demobilized Guerilla Movement) 
All other parties, movements or coalitions 13.5 9.7 31.2 13.2 20.5 

Note: This table was adapted from Table 14 of Ladron de Guevara and Corredor (1998). 

The Opponents of Decentralization 

Unlike the proponents of decentralization, all the opponents who could be 

identified are concentrated at the national level. In some ways this is not surprising, as it 

would be highly unlikely that local governments or actors would fight to cut off their own 

Luis Javier Orjuela, interview by author, July 15, 1999. 
The low party re-election rate is especially telling since in Colombia not just the party 

but the individual can be re-elected. 
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revenue sources. Similarly, it should not be surprising that there are no non-govemment 

actors. As this section demonstrates, the opponents of decentralization have been those 

who stood to lose the most from the changes decentralization would bring. What this has 

meant is that the congress has been the biggest opponent. Decentralization could cost 

congressmen power, privilege, and especially influence as subnational governments gain 

greater independence and autonomy. 

The congress does not want to share power because powerful subnational 

governments could threaten clientelistic interests. The Colombian political system is one 

with high incentives to cultivate a personal vote (Carey and Shugart, 1995). The presence 

of multiple lists from the same party means that there is both intra-party and inter-party 

competition in the general election. Candidates need to distinguish themselves from both 

their co-partisans and the competition in the general election. The best way to do that is 

by building a local network and ensuring a steady stream of "pork" to the district. (See 

Crisp and Johnson. 2000 for details on legislation introduced by deputies.) Therefore, 

moving to the election instead of the appointment of governors and especially mayors 

was difficult because the legislators preferred to retain these as rewards to hand out to 

loyal followers. TTie feared loss of power and influence resulting from elections was a 

block to decentralization.^' 

Willis, Garmand, and Haggard (1999) argue that the nature of the party system in 

Colombia has worked to further decentralization. Their argument is that because parties 

are organized at the subnational (department) level they have powerful incentives to push 

for decentralization. However, there is also some evidence that the party system has 

Gregorio Pacheco, interview by author, July 13, 1999. This sentiment was also echoed 
in remarks by Orjuela that decentralization broke part of the clientelistic pyramid because 
senators no longer had mayoral appointments to use as a political goodie with which to 
reward supporters. 
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actually blocked or limited decentralization in Colombia. Extremely weak party 

discipline has made it very difficult for the parties to follow through on any plan to 

decentralize in a coherent fashion. Thus, even if the party might support decentralization, 

individual deputies might vote against decentralizing measures for the reasons discussed 

above. 

Beyond the general characterization of deputies from the center as against 

decentralization and those from the Atlantic and Pacific as supporting it, none of the 

actors I interviewed chose to identify specific people as opponents of decentralization. 

Instead "the opponents" remain a vague yet clearly influential group. One reason that it is 

difficult to identify them is that the congressional opponents of decentralization are not a 

fixed group. Who they are varies with the topic or interest at hand. Those who are 

connected with a particular industry or will be affected by a particular policy change may 

try to block decentralization in that ca.se, but vote for decentralization in other areas.^" 

Thus Ismanda Luisa Gonzalez, from the FCM described the opponents of 

decentralization as much more heterogeneous and fluid group that did the commission 

secretaries Pacheco and Osorio. One possible reason for this discrepancy between their 

views is that the commission secretaries dealt with a broader range of issues when 

thinking about decentralization while the FCM only dealt with issues that directly 

affected the municipalities. It may have also been that as a lobbying group the FCM 

approached people sympathetic to them on a given issue (say transfers of responsibility 

for promoting agriculture development to the municipalities) and ignored those who 

might be generally favorable to decentralization but would oppose it on that issue. This is 

where the personalistic nature of politics and the general weakness of party discipline in 

Ismanda Luisa Gonzalez, Director, Legal Department, Colombian Federation of 
Municipalities (FCM), interview by author July 2, 1999. 
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Colombia come into play. Because deputies need to deliver pork-barrel projects to their 

districts, they might support or oppose a given bill regardless of their general attitude 

toward decentralization. At the very least we can say that the congress has not chosen to 

actively embrace decentralization or advance it. 

Some members of congress have also opposed decentralization, not in principle 

but based on form. This perspective is embodied in comments by Senator Aurelio Iragorri 

Hormanza (Partido Liberal, PL). In his view, decentralization has been inordinately 

focused at the municipal level. He sees this as a problem because there is no national 

control over how municipalities spend the money and administer the services and so, he 

says, many municipalities have wasted money, which explains skyrocketing municipal 

debts. He thinks the departments should have a far greater role and central government 

should act as a planner and coordinator. What needed to be done was to put more effort 

into coordination at the department level, not gieater decentralization to the municipal 

level.This may also help to explain the discrepancy in the way people saw the 

opponents of decentralization. For instance. Dr. Gonzalez at the FCM would likely 

characterize Senator Iragorri Hormanza as an opponent, while Pacheco clearly saw him 

as supporting decentralization. 

Why Decentralization Has Occurred: A Victory for the Proponents 

National actors have dominated the process of decentralization in Colombia. In 

particular, the most important actors have been the president and the congress, and the 

tug of war between them has largely determined the pace and scope of decentralization. 

Colombia's, weak party discipline has made it difficult for opponents to unite to oppose 

decentralization. Ironically, while the personalistic nature of the electoral system creates 

Senator Aurelio Iragorri Hormanza from Partido Liberal (Liberal Party), interview by 
author, July 22, 1999. 
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incentives for deputies to oppose decentralization, it also makes it difficult for them to 

unite to do anj^hing about it. 

Meanwhile, the Colombian president is a unitary actor. The significant 

constitutional powers of the president mean that he can issue decrees affecting the way 

decentralizing legislation is implemented. His exclusive power of introduction means that 

he can significantly control the agenda and ensure that his proposals receive 

consideration. In addition, because there is universal agreement within the congress that 

the Territorial Organization law must come from the executive branch, congress has 

further reason to delegate to the president control over this p)olicy area. 

The civil strikes, which took place in the country preceding the adoption of 

subnational elections, played an important role. These served to call attention to the 

problems in the municipalities and to help put decentralization on the agenda. 

Additionally, they framed the process of decentralization as a debate over democracy and 

not just decentralization. As decentralization came to be associated with democracy, it 

became progressively more difficult for opponents to voice opposition. Thus, congress 

could and did stall legislation, delay legislation and even kill bills, but the public pressure 

made it hard to maintain explicit, general opposition to decentralization. 

Finally, in Colombia, unlike Costa Rica, there has been consensus on the value of 

decentralization. The situation had gotten bad and people recognized that. There was 

quite clearly a perceived need for change. The underlying embrace of federalism may 

contribute to the willingness to decentralize and helped programs or changes promoting 

local autonomy gain resonance with the population. 
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Conclusion 

Decentralization in Colombia has advanced significantly since 1980. The country 

began the period with relatively low levels of both fiscal and political decentralization. In 

1980 mayors and governors were still handpicked presidential appointees and the 

departments and municipalities had few, if any, tax and expenditure responsibilities. As 

this chapter has shown, during the past 20 years that situation has changed noticeably. 

The reasons for this movement have been discussed in detail in this chapter. Of particular 

importance is the active role that the executive has played in advancing the process, 

especially in the face of a congress that has not always been interested in 

decentralization. Popular protests and declining government legitimacy have played a 

significant role in advancing decentralization as well. 

While the fate of decentralization in Colombia appears to be generally positive, 

two recent (and related) developments deserve mention as potential long-term risks to 

decentralization: economic downturn and guerilla activity. The guerilla insurgency, 

which has engulfed the country for the past two decades, has hurt economic activity, 

claimed the lives of countless persons (young and old), frightened foreign investors, and 

contributed to the exodus of skilled, educated Colombians. To the extent that the war 

continues it makes it difficult for the country to rebuild and grow economically. In 

economic terms, this poses a risk for decentralization. The national government will find 

that it has fewer and fewer resources and it may become less willing to share them with 

the municipalities. As productive activities such as farming and livestock leave the 

countryside because of fear, many rural municipalities will lose their small productive tax 

base, making it nearly impossible for them to remain self-sufficient. Finally, the 

economic crisis (and the insecurity associated with living in rural areas) has prompted 

many families migrate toward already crowded urban areas. The stress on the 
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infrastructure in these areas is incredible and as their populations swell, so will tlte 

demand for services such as electricity, water, and garbage collection. However, since 

many of these recent migrants find it difficult to find work it will be increasingly difficult 

for the cities to generate the revenue necessary to provide these increased services. 

Finally, the guerilla war itself poses a serious threat to decentralization. While 

several of the people I interviewed cited the guerillas as a potential force for 

decentralization, guerilla movements have traditionally not been the best (or the most 

common) way to advance the cause. The future of Colombia may help to illustrate why. 

As the government actively pursues a military victory over the guerillas, a consolidation 

of resources is likely. Also, there is the persistent threat that elected mayors in territory 

under the de facto control of the guerilla movement will not be particularly autonomous. 

Instead, they will be cajoled and pressured into acting as the guerillas prefer, even if that 

is not in line with the desires of the majority of citizens in the regions. ̂  The government 

may also use this as a way to block decentralization or to deny the regions greater 

autonomy as a way to achieve military victory. Until now decentralization in Colombia 

has advanced rapidly but several current factors do pose a risk to its use as a strategy by 

future governments. 

The Colombian case raises several significant and substantial issues with regard to the 
status of decentralization during a guerilla movement. The comments above are very 
simplistic and the effect of the guerilla movement upon decentralization is a topic that 
merits independent study. 
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Chapter 6: Decentralization in Unitary States: the Case of Costa 

Rica 

"The population feels that the municipalities are not capable of doing things. But 
the municipalities do not have the administrative structure nor the resources to do 
it." Deputy Virginia Aguiluz 

This is a historic moment, for what this commission is doing by approving this 
bill is very important in terms of decentralization and the strengthening of local 
governments, as we are the last country in Latin America and perhaps the world 
to achieve this conquest, which is precisely the popular election of the mayor. 
When, as representatives of the Legislative Assembly and the country, we have 
attended international forums, sometimes we want to hide ourselves when we see 
our neighbors with two mayoral elections and the rest of the area with many years 
of elections. 

Deputy Juan Luis Jimenez Succar, President of the Special Commission to 
study decentralization of the state and the strengthening of local 
governments, during the 9 April 1997 commission meeting 

Introduction 

What is p>erhaps one of the most democratic and peaceful countries in Latin 

America is also among the least decentralized. Latin America's "model" democracy has 

yet to begin electing mayors. The first elections at the municipal level will not take place 

until 2002. Until then, the "executive branch" at the local level consists of the Council 

President (Presidente Ejecutivo) who is selected by a vote of the elected members in the 

municipal council. As the two quotes selected above show, Costa Rican legislators have 

become aware of the country's uniqueness in this regard, but have only recently taken 

steps to reform the system. Despite recent efforts to reform the municipal code and to 

strengthen local power, the municipality in Costa Rica has been neglected and nearly 

ignored. This chapter explains why decentralization has come so late to Costa Rica. 

1 begin by looking at the way in which decentralization has come about in Costa 

Rica. In the second half of the chapter, I consider the major actors in the process of 
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decentralization. By examining the way in which they have interacted, I can compare the 

relative strengths of the proponents and opponents of decentralization, helping to explain 

why decentralization has been slow in coming. Since the case studies are a complement 

to the statistical analysis performed in chapters 2, 3, and 4,1 discuss the specific 

functioning of the independent variables identified as significant in those chapters here as 

well. 

The History of Decentralization 

Centralism in Costa Rica has deep historical roots in the country's colonial legacy. 

Since Costa Rica lacked mineral wealth, most of the early settlers of Costa Rica were 

Spaniards looking to farm. "Yeoman" farmers have been credited with the establishment 

of stable democracy (see Peeler 1985, Moore 1967); they also created the initial 

conditions for relatively strong municipalities. Small farms, rather than large colonial 

estates, meant that residents were concentrated enough to organize themselves into local 

governments. The mountainous terrain left some farming regions relatively isolated from 

the capital, making local government an attractive option. However, beginning in 1840 

with the Braulio Carrillo administration, the national government began the process of 

centralizing the state and taking away municipal administrative capacity, gradually 

assuming nearly all their functions (IFAM 1989). 

"A summary examination of the historical evolution shows that in Costa 
Rica the central power has each time increasingly limited the 
municipalities in their competencies, because they have not only 
augmented the presence of national entities in the cantonal territory, but 
also the municipalities have to continually confront a chronic shortage of 
resources which has impeded their developing an efficient role as local 
government, with the deleterious consequences for their image with the 
residents and the country in general. (Fundacion DEMUCA, 1997, 23) 
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Following the end of the civil war in 1948, the victorious National Liberation 

junta proposed a far more decentralized system of government, putting the issue of 

federalism on the table. The project put forward by the junta would have strongly favored 

a more decentralized system.' However, the opposition. National Union, backed by the 

landowning oligarchy, dominated the constituent assembly elected to revise the 1871 

constitution. Instead of establishing a decentralized system, it retained much of the 1871 

constitution. This helped to establish Costa Rica as a unitary, centralized state. 

Creation of the welfare state with its increased social services at roughly the same 

time also furthered centralization. The national government created an administrative 

bureaucracy that would eventually grow into almost 200 autonomous administrative 

agencies. These include institutes like the ICE (Costa Rican Electrical Institute), which 

provides electricity to the entire country. These institutes began to take on many of the 

functions that had been_performed at the local level. Consequently, in practical and 

administrative terms local power began to dwindle over time as the national bureaucratic 

agencies absorbed the functions of municipal governments. For instance, the 

centralization of the education system occurred because the national government thought 

it was the easiest way to provide the constitutionally guaranteed right to education. When 

the state took on the role of benefactor, the politics of social programs became national 

politics. Therefore, when the national government created an institute to help with social 

welfare it chose to do so at the central level.^ The creation of a large, national 

administration was not unique to Costa Rica. The United Nations Economic Commission 

for Latin America (CEPAL) advocated this development strategy throughout Latin 

America. It reasoned that a strong state was needed to lead the drive toward 

' Mr. Carlos Rouersse, head asesor PLN, interview by author, February 28, 2000. 
" Edgardo Araya, assistant to Deputy Juven Cambronero Castro (PLN), interview by 
author, March 8, 2000. 
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industrialization. In Costa Rica, this resulted in the national government providing all the 

public goods and infrastructure services.^ 

With two exceptions, the situation remained virtually unchanged until the 1980s. 

These were the adoption of the Municipal Code in 1970 and the creation of the Institute 

for Municipal Development and Advice (IFAM) in 1971. The municipal code. Law 4574. 

was the first step to establish a series of rules that would regulate and monitor governance 

in the cantons."^ This was one of the major steps in creating local government, but at this 

time the only elected positions were regidores (councilmen). They were pKjpularly elected 

from closed party lists. The regidores then elected from among their number a municipal 

president who would fulfill some of the functions usually exercised by a mayor. 

However, the role of this council was sharply limited, and in practice they did little more 

than make some administrative decisions. For instance, the national transportation 

institute handled typical municipal issues such as roads and highway maintenance. 

The other step toward decentralization in the 1970s was the creation of the IF AM. 

The national government created it in keeping with the increased municipal government 

functions envisioned by the new municipal code. According to Article 4 of the law itself, 

"The objective of the IF AM is to fortify the municipal regime, stimulate the efficient 

functioning of local government and promote the constant improvement of public 

municipal administration" (author's translation. Law 4467). The law also specifies that 

the IFAM's functions are to propose laws, act as a financial agent of the municipalities, 

offer technical assistance, stimulate inter-municipal cooperation, etc. More recently, one 

of the primary functions of the IF AM has been to offer money to the municipalities in the 

" Francisco Cordero Fallas, Head asesor FUSC, interview by author, February 28, 2000. 
Cantons are the Costa Rican equivalent of municipalities. 
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form of loans, so that with this and their own money they can leverage other national and 

international loans. 

Other than these two efforts during the 1970s to help advance decentralization, 

the national government ignored the municipalities. It was only with the onset of 

economic crisis in the 1980s and the beginning of structural adjustment that 

decentralization once again returned to the agenda. The most common explanation 

members of congress and their assistants offered for why decentralization reemerged as a 

goal was "globalization." This is the reason advanced for instance, Asesora (advisor, 

assistant, deputy) Sagot from the Costa Rican Renovation Party (a Christian party). 

Globalization has brought both good and bad to Costa Rica. However, the party has 

looked at other countries and have realized change is necessary in order to survive.^ 

Costa Ricans looked at the experience of Spain, a federal system, and noticed the very 

different status of the municipalities there. As Asesor Cordero Fallas from the PUSC 

noted, "During the 1980s the municipalities were forgotten." But he also said that from 

the average person's point of view, up until then the state had done a pretty good job and 

people were in general happy with the way things were done.^ 

Pressure to decentralize also came from international agencies. The rate of 

economic growth began to decline in the late 1970s, and following the onset of the debt 

crisis in the 1980s the economy actually began to shrink. As the country needed 

international help to pay its debts, the government signed a series of structural adjustment 

agreements with the and the World Bank. Part of the vision promoted by these 

international organizations included promoting decentralization and privatization in 

^ Fiona Segreda Sagot, assistant to deputy Justo Orozco Alvarez (PRC), interview by 
author, March 1, 2000. 
^ Cordero Fallas, interview by author. 
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several spheres, including taxation.^ This is quite consistent with the results obtained in 

the statistical analysis in chapters 2 and 3. In models predicting fiscal decentralization, 

structural adjustment had a significant and positive effect upon subnational expenditures. 

Increased structural adjustment also increased the likelihood that mayors would be 

elected instead of appointed. 

As the perception of the municipalities changed, the pace of decentralization 

increased. The first steps toward decentralization began very timidly under the 

government of President Oscar Arias Sanchez (1986-1990). Speaking at an open-air rally. 

Arias said, "On the fifth step of this cathedral I reaffirm my promise to distribute political 

power. The communities, by way of the municipalities and association of development, 

will make their own decisions. They are the ones who know best their own problems and 

only if we accept that each one assumes the responsibility for the work to resolve them, 

will we achieve a more firee and prosperous society " (IFAM 1990). Unfortunately, the 

municipalities were not in any condition to receive increased responsibilities. The people 

who were regidores (councilmen) were not professionalized and, given their historical 

lack of power; they had a limited understanding of administrative issues. What is more, 

municipalities lacked financial resources. This made it difficult for them to function 

efficiently or make the best use of their limited resources.® 

One of the first steps the Arias regime proposed was intended to increase fiscal 

decentralization. It proposed reforming article 170 of the constitution to guarantee a 

transfer of 10% of the national budget to the municipalities as a way to make predictable 

their resources and try to give them some financial independence. Ten deputies co-

sponsored the original proposal, and it received a unanimous committee vote.' The bill 

' Cordero Fallas, interview by author. 
® Cordero Fallas, interview by author. 
' Both the president and members of congress can introduce legislation in Costa Rica. 
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also had popular support. The National Union of Local Governments (UNLG), a non

governmental entity representing the municipalities, had threatened to organize a series of 

strikes beginning April 24, 1989 if it was not approved {La Nacion, 17 April 1989). 

However, the bill was tabled because the government withdrew it at the last minute when 

it became clear that the opposition party (PUSC) would try to block it, and they 

controlled 44% of the seats. (Constitutional amendments require a two-thirds majority.) 

The bill remained tabled until 1998, when it fmally received consideration and a floor 

vote (2 June 1998). Only five of 50 deputies voted for it. After the final vote, a supporter 

of the bill. Deputy Vargas Anavia. spoke on the floor saying, "There has been an evasion 

of responsibility to attend to the municipalities. Proof of this is the Law of Property Tax, 

which was transferred to the municipalities, precisely to evade responsibility for a just 

and equitable distribution for the popular good."'° 

Decentralization became a hot theme in the 1994 presidential campaign. Because 

of this campaign, the PUSC and the PLN agreed to create a commission to study 

decentralization and make some recommendations. While some of their suggestions were 

eventually incorporated into the new municipal code, others (like constitutional reform) 

have never been implemented. In October 1994 the congress created its own Special 

Commission on Decentralization of the State and the Strengthening of Local 

Governments." Among the most notable accomplishments of this commission was to 

Once introduced into the unicameral, 58—member legislature, bills are automatically 
sent to the appropriate committee based on subject matter. That committee is responsible 
for producing a report on the bill. If a majority of the corrmiittee votes against the bill— 
giving it a negative report—the bill essentially dies in committee. A bill will be 
discharged from committee and sent back to the full congress for consideration if it 
receives a majority report. 

Taken from transcript of the debate. 
'' In addition to a series of permanent or standing committees, at the beginning of a 
congress a series of "special" commissions is created. They have the same rights as 
permanent commissions to issue reports on bills and are not sub-commissions. In fact, the 
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approve the writing of a new municipal code and some of the financial reforms described 

below. 

While it is true that the pace of decentralization accelerated sharply after 1994, 

decentralization did not advance continuously. The congress missed an important chance 

to further decentralization when it failed to approve the "Organic Law for Territorial 

Decentralization, creation of provincial and regional entities and norms for the transfer of 

competencies to the municipalities." Deputy Salas Araya introduced this bill in December 

of 1995, but it was killed in committee. This is the sort of decentralization law that has 

been adopted in the other countries, that firmly established decentralization. It would 

have restored the provincial level of government with a popularly elected governor. It 

also included ways to strengthen the municipality and provided a clear mechanism for the 

transfer of functions to the municipalities. The committee studying the bill rejected it 

because the technical services report deemed that the constitution did not allow for an 

intermediate government without altering the whole logic of the system. Consequently 

the committee concluded, "This project is directed toward, normatively, very good 

intentions because the country needs to totally reorganize itself to have greater 

decentralization and above all better administrative efficiency. Unfortunately, this 

initiative encroaches on the constitution and moreover implies constitutional reforms and 

not reforms of laws, consequently the recommendation is to throw it out" (from the Final 

Report of the Commission on Government and Administration). 

only difference between regular and special commissions is that special commissions 
frequently last only one or two congresses. 

The PLN has recently reiterated calls to convoke a constituent assembly to engage in 
massive constitutional reform. One of the main motivations for this has been a desire to 
amend the constitution to permit presidential re—election, an effort led by former 
President Oscar Arias Sanchez. However, the head asesor of the PLN, Carlos Rouersse, 
commented in an interview, that the municipalities also needed constitutional reform 
because any reform of the constitution needs to change all the affected articles, not just 
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Transfers of Fiscal Responsibility 

The process of fiscal decentralization, including efforts to increase the tax 

collection capabilities of the municipalities, predates the process of political 

decentralization. Efforts to enhance municipal fiscal power proceeded on two fronts: a 

transfer of the property tax {Ley de Bieties Inmuebles) and a transfer of the funds for 

"special expenses" (Ley de Partidas Especificas). (A complete listing of all laws affecting 

decentralization is found in Appendix 6A. Appendix 6B contains a list of all proposed 

bills that would increase decentralization.) The original property tax arrangement was a 

revenue sharing agreement (Law 4340, "New Distribution of the Territorial Tax between 

the Executive Power and the Municipalities," sanctioned May 30, 1969). It ended 

municipal participation in the Value Added Tax (VAT) and taxes on coffee, domestic 

liquors, and imported beer and liquor. In exchange, the municipalities got a substantially 

higher share of the property tax, with 10% going to the national government, 29.4% to 

the municipality of San Jose, and the remaining 60.6% to the other municipalities. The 

deputies who introduced the proposal, Arauz Aguilar and Fernandez Fallas, did so 

because they were concerned that in some cases the municipalities were too dependent 

upon transfers from the national government as their main source of income. In some 

municipalities 90% of revenue came from transfers.'^ 

This law was in force from 1969 until May 9, 1995, when Congress passed the 

"Law over the Territorial Tax." This new law gave the municipalities the option to set the 

property tax rate to between 0.10 and 0.60 percent of the property's value. The 

one. 
Based on article 51 of the Law of Financial Administration the municipalities had the 

right to participate in the Value Added Tax (VAT), and taxes on coffee, property, 
domestic liquors, and imported beer and liquor. So what they got transferred to them was 
essentially their portion of these taxes, which were until that point collected by the 
national government. 
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municipalities were to be responsible for maintaining records of property values, and 

collecting the tax. lliis law represented a substantial advance in municipal autonomy 

because now the municipalities had direct control over the tax rate instead of depending 

on transfers from the national government. Rafael Calderon, the president at the time, 

initiated this bill. The exposition of motives makes it clear that the intent of the law was a 

modernization of the property tax structure so that the municipalities would play a greater 

role in the process. 

Total municipal autonomy in this area was short-lived, however. One year after 

the law was sanctioned, 17 deputies initiated a bill to restrict the percentage the 

municipalities could charge for this tax to 0.10% because of the economic hardship they 

claimed the tax caused. Under this new schemc the maximum rate the municipalities 

could charge would increase annually by 0.10% until it reached 0.60% in the sixth year. 

In making this change, they were responding to pressure from the middle and lower 

classes as well as the business sector.'"* Employees within the Property Tax Office 

(roughly equivalent to the Assessor's Office in the US) in the municipality of Montes de 

Oca expressed anger about this change ; they had been counting on the money, and then 

to have it reduced meant they had to cut back on investment plans. 

Regardless of the rate, many municipalities have trouble collecting the tax and in 

assessing appropriate property values. A study by the IF AM determined that the greatest 

municipal weakness was in taxation capacity. Currently, the IF AM has a program to help 

improve property valuations. The municipalities can get a two-year interest free loan 

from IF AM to hire specialists, purchase software, train an assessment team, purchase 

Sergio Araya Alvarado, Director Formacion, Instituto Costaricense de Estudios 
Politicos, interview by author March 21, 2000. 
15 Property Tax Division, Municipality of Montes de Oca, interview by author March 10, 
2000. 
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vehicles, etc. To help in passing the property registry to the municipalities, the president 

also created an inter-institutional commission to ensure the national property registry was 

divided correctly and in a timely fashion between the municipalities. As a member of this 

commission, the IF AM is sorting the property list and transferring the necessary 

infomiation to each municipality.'^ 

In many cases the municipalities still face substantial difficulties in administering 

the property tax. The controlor de servicios (comptroller of services) in Escazii, which is 

one of the richest municipalities in Costa Rica, told me that they have only three people 

working in the property tax division and when they began collecting property taxes they 

did not have a computer, nor even a typewriter. They had to buy copies of the law on 

their own. Despite this, they still managed to collect 20 million colones the first year.'' 

Therefore, while there is cause for optimism, the municipalities are weak in this area. 

The other area of municipal fiscal responsibility is in special expenses known as 

partidas especificas (line items in the national budget). Law 7755, "Control of the 

Partidas Especificas from the National Budget" was approved in May 1998. Previously 

each deputy doled out this money in his or her canton as each saw fit. This 

disproportionately benefited the cantons represented by the majority party, as deputies 

from other parties did not get much money to distribute. In addition to creating municipal 

inequalities, this distracted the deputies from focusing on congressional affairs. 

Municipalities presented themselves to the deputy to ask for money to build a school 

room or a park, for example. According to the committee that recommended passage of 

the bill, "The legislator has almost been converted into a planner for the money which the 

government assigns them. The fact of bringing money to the community does not signify 

IF AM public relations office, interview by author March 17, 2000. 
Mario Porras Madrigal, Controlor de Servicios, Escazu, interview by author March 13, 

2000. 
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this, rather it is the form of the organization, because many times the deputy is pressured 

to look for financing for work that stays incomplete or that causes a duplication of 

communal areas or football stadiums a few meters from one area to another." By making 

the municipalities responsible for these funds, money is now distributed based on the 

merits of a project not the diligence of a mayor or other actors in agitating a deputy. The 

new law appealed to deputies for two reasons. First, this would allow them to focus more 

on the business of the congress and less on distributions to the municipalities. Second, 

because of prohibitions on immediate re-election deputies were not going to reap the 

benefits of bringing pork into their district anyway (see for instance, Taylor 1992). 

Combined with high party discipline, these two factors made it easier for deputies to 

surrender substantial discretionary power. 

Despite these advances, municipal tax authority is still linnited in important ways. 

Municipalities must get congressional approval for their Municipal Tax Laws {Ley de 

Patentes). In the commission on municipal reform, there is a proposal that would allow 

the municipalities to adopt their own Ley de Patentes, without congressional approval. 

According to Asesor Araya, this would increase municipal autonomy while freeing 

deputies to work on other issues. Under the current system the congress must approve or 

disapprove the entire municipal tax law, meaning it could take years to successfully 

change licensing fees.'' 

Additionally, each municipality must send its budget to the Controlana 

(Administrative Agency) for approval (JLey de Controlana}. This means that while the 

municipality prepares the budget, it does not have final autonomy to adopt it. It depends 

upon this national agency to approve its budget. According to the Contador Municipal 

The patente is the price the municipality charges for a business license. The percentage 
charge varies based on the kind of business. 

Edgardo Araya, interview by author. 
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(Municipal Budget Officer) in the municipality of Monies de Oca, because each decision 

on the budget has to go through the Controlan'a, municipalities lose autonomy and 

agility. The Controlana might veto parts of the budget if it has different criteria or 

priorities than the municipality. The national government has very specific regulations 

about budget categories and preparation, and will reject proposed budgets that violate the 

regulations. Lack of money is usually not a reason for vetoing a project, because the 

municipalities submit a balanced budget."'' 

This whole process leaves the municipalities with very little tax power and very 

little independent revenue. The tutelage by the Controlana built into the system stifles 

municipal autonomy and innovation. Therefore, despite several bills designed to increase 

fiscal decentralization, the central government and the bureaucracy frequently find 

creative ways to decrease and reverse that autonomy. 

Political Decentralization 

The process of political decentralization has been even slower than the process of 

fiscal decentralization. Most of the changes in the political power of the municipalities 

have come about through changes or amendments to the municipal code.^' Congress 

finally rewrote the code completely in 1998. This new version was a major advance for 

political decentralization. Among the most important changes made by the new code was 

the elimination of the provincial level of government and the creation of the elected 

mayor (who will be elected for the first time in 2002)." Under the new code the number 

Jonathan Webb Araya, Contador Municipal, Municipality of Monies de Oca, interview 
by author March 14, 2000. 

The municipal code was amended in twice in 1970, once in 1971, twice in 1973, and 
once in 1974, 1975, 1976, 1977, 1979, 1984, and 1994. 

In terms of territorial administration, Costa Rica is divided into seven provinces and 
those seven provinces into 81 cantons. While the position of governor was eliminated, the 
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of regidores (councilmen) to be elected in each canton varies based on population. 

Additionally, the law substantially increased the salary of the regidores and the alcalde 

(mayor). Finally, municipal administration was officially defmed as a career, with the 

intention of attracting higher quality people to work in the municipalities. 

Since May 1998, Congress has amended the municipal code (Law 7794) four 

times. Most of these amendments sought to correct errors, omissions, or inconsistencies 

that occurred with the adoption of the new code. The amendments include Law 7812; 

"Which adds Title VII and Transitive FV to the Municipal Code" which was sanctioned 

on 8 July 1998. It was initiated by eight deputies to correct the accidental omission of the 

Municipal Councils of the Districts (the canton is divided into districts). In many cases, 

these councils had worked cooperatively with the municipal government to serve citizens. 

Law 7881, which "Reforms article 28 and adds article 81 second to the Municipal Code," 

was sanctioned 9 June 1999. It regulates the behavior of the alternate regidores. Under 

the old code, they could attend the meetings and speak; the new code did not have this 

provision. This law amended the code to give them voice but not vote when they are in 

attendance but are not fillingin for the regidor. Law 7898, "Modification to the Municipal 

Code to reform articles 75 and 76 and add clause 76:2 and 76:3 and the transitive article 

IV," was sanctioned on August 11, 1999. This law makes the municipality responsible for 

what happens in empty lots, meaning that the municipality must make greater effort to 

clean them up. The law establishes fines the municipality can levy on owners who do not 

remove junk from these lots [300 colones ($1) per meter of frontage]. Finally, Law 7888, 

"Reform to article 30 of the Municipal Code," was sanctioned 29 June 99. It further 

increased the dietas (per diems) paid to regidores and mayors. The goal was better 

provincial division still exists. It is these 81 cantons that are referred to as municipalities. 
Each canton is divided into a number of districts, which are only used to elect the district 
councils. 
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salaries so municipal officials could focus more on their official duties.(For current 

salaries, see Table 6.1.) 

Table 6.1: Dietas for Regidores (Law 7888, June 29,1999) 
If the municipal budget is: Then the regidor per diem is: 

(Maximum of six per month) 
6,000 colones 
(S20.00) 
8,000 colones 
(S26.67) 
12,000 colones 
($40.00) 
15,000 colones 
(S50.00) 
17,500 colones 
($58.33) 

While political decentralization advanced noticeably with the provision for the 

popular election of the mayor, decentralization of service responsibilities has been much 

slower. Some hospital deconcentration occurred with Law 7852, "Deconcentration of the 

Hospitals and the Clinics of the Costa Rican Social Security Institute." However, this law 

is intended to push hospital deconcentration, not decentralization, specifically to bring 

more autonomy to each hospital in budget development, account administration, and 

management of human resources. While this did decrease the power of the central 

administration, it did not really empower the municipalities making this a clear case of 

deconcentration. 

Education, too has hardly been decentralized. The municipalities are forced to 

spend some of their revenue from property tax on education according, to Law 7752, 

The dieta is a daily salary paid for attending meetings. Thus, an alcalde or regidor can 
only collect dietas for meetings attended. Moreover, the law limits the number of 
meetings per month to six (four regular and two special). 

Up to 100,000,000 colones 
(S333.333.33) 
100,000.001 to 250,000,000 colones 
(5333,333.34 to $833,333.33) 
250,000,001 to 500,000,000 colones 
($833,333.34 to $1,666,666.67) 
500,000,001 to 1,000,000,000 colones 
($1,666,666.67 to $3,333,333.33) 
Over 1,000,000,001 colones 
(over $3,333,333.33) 
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"Subvention to the Education Groups by the Municipalities." When the national 

government adopted the property tax law, it eliminated the Territorial Tax Law and in 

doing so inadvertently eliminated a clause that required the municipalities to sp)end 10% 

of the territorial tax on education. Law 7752 assures that the municipalities will spend at 

least 10% of property income on education (expect for San Jose, which is only required 

to spend 8%). Requiring the municipalities to fund education has not decreased the 

control of the Ministry of Education in personnel or curriculum matters. It still controls 

the hiring of teachers and the naming of school principals. There is some anecdotal 

evidence that the ministry has demonstrated this control by appointing specific principals 

despite protests by parents in that district. For instance, in Baranca de Puntarenas all the 

families in the community opposed to a particular individual being named the principal 

because of alleged personal misconduct. When the residents complained, the ministry 

responded that it was their right to name him and he would stay.""* 

Finally, public services such as garbage collection, which local governments in 

most industrialized countries have assumed,, have not become local responsibilities in 

Costa Rica. According to the Controlor de Servicios in Escazu, many municipalities are 

actually giving back to the national government services like aqueducts. Escazu recently 

transferred responsibility for its aqueduct back to the national government (through the 

Institute of Water and Aqueducts) because they could not afford the necessary repairs.^ 

Nonetheless, some municipalities are endeavoring to increase their responsibilities and 

functions and to become more active providers of public goods and services. Table 6.2 

contains a complete list of the percentage of the municipalities that are responsible for 

each kind of service. 

Deputy Jose Manuel Nunez Gonzalez, Partido Fuerza Democratica, interview by 
author March 2, 2000. 

Mario Porras Madrigal, interview by author. 
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Table 6.2: Municipal Assumption of Service Responsibilities 
Service Percentage of municipalities that provide 
Maintain streets and roads 100 
Garbage collection 94 
Roadside cleaning 87 
Administration of cemeteries 74 
Administration of parks 63 
Administration of aqueducts 55 
Administration of markets 44 
Granting of student scholarships 44 
Administration of gymnasiums 10 
Administration of gaming plazas 5 
Public lighting 5 
Tree nurseries 2 
Sewers 2 
Administration of spas/public pools 1 
Source: Fundacion DEMUCA ("1997) pg. 114 

The Future? 

Several proposals currently within congress would advance decentralization. 

These include reforms to the municipal code, increased fiscal autonomy and resource 

transfers, and better links between government and citizens. One proposal submitted by 

several members of the current commission on municipal reform would fix what they see 

as the existing gaps in the current municipal code. This includes more clearly delineating 

the functions of the mayor and the council president and details on the number of 

regidores, their election and function. It would also increase the regidor's dietas to 

28,000 colones ($93.33) for cities with the biggest budgets and would pay alternates half 

that amount when they substitute for a council member. 

There are also three proposals that would enhance municipal fiscal autonomy. The 

first would reform article 62 of the municipal code. This would make it easier for 

municipalities to give or receive donations from various entities. For instance, an act of 

congress is currently required to authorize the transfer of land from the national 
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government to the municipality."^ This is tied to the proposal mentioned above that would 

allow municipalities to set their own business licensing taxes without the approval of 

congress. Second, there is a proposal to reform article 2 and paragraph J of article 4 of 

Ley 7775 (Partidas Especificas). It would remove some of the controls on spending so 

the municipality could respond to citizen's needs more quickly. It would also eliminate 

the multiple approval points currently in place. Finally, several deputies have reinitiated 

the proposal to amend the constitution to transfer 10% of the national budget to the 

municipalities. It would be divided among the municipalities based on the following 

formula: 25% divided equally among all municipalities, 25% divided proportionally 

according to territory, 25% divided proportionally according to population, and 25% 

according to the index of poverty computed by the Ministry of Planning and Political 

Economy. This bill currently has a unanimous positive report from the commission that 

studied it."^ 

There is also a proposal by Deputy Jose Manuel Nunez Gonzalez (PFD) to create 

Social Cantonal Trusteeships. These would be responsible for providing better links 

between the government and civil society in order to get people more involved in the 

government. The objectives of this program also involve using the trusteeships to help 

improve planning and allow the municipalities to play a greater role in promoting 

development. 

Acts of congress are required for the municipality to do any of the following: donate 
land to the government or a non-profit entity or receive land from either of the above, 
receive a government loan, buy or sell land. 

The commission issued its report in September. The congress currently is in 
extraordinary session, which means it can only consider bills initiated by the executive. 
Since members of congress initiated this bill, the earliest it could be considered is May or 
June. As the commission staff was quick to point out to me, this does not mean it would 
be considered in May, just that that would be the first opportunity. 
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The executive has recently introduced a new program intended to improve 

development and conditions in the municipalities. The Triangle of Solidarity (Triangula 

de Solidaridad) unifies the government, the municipality, and the community to help 

bring about needed programs. While there is great optimism about the role that the 

Triangle of Solidarity could play in municipal development (discussed in the next 

section) it is quite early to begin evaluating its success. 

This section has traced the process of decentralization in Costa Rica beginning 

with the historical roots of centralism in the creation of the social welfare state and 

ending with current proposals that would further transform the system. It is interesting to 

note that fiscal decentralization is quite clearly more advanced than political 

decentralization. Some responsibility for tax administration, most noticeably the property 

tax, has been transferred to the municipalities. Political decentralization has really just 

begun, as the first popular elections for mayors will not take place until 2002. Similarly, 

the municipalities have not received much responsibility for designing and providing 

services. What efforts at decentralizing services there have been have taken the form of 

deconcentration, not devolution. The national government has preferred to split the 

national bureaucracy or create new regional subunits rather than transfer the 

responsibility for various services directly to the local governments. Finally, as will be 

discussed in detail in the next section, there is a great deal of optimism about the role that 

the newly elected mayor will play in fighting for municipal autonomy and in reversing 

centralism. However, elections alone will not change the fact that many municipalities 

are hamstrung by severe resource constraints that make them at best a very junior partner 

in projects, and at worst a subservient player in public administration. 
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The Major Actors in the Process of Decentralisation 

As has already been noted, decentralization in Costa Rica started late relative to 

most Latin American cases. In fact, it is only within the past five years that 

decentralization has accelerated noticeably. Before that, very few steps were taken to 

reverse the historical centralism. This section helps to explain why decentralization has 

not fully come about. One of the most important explanations that will emerge from this 

section is that decentralization has not occurred because the most important and dominant 

actors in Costa Rica have never really preferred decentralization. There have been 

occasional moves by individual presidents to advance decentralization, but in general 

most have worked against it. Why? Most actors have too much invested in the centralized 

system to risk decentralizing and creating powerful local figures. 

Before turning to a discussion of the actors and their preferences, I will briefly 

review the context within which these various moves to decentralization have taken 

place. 1 will then consider the proponents of decentralization by looking at members of 

the national government, and then considering national non-govemmental actors. I will 

then turn to the local level and look at local government supporters of decentralization. 

Having examined who has lined up to support decentralization, I will review the 

opposition to decentralization, which has been focused at the national government level. 

This discussion allows for some conclusions about how the relative power of these 

different actors has enabled those opposed to decentralization to generally triumph. 

The reader will recall from the second and third chapters that the majority of 

tested explanations pertained to the political and socio-economic situation in the country, 

which in many cases, despite the government's best attempts, were not always factors that 

could be legislated or controlled. The clear importance of economic conditions, level of 

development, and ethnic and religious diversity for instance, all point to the fact that 
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context matters for how actors behave. This is not to say that individual choice does not 

count. On the contrary, the fact that, in both political and fiscal models, presidential 

decree authority exerted such a strong influence clearly shows that individuals acting 

within institutional incentives do affect decentralization. 

Of the contextual variables found to be significant, the role of three deserve 

special mention before discussing the actors. 

First, poor economic conditions and the resulting process of structural adjustment 

helped push Costa Rica toward decentralization. Pressure from the IMF and the World 

Bank combined with the attractiveness of doing more with less helped to bring about 

decentralization. In predicting political decentralization in the form of gubernatorial 

elections, economic growth negatively affected the process, meaning that economic crisis 

made it more likely. Engaging in structural adjustment policies increased the chances of 

both the election of mayors and greater subnational shares in expenditures. Between 1985 

and 1995, the structural policy index, the lADB's measure of market orientation increased 

64.5% from 0.31 in 1985 to 0.51 in 1995. GDP growth was negative in the first part of 

the 1980s but increased some after 1985 and was positive for most of the 1985 to 1995 

period. Thus, it should be noted that most of the decentralization is taking place in a 

period of mixed economic performance and extensive structural adjustment. In addition, 

involvement in structural adjustment programs essentially created a powerful and 

influential "international actor" who favored decentralization. 

Second, I hypothesized that government legitimacy would play an important role 

in decentralization—the national government would transfer power and resources to 

subnational governments in an effort to increase participation and support for the regime. 

In the statistical testing however, voter turnout only affected the chances that governors 

would be elected. While there is a sense that decentralization is a way to increase 
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participation, it has not played a dynamic role in Costa Rica. There voter turnout declined 

from 83.3% in 1970 to 81% in 1995. It is a country of generally high turnout, but the 

government has not sought to bolster legitimacy by creating an elected governor. Part of 

the explanation for the relatively low level of decentralization may lie in the absence of 

public outcry demanding decentralization. While popular protest and demonstrations 

have not reached the level they have in other countries, and citizens are still voting, the 

people are clearly unhappy with the national government. Tables 6.3 and 6.4 show a clear 

decline in average presidential approval over time and an increasing distrust of citizens' 

confidence in the government. 

Table 6J: Presidential Approval H stings 
Rodrigo 

Carazo Odio 
(1979) 

Luis A. 
Monge 
(1983) 

Oscar Arias 
Sanchez 
(1987) 

Rafael 
Calderon 
Foumier 
(1991) 

Jose Mana 
Figueres 

Olsen 
(1995) 

Very Good 7 11 15 5 4 
Good 24 42 49 22 20 
Not Good, 
Not Bad 

36 36 28 36 39 

Bad 14 6 6 19 16 
Very Bad 11 2 1 9 14 
Not Sure/No 
Response 

8 3 2 9 7 

Approval 
Index ^ 

6 45 58 -I -6 

Source: Consultona Interdisciplinaria en Desarroilo S.A. CID Gallup. Encuesta Nacional 
de Opinion Publica en Costa Rica. 

The Approval Index is computed by subtracting the negative responses from the 
positive ones. 
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Table 6.4: Attitudes on the direction of the country ^ 
Correct Route Wrong route Not Sure/No 

Response 
November 1992 30 53 17 
August 1993 35 50 15 
April 1994 48 37 15 
November 1994 25 60 15 
January 1995 23 64 12 
March 1995 17 72 11 
Source: Consultoria Interdisciplinaria en Desarrollo S.A. CID Gallup. Encuesta Nacional 
de Opinion Publica en Costa Rica. 
® Beginning in 1992 the survey asked; "When you take into account all that is happening 
in Costa Rica, how do you think the country is going: in the right direction or by a 
mistaken route?" 

Finally, actors at all levels continually reminded me that Costa Rica is a small 

country. In the statistical analysis, larger land size was found to increase the level of 

fiscal decentralization but to decrease the chances of political decentralization. Land size 

definitely helps to explain the absence of governors in Costa Rica. Many people do not 

see the need for an intermediate level of government in a country smaller than most 

American states.^^ However, in some ways the national government appears to be hiding 

behind this issue of land size in order to avoid getting serious about decentralization. 

The Proponents of Decentralization 

Having briefly reviewed the context within which the decision not to decentralize 

has taken place it is now possible to consider who the key figures were and how they 

have influenced the process. I begin by looking at parts of the national government who 

were supportive of the process. 

Costa Rica is 19,730 square miles (51,100 square kilometers), roughly the size of 
Alabama (50,750 square miles). 
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NATIONAL GOVERNMENT ACTORS 

While most presidents can be characterized as opponents of decentralization, 

there have been a few who have actively pushed decentralization. Among those who 

attempted to make real strides in decentralization was president Oscar Arias Sanchez, 

who proposed initiatives such as transferring 10% of the municipal budget to the 

municipalities. Other presidents have claimed to support decentralization. Among them is 

Arias Sanchez's predecessor, Luis Albert Monge Alvarez: "As president of the Republic, 

1 give my absolute support to the Municipal Regime and reiterate my unbreakable 

support to strengthen it, in view of the possibilities, that it can serve to improve the 

people of Costa Rica" (IFAM 1983, 14). Despite Monge's promise to support 

decentralization very little happened during his term; only one piece of decentralizing 

legislation was passed. In fact, this pattern has repeated itself during much of the history 

of Costa Rica. Presidential candidates from both parties have claimed to support 

decentralization, but despite having substantial majorities in congress they have not taken 

steps to help bring it about. This claim to embrace decentralization while not acting in 

that way leads me to mention presidents as supporters, because some have been, but to 

also place them in the category of opponents. 

While the behavior of presidents themselves has been mixed, some executive 

agencies have consistently helped to advance decentralization. The most significant of 

these is the IF AM. According to Law 4716, which created the IF AM, it had three general 

functions: orient and promote development in the municipalities; offer technical 

assistance; and fmance projects and activities of municipal interest. The institute oriented 

its activities around institutional development of the municipal regime, increased capacity 

for human resources and discounted loans. In very general terms, this characterized the 

behavior of the institution from 1971 to 1989 (IF AM 1997). The IF AM made a concerted 
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push for decentralization in 1990 when it presented to the president at that time, Oscar 

Arias Sanchez, a document called "Decentralization and Strengthening of the 

Municipalities." This report suggested a minimal series of services for which the 

municipalities could be responsible, including construction and administration of urban 

sanitation, sewer systems, garbage collection and landfill management, construction and 

maintenance of roads, and construction and administration of aqueducts. The project also 

included alternative proposals to help put the municipalities on better fmancial footing. 

However, in May 1990 the new administration of Calderon Foumier essentially shelved 

the plan (IF AM 1997). "The period from 1990-1995 was a period in which the IF AM lost 

leadership over the municipal reforms for decentralization of the state and strengthening 

of the municipal regime as had been proposed by the Commission for the Reform of the 

State. Concomitantly, its role was limited to continuing municipal fmancing but was in a 

precarious situation given that the Ministr}' of Hacienda had subjugated, in a retroactive 

form, the transfers for the National Budget that fmanced the fund for municipal finance" 

(IFAM 1997, 53). The IF AM lost much of its financing for other services and had its 

capacity as an advisory body reduced. Essentially, the IFAM was converted into a source 

for municipal loans. 

Internal studies have identified fiscal debility as the most serious municipal 

weakness, and so the IFAM is targeting its efforts in this direction."' To the extent that 

the IFAM fulfills its mission, it can be a significant force for revitalizing and helping the 

municipalities by increasing their capacity to respond to citizens' demands. The IFAM's 

role in the process of decentralization is in jeopardy now because proposals have been 

advanced to further reduce its budget. 

IFAM Public Relations office, interview by author. 
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The current presidential administration preferred to create a new program to help 

promote decentralization, rather than working through the IFAM. Like the IF AM, the 

Triangle of Solidarity is intended to promote development and, like the IFAM, can create 

a favorable environment for decentralization. Unlike the IFAM, it has the added 

advantage of bringing together the national government, local government, and civil 

society to engage in public works and development projects for the good of the 

community. This increased the development options available to local governments, by 

increasing investment funds and targeting the poorest municipalities. The Triangle of 

Solidarity established its first project in July 1998 in the municipality of Guacimo. 

Currently the Triangle of Solidarity has projects in 28 cantons and 109 districts, covering 

30% of the population and 53% of the territory of Costa Rica.^° 

The Triangle of Solidarity works by pooling the resources of the community, the 

national government, and the local government. This allows the Triangle of Solidarity to 

decrease the construction and administration costs. For instance, if the Ministry of 

Education wanted to build a schoolroom it would normally cost them SI 1,000 but by 

using this mechanism, it will cost $4,333 to build that same room. How are costs reduced 

so dramatically? First, the Triangle of Solidarity substantially decreases the 

administrative expenses. Second, community involvement reduces costs as vendors sell at 

a discount, work at reduced wages, or donate supplies. While the Triangle of Solidarity 

program has the potential to further decentralization, a case study of Guacimo identifies 

several pitfalls. Sergio Araya of the ICEP concluded that in this case the local 

government was not strengthened. The municipality played the role of coordinator and 

not much else. There was less citizen participation than expected: it was positive at first, 

Hugo Nanni, Triangle of Solidarity, interview by author March 21, 2000. 
Hugo Nanni, Interview by author. 
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but decreased over time. The municipality did not have the resources to contribute much 

to the process, and in fiscal terms, the national government dominated the operation.^" 

Finally, various members of congress have supported decentralization. Traditional 

parties are usually cited as one of the main reasons that decentralization did not occur; 

there are some exceptions, however, as some members of congress have fought for 

decentralization. One reason for congressional support of decentralization is that more 

deputies have experience as regidores or alcaldes. The participation of these individuals 

in the congress generally contributes to the further advancement of municipal issues and 

ensures some sympathy for these issues in congress. Jose Vargas, an assistant to the 

mayor of San Jose, commented that decentralization is happening now because congress 

has more members who have been in municipal government, know municipal problems 

first hand, and are playing a bigger role in congress. So decentralization is now on the 

agenda. Before, reform was done through the isolated efforts of the few people who were 

pro-municipality.^^ At the end of the 1980s, these people arrived at the national level in 

greater numbers. Having seen both sides, representatives realized that it was inefficient 

and impractical for the national deputies to manage everything, which also limited 

municipal autonomy.^"* 

While in some cases pro-decentralization deputies have been members of 

traditional parties, the increased representation gained by "third" parties has also helped 

put the issue squarely on the table. Deputies such as Jose Manuel Nunez from Fuerza 

Democratica seemed very concerned with initiating and passing decentralizing 

Sergio Araya Alvarado, interview by author. 
Mario Vargas, assistant to the mayor/alcalde of San Jose, interview by author March 

16, 2000. 
^•'Edgardo Araya, interview by author. 
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legislation. They want to force the traditional parties who frequently merely talk about 

decentralizing to actually do something. 

NATIONAL, NON-GOVERNMENTAL ACTORS 

While there has been some government support for the process of 

decentralization, nadonal non-governmental groups have been more active in pushing 

decentralization. The most important (and really the only) actor in this category is the 

UNGL (National Union of Local Governments). The UNGL representatives a voluntary 

union formed by the municipalities. According to its pamphlet, "The UNGL is the entity 

that meets and politically represents the national municipalities in all the country; with 

the end of bringing to the national government, and to the same municipalities, the 

modem politics and principles that need to be made to local government to bring about 

decentralization and, with it, cantonal developmsni." Among the UNGL's principal 

objectives are 

"To promote and support functional political and administrative 
decentralization of the Costa Rican state to favor the fortification of local 
government. To represent the interest of the municipal regime and 
promote the effective realization of political, financial, judicial, and 
administrative autonomy of local government, promoting the democratic 
and participative principles in each of these. To represent the Municipal 
Regime before the Executive Branch, its ministries and autonomous 
institutions, the Legislative branch and its special commissions. To 
maintain and develop a permanent interchange of ideas and experiences in 
the municipal field with international organizations, institutional 
authorities, functionaries, and experts by way of meetings, seminars, 
national or regional congresses" (UNGL). 

The UNGL has helped to bring about decentralization by acting as a constant 

advocate for the municipalities before the congress and the executive branch. It has 

Deputy Jose Manuel Nunez Gonzalez, interview by author. See also Nunez Gonzalez 
(2(XX)). 
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proposed various changes to the Municipal Code and lobbied members of congress to 

gain their support. UNGL leaders have testified before the committee on municipal 

reform. The UNGL supported the passage of the Ley de Impuestos de Bienes Inmuebles 

(Property Tax). In concert with the IF AM, the National Property Registry, and technical 

organizations it is working to reform the inter-institutional property value assessment 

system, since after 2001 municipalities will be responsible for doing their own property 

values. It supports measures to increase both the quantity and professionalization of the 

municipal staff. 

The cases of Colombia and Venezuela demonstrated the advantages of forming 

groups like this. In those countries, the municipalities decided to overcome the collective 

action problem and to organize in order to more effectively lobby the national 

government. In Costa Rica, the UNGL has been relatively effective in terms of obtaining 

specific modifications to legislation and in proposing legislation. Beyond a doubt, there 

have been some positive steps toward decentralization because of the UNGL's efforts to 

pass specific bills. Beyond the UNGL, however, no other organizations have appeared at 

the national level to push for decentralization. 

LOCAL GOVERNMENT ACTORS 

At the local government level, two groups have been responsible for advancing 

decentralization. One is new parties, who have been most successful at the local level. In 

1986 only 2.6% of all regidores (councilmen) were from parties other than the PUSC or 

PLN; that number increased slightly in 1990 to 3.2% and jumped to 12.3% in 1998. In 

addition, the number of new or third parties contesting these elections has increased as 

Benedicto Solis Rojos, Union Nacional de Gobiemos Locales, interview by author 
March 2, 2000. 
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well. Between 1986 and 1998, the number of third parties with representation increased 

almost 300%, from seven in 1986 to 21 in 1998 (see Table 6.5). In some cases, they have 

used this local base to get candidates elected to the national congress. 

These new parties have emerged with increased force and presence because of 

increased challenges to the credibility of traditional parties. Even members of the 

traditionally dominant parties recognized the growing discontent in the country and have 
Table 6. 5: Percentage shares of total regidores 

Party 1986 1990 1994 1998 
Union Social Cristiana 45.83% 52.48% 43.12% 47.98% 
Liberacion Nacional 51.59% 44.27% 50.0% 39.72% 
Fuerza Democratica 4.09% 4.22% 
Accion Laborista Agricola 0.57% 0.19% 1.23% 
Agrario Nacional 0.19% 1.30% 0.88% 
Movimiento Libertario 0.70% 
Yunta Progresista Escazucena 0.70% 
Independiente 0.19% 0.53% 
Integracion Nacional 0.53% 
Corridaba Siglo XXI 0.35% 
Del Sol 0.35% 
Guanacaste Independiente 0.37% 0.35% 
Nacional Independiente 0.35% 
Nuevo Partido Democratico 0.35% 
Rescate Nacional 0.35% 
Union General 0.40% 0.76% 0.35% 
Accion Democratica Alajuelense 0.20% 0.56% 0.18% 
Alajuelita Nueva 0.20% 0.19% 0.19% 0.18% 
Autentico Limonese 0.20% 0.19% 0.19% 0.18% 
Convergencia Nacional 0.18% 
Humanista Montes de Oca 0.18% 
Independiente Belemita 0.18% 
Pueblo Union 0.79% 1.15% 0.18% 
Alejuelense Solidario 0.20% 
Alianza Popular Coalicion 0.40% 
Heredia Independiente 0.19% 
Nacional Democratico 0.20% 
Vanguardia Nacional 0.37% 
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decided to take steps to help ease that discontent. Members of congress also expressed a 

concern with declining participation and involvement. According to Deputy Walter 

Munoz (PIN), the traditional parties allowed for the election of mayors in order to 

address their lack of credibility. He went so far as to insist that it is not sufficient to elect 

mayors and representatives, and that groups in civil society should be invited to engage in 

planning and decision-making.^' Carlos. Rouersse, head asesor for the PLN, also 

acknowledged that electing the mayor may be a way to help decrease discontent and 

change the democratic culture. He said these changes came about because of popular 

protest.^^ This is consistent with the survey data in tables 6.3 and 6.4 showing decreasing 

approval for the direction politics in the country are taking. Thus, it is likely that as these 

new parties gain increased representation at both the local level and the national level 

they will work to advance decentralization.^^ 

Local governments have also worked to promote decentralization despite their 

position of weakness and frequent domination by the national government. Their relative 

weakness helps to explain why the steps they have taken to support decentralization have 

been very timid. On the one hand many people in municipal administration believe that 

the deputies should be intervening in their affairs. Rebecca Araya, assistant to Deputy 

Irene Urpf Pacheco, estimates that deputies representing poor cantons (like Deputy 

Pacheco) sp)end at least 70% of their time tending to municipal issues; this leaves little 

time for the business of the congress. They have to deal with issues like the mayor 

Deputy Walter Mufioz C., Partido Integracion Nacional, interview by author February 
29, 2000. 
38 Carlos Rouersse, interview by author 
39 Third parties have been included in the category of local actors because while they 
have won some seats at the national level they have had more influence at the local level, 
in some cases winning enough seats in the council to appoint a mayor who is not from the 
PLN or the PUSC. This happened recently for the first time in Escazu. 
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coming to them to ask for money for various projects like adding a schoolroom or 

extending the landfill. In some cases, she said the mayors call the deputy for legal advice 

because they do not trust their own legal staff. In addition, due to poor preparation and 

organization, the municipality might call to ask for things like the phone number of a 

ministry. In addition, the alcalde encourages deputies to meddle in municipal affairs by 

asking the deputy to call the regidores and "remind" them of agreements."*® Ironically, 

many municipal officials do not view this involvement as an impediment to 

decentralization. 

The reality is that even if the municipalities opposed national government 

influence they would be relatively powerless to stop it because of serious differences in 

capabilities. The statistical analysis revealed that lower levels of decentralization (both 

fiscal and political) occurred in countries with low levels of development. This was 

interpreted to mean that in cases where local government was likely to fail, it would not 

be given the chance to do so. While Costa Rica scores well on development indicators 

such as literacy and GDP/capita, development is not equally distributed. The large 

metropolitan area of San Jose is better able to bargain with the national government as an 

equal than are the poor municipalities in the province of Puntarenas. 

This traps most poorly developed municipalities in a vicious cycle where their 

low capacity makes them unable to press for many services, but the rationale given for 

not transferring services is that their capacity is too low. Deputy Aguiluz (PLN), herself a 

former alcalde, commented that technical and administrative capacity are low because 

the municipalities lack specialists.'*' Mr. Rouersse, PLN head asesor, agreed with this, 

Rebecca Araya, Assistant to Deputy Irene Urpi Pacheco, Partido Unidad Social 
Cristiana, interview by author March 6,2000. 
41 Deputy Virginia Aguiluz Barboza, Partido Liberacion Nacional, interview by author 
March 1, 2000. 
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saying that administrative infrastructure in the municipalities is not sufficiently 

developed. This is compounded by a lack of icnowledge about municipal administration."*" 

These problems result in the municipalities having low credibility with the 

citizens. A regidor from the municipality of Moravia told me that very few people came 

to the council with {petitions, but that did not bother him because there is very little they 

could do to respond to them. He said, "I am being self-critical, but we suffer from a lack 

of vision, too. The alcalde's usual response to people with petitions is to send them off to 

the ministry to ask for support. People are angry because the municipality does not do 

much. However, the problem is that all the taxes go to the Caja Unica (Central 

Government Account). Therefore, the people think the municipality does not do much but 

the problem is that taxes do not stay in the municipality." In summary then, while the 

municipalities have supported decentralization and have been a springboard for deputies 

supportive of decentralization, they have not had the ability to force decentralization 

upon actors opposed to it. 

The Opponents of Decentralization 

In the previous section I explained how quite a few actors have supported 

decentralization, in this section I turn to those who have not embraced decentralization. 

These actors have in general used their power to first keep decentralization off the agenda 

and then to block decentralization when it did come up for discussion. Above I identified 

both government and non-govemment actors at the national level and government actors 

at the local level wh9 have pushed decentralization. However, all opponents of 

decentralization have been part of the government at the national level. The two most 

Carlos Rouersse, interview by author 
Sergio Araya Alvarado, interview by author. 
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powerful and influential opponents of decentralization are the traditional political parties 

and most presidents. 

In discussing the role that political parties have played in promoting 

decentralization I mentioned that there have been occasional supporters of 

decentralization from among the traditional parties. In general, though, deputies from 

minor or smaller parties have played a greater role in advancing decentralization. This is 

because the two dominant political parties [Unidad Social Cristiana (PUSC) and 

Liberacion Nacional (PLN)] have generally resisted efforts to limit their power and their 

influence, leading them to oppose decentralization. Deputy Otto Guevara from the 

Libertarian Movement commented that he has attended many different forums where 

everyone agrees that Costa Rica is a very centralized country, agrees it needs to 

decentralize, and agrees on the steps. "The political, dominant, governing class has not 

made these decisions, because inevitably this signifies a signiflcant loss of power." He 

said, "This is the principal obstacle to decentralization in Costa Rica." He cited an 

example of a PLN pre-candidate, Rolando Araya, who is presenting decentralization as a 

campaign theme. Guevara suggested I ask him "why do you [your party] not actually do 

this in congress? You have many deputies and you have had a majority in congress so 

why do you talk but not act? Why does it cost so much to make this go from statement to 

action? You have ten or eleven people there, why not do something?"''^ 

Deputy Guevara is not the only deputy representing a minority party who feels 

that the traditional parties talk more about decentralization than they act. Deputy Walter 

Munoz (PIN) commented that it is unlikely the current congress will push 

decentralization since it is already in its second year and congress moves slowly. He said. 

^ Deputy Otto Guevara Guth, Partido Movimiento Libertario (PML), interview by author 
March 2, 2000. 
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"The congress will not consider decentralization because the traditional parties are not 

interested in decentralization, not because there are other more urgent issues.""" 

Finally, Deputy Nunez (PFD) argued, "Partyism is the cancer that corrodes 

democracy in Costa Rica, the agreement between Social Christian Party and National 

Liberation. They cannot permit this situation [decentralization], because to maintain 

control they require the right to nominations over the base dependents of the parties."''^ 

Both regidores and deputies are elected from closed lists, which ensure compliance and 

party discipline at all levels of government. The national party leadership generally has 

tight control over the order of the list, which means that loyal followers are most likely to 

get "electable" spots on the lists. The election of the mayor as an independent figure 

would mean that a person could run on his or her strengths, not the party label; this would 

weaken the control of party elites. 

"The influence of the national political parties limits the condition of the election 

of the Regidores, Smdicos and the Municipal Executive, the pieople charged with 

advancing the process, and the better development of the municipal attributes" 

(Fundacion DEMUCA, 1997, p. 116). Thus, there is strong evidence that traditional 

political interests have worked as hard as possible to block decentralization because they 

fear it would limit their power and influence. Traditional parties in congress have 

benefited from centralization because it is the congress that must approve the budget (and 

the president lacks veto power). In a highly centralized country like Costa Rica, that can 

translate into significant benefits for traditional parties. 

Likewise, the traditional parties when controlling the presidency can also benefit 

from centralization. The party that wins the presidency controls a substantial number of 

Deputy Walter Munoz C., interview by author. See also Munoz (2000). 
Deputy Jose Manuel Nunez Gonz^ez, interview by author 
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executive branch appointments, as the ministries are responsible for providing a 

substantial amount of public services. To the extent that decentralization particularly of 

services and functions occurs, the national-level victors would lose these positions and 

would thus have fewer ways to reward loyal followers. This helps to explain why 

presidents have few incentives to support decentralization. Sergio Araya at the ICEP 

commented that the national government was restructuring to decrease the appearance of 

centralism. Costa Rica is a case of deconcentration. where services are transferred to 

government agencies or the national government opens regional branches of a ministry."*' 

Araya is not the first to comment on the fact that the executive branch has tried to hide 

centralization by deconcentration. By engaging in deconcentration, the government can 

appear to be sharing power, without really giving the municipalities increased power. 

This allows the central government to retain control over national policies and the 

corresponding resources. "It gives the impression that the governmental actors are in 

agreement with decentralization to the extent that it does not touch centralism" (Rivera 

Araya, 1997, 23). This may help to explain why a given government does not move to 

advance decentralization even though it promoted it in the campaign. This is 

demonstrated in the deconcentration of the hospital system discussed above. 

A second reason why presidents have opposed decentralization is that it can result 

in a decrease in presidential power. This would be especially true if the reform of article 

170 of the constitution passed. In that case, the president would have to contend with a 

substantial decrease in the budget. Moreover, since the proposed transfer gives the 

municipalities the funds without giving them additional service responsibilities, this 

would not decrease the burden upon the ministries to provide these services. In addition 

to party politics, this helps to explain why the reform did not pass before. Asesor Araya 

Sergio Araya Alvarado, interview by author. 
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speaking about the prospect for reforming article 170, noted that it appears unlikely to 

pass despite the fact that all the current members of the committee signed the affirmative 

report. For the executive it means a big decrease in resources, so the president seems to 

oppose it. There is some support for it among the deputies, but this is not strong. It is 

going to cost a lot, and so he is not sure the political will exists to pass it. Despite the fact 

that he is also a member of a municipal council, he expressed doubts about the need for 

•48 the reform as well. 

The final government dctoi , which has frequently limited the authority of the 

municipalities, is the Sala Constitucional, which is part of the Supreme Court."*' In 

general the municipalities have a relatively free hand with minor regulatory power within 

the municipality, including things such as granting liquor licenses. However, intervention 

by the executive branch has reduced their autonomy even in this area. For instance, the 

municipality may choose to deny a bar a liquor license for valid reasons, such as the bar 

is selling to minors or otherwise abusing the license. However, intervention by the Sala 

Constitucional can force the municipality to grant the bar's license, significantly reducing 

the municipality's regulatory power. This restriction of licenses has decreased municipal 

autonomy with people getting licenses for construction, liquor, and holding public 

festivals by making end runs around the municipality.^" 

Edgardo Araya, interview by author. 
The Sala Constitucional was created to defend citizens by acting as an ombudsman. 

Theoretically, it is a place where citizens' complaints against the government can be 
heard and resolved quickly. 

Interview by author with a municipal official who asked not to be quoted as the source 
of this remark. 
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Table 6.6: The Supporters and Opponents of Decentralization 
Proponents of Opponents of 

Decentralization Decentralization 

Government 
National 

"Minor" parties 
Presidents 

IFAM 
Triangle of Solidarity 

Congress 
Traditional Political 
Parties 

Presidents 
Government 

Local 
Local Governments 
New Parties 

Non-
Govemmental 

National 
Union Nacional de 
Gobiemos Locales -
UNGL 

Non-
Govemmental 

Local 

Why the Opponents Have Generally Won 

Substantial support for decentralization in Costa Rica has come from both the 

national and local levels and at the national level from both governmental and non

governmental entities. Strong opposition to decentralization, though has generally been 

concentrated at the national level. Table 6.6 provides a complete listing of the opponents 

and proponents of decentralization. 

Table 6.6 highlights the fact that national-level actors who both opposed and 

supported decentralization have played the biggest role. In Costa Rica, there have been 

very few local-level and non-governmental groups involved in the process. It should not 

be surprising that there are not many local non-government groups that opposed 

decentralization; after all, we would expect this to be the most suppKsrtive category. 

However, the absence of actors at the subnational level who have supported 

decentralization strongly and actively is worthy of note. In particular, there have not been 

public protests demanding decentralization. Public protests were a major force for 
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decentralization in both Colombia (see chapter 5) and Venezuela (see chapter 7) and 

convinced national p>olicymakers of the importance of undertaking decentralizing 

reforms. The absence of these protests is significant as it implies to the government that 

civil society is not interested in decentralization. 

A related factor helping to explain why decentralization has not moved forward is 

the lack of will in congress. Costa Rican presidents possesses relatively few 

constitutional powers and instead must rely on co-partisan support in congress.^* In the 

statistical analysis, presidential decree power was found to increase the chances of 

decentralization. Consequently, the absence of that power may help to explain the 

slowness of decentralization. The imbalance of power between the two actors explains 

why even the few reform-minded presidents have failed to successfully implement 

decentralization. Traditional parties have benefited from the controlling executive 

appointments. The closed-list system with prohibited immediate re-election means that 

deputies in congress will support the interests of party leaders, which may or may not 

coincide with the interests of the people they represent. 

Centralization is self-perpetuating as the municipalities have been ineffective in 

preventing the transfer of undesired responsibilities, let alone dictating other aspects of 

the process. This is perhaps best summed up with a comment from a regidor in Moravia: 

"We keep getting given duties but not the resources. For instance, the Ministry of Health 

just emitted a decree saying the municipalities must now keep the registry of dog 

licenses. Therefore, the municipality is now responsible if a rabid dog bites someone. We 

cannot even get the property list to collect the property tax. How are we going to hire 

In other words, the president ranks high on the Mainwaring and Shugart scale of 
partisan powers even though the scale places him in the potential marginal category in 
terms of constitutional powers. Most Costa Ricans do not make this distincdon, however, 
and in fact several of them conmiented to me on how powerful the president was. What 
they are really referring to are his partisan powers, not his constitutional powers 
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someone to keep track of the dogs? However, this is a way for the Ministry of Health. 

like Pontius Pilate, to wash its hands. 

The relative imbalance of actor strengths means that the national government is 

able to block the process of decentralization and the municipalities cannot adequately 

respond. The technical and administrative weakness of the municipalities, a situation 

perpetuated by the national government, reinforces their weakness and provides them 

with few tools to change the situation. Finally, the absence of public protests demanding 

decentralization has allowed the traditional parties and therefore the national government 

to dictate the fate of decentralization. 

Decentralization in Costa Rica is less advanced than in either Colombia or 

Venezuela. In both political and fiscal terms, Costa Rica can, at best, be classified as 

deconcentrated. The municipalities do have some tax power, but it is severely limited by 

law, tutelage by the Controlaria, and intervention from the national government. 

Additionally, in political terms the municipalities have very few responsibilities and do 

not yet have elected mayors. 

1 asked several deputies if they thought decentralization was more advanced in 

fiscal or political terms. Deputy Nunez (PFD) remarked, "I don't believe it is developed 

in either of the two. We have had timid manifestations, but this is a country with a 

centralized tributary structure and the property tax is weak in comparison to what it could 

be. Everywhere else local government has responsibility for the property tax—including 

Europe or Nicaragua—and if we look at your comparative cases we are weak."^^ Deputy 

Walter Munoz (PEN) thought that decentralization was a bit more advanced in fiscal 

Sergio Araya Alvarado, interview by author 
Deputy Jose Manuel Nufiez Gonz^ez, interview by author. 
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terms but stressed the overall centralization of the country. He claimed centralization 

occurred because the country has a representative presidential democracy where all 

decisions are made in San Jose. The big decisions are made in Asemblea Legislativa or 

by the executive; this is where the country is run. Municipalities have little discretion for 

decisions and how to spend money.^"* 

It is worth repeating that although most actors recognized the extreme 

centralization of the country, they also recognized that decentralization was beginning to 

make its way onto the agenda, and many did in fact support decentralization. There was 

some sense that it would quite likely happen, even if it did so slowly. Decentralization is 

unlikely to be reversed; and will probably continue to advance. As Deputy Aguiluz said, 

"1 believe that it has to advance, but it must advance with these two things: giving them 

more resources and increasing the capacity of the municipal structure." Whether it does, 

of course, remains to be seen. 

Deputy Walter Munoz C., interview by author 
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Conclusion 

Before we write Costa Rica off as a case of national government dominance that 

is unlikely to be reversed, it is important to remember that the situation is expected to 

change dramatically in 2002 with the first popular elections for mayors. Nearly everyone 

I spoke with expressed great optimism about the effect that elected mayors were likely to 

have. Elected mayors are expected to push for decentralization and work to strengthen the 

municipality. No one has any evidence for this, since elections have not taken place. 

However, many people made strong claims about the increased power, prestige, and 

legitimacy they expect this figure to exercise. Since it appears that the mayor can be re

elected he or she will have powerful incentives to work for the municipalities, not the 

traditional parties. 

At the very least, the elected mayor will have the power to act as a real 

spokesperson for the municipality and will be a stronger actors vis-a-vis the municipal 

council. Currently, the alcalde/presidente municipal (mayor/municipal president) is 

subject to the whims of the council. As Asesor Araya commented, the strong alcalde is 

the figure who can do the most for the community. The Consejo Municipal (municipal 

president) could remove the Presidente Ejecutivo relatively easily. To get rid of the 

alcalde is harder as it will require two-thirds of the popular vote. This will increase the 

strength and security of the alcalde to act in an independent manner from the council. 

Mario Vargas, the assistant to the alcalde of San Jose made a similar point, saying that 

the elected mayor should also lead to greater stability in the office. Right now, the 

council can vote him out easily, so the alcalde really ends up being the servant of the 

council and does not have any independence.'^ 

Edgardo Araya, interview by author 
Mario Vargas, interview by author. 
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Vargas also made another interesting argument; Mayoral elections will increase 

the quality of candidates. He thought that if people had to run on their own name and not 

just the party label, the result would be better candidates who are more politically savvy 

and more prominent." He is not alone in this view. The president and founder of PALA 

(Partido Accion Laborista Agricola), Solis Blanco, commented that already with the 

proliferation of new parties candidate quality has improved. He noted that in areas where 

his party ran strong, there were overall better candidates from the two major parties. He 

hoped that now Costa Rica would have better people running for office all over the 

country and that this would increase participation and help consolidate democracy.^® 

Mario Vargas, interview by author. 
In fairness to Mr. Solis Blanco's comments, it is also necessary to note that he has 

expressed mixed feelings about decentralization. On the one hand, he does believe it can 
help improve the functioning of public services. However, he is concerned about what 
will happen to the rural regions, which are where his party draws most of its strength. 
Alberto Solis Blanco, Founder of PALA (Partido Accion Laborista Agricola), interview 
by author February 29, 2000. 
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Chapter 7: The Process of Decentralization in Federal States: 
The case of Venezuela 

Decentralization has had some good aspects but also some mistakes. At 
some levels, there have been deformations, and mutations. However, this 
does not mean that we should solve these errors by eliminating 
decentralization and going with more centralization. On the contrary, what 
we need to solve these weaknesses is more decentralization. (Mayor Saady 
Bijani)' 

Despite adopting a federal structure after independence, the process of 

decentralization within Venezuela did not advance significantly until the late 1980s. Still, 

decentralization in Venezuela has not yet reached the level that it has in the other federal 

countries in Latin America or elsewhere in the world. Thus, one of the surprises that this 

chapter addresses is why decentralization did not really occur prior to 1988, and then 

came suddenly. 

I begin the chapter by discussing the historical evolution of decentralization in 

Venezuela, tracing the major steps in the process. In the second half of the chapter, I 

discuss the roles that the major actors have played and how their relative strengths and 

weaknesses explain the level of decentralization. 

The Process of Decentralization in Venezuela 

Decentralization in Venezuela began in the 1980s and has moved forward 

primarily through laws and presidential decrees. Before 1999, constitutional change was 

a less important component. This section traces the process of decentralization in 

Venezuela. 1 begin by looking at the historical basis of decentralization in Venezuela and 

considering the roots of federalism. 

The Venezuelan federal state was created with the 1811 constitution— 

immediately after independence from Spain. In Venezuela the war of independence was 

' Saady Bijani, mayor of San Francisco, Zulia, interview by author, November 10, 1999. 
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long and hard-fought. This resulted in an extremely centralized state because Simon 

Bolivar was very pro-centralism, recognizing its utility in fighting a war. After Venezuela 

separated from Colombia, two groups began to form: those in power and the opposition 

who backed the federal republic. The resulting Federal War was terrible, and in the 

constitutional convention that followed the peace settlement the "opposition" largely 

wrote the constitution, choosing federalism to spite the defeated." The resulting state, 

which replaced the highly centralized Spanish monarchy, was a federation (Brewer-

Carias 1996). The replacement of the centralized colonial regime with a nationally 

created federation has contributed to federalism that is more centralized than most of the 

other federations in Latin America. It did not emerge from the unification of different 

territorial units but resulted from a national level elite-led process. Top-down 

development of federal states usually means that residual power will be left with the 

national government, not the states (Riker 1964). 

Decentralization was discussed again in the constituent assembly of 1961. 

However, the opponents of decentralization won and the resulting constitution retained 

the older model of federalism. While the 1961 constitution retains a federal form, a 

tremendous number of competencies are given to the presidency of the republic.^ This 

has led some observers to comment that federalism only exists on paper. According to 

Brewer-Can'as (1994), the state remained a centralized federation until 1990. During this 

period, democracy increased and became stable and the rule of the parties was 

consolidated. In general, from the adoption of democracy in 1958 to the 1990s there was 

almost no disruption in this pattern of central control. However, as will be discussed in 

" Deputy Ramon Guillermo Aveledo (COPEI), member of congress, interview by author, 
November 1, 1999. 
^ Deputy Yldefonso Finol, National Constituent Assembly, interview by author, 
November 12, 1999. 
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detail in the next section, the situation changed dramatically around the time of the 1988 

campaign. In a few short years the level of centralization dropped rapidly. 

The first advances were made in political decentralization and sought to open the 

political space. Decentralization began with two 1988 laws that created a popularly 

elected mayor and made the governor an elected figure. The process moved forward in 

1989 through the Organic Law of Decentralization, Delimitation and Transfer of 

Competencies of Public Power. 

Among the changes made in 1988 was the change from the appointment to the 

election of mayors and governors. The move to elect sub-national officials was 

accomplished through two major laws: "Law Regarding the Election and Removal of the 

Governors" (LERG) (passed August 28, 1988) and the " Organic Law of the Municipal 

Code" (LORM) (as revised October 10, 1988). The original Regimen Municipal 

(Municipal Code) was passed in 1976 and was the first attempt to write a coherent set of 

national laws and regulations to govern all municipalities in the country.'* "The 

municipality constitutes the primary and autonomous unit within the national 

organization established in a defined extension of the territory...and its organization will 

be of a democratic character" (article 3, 1978 Regimen Municipal, author's translation). 

Despite this favorable language, it was not until the 1988 revision tliat the position of 

mayor was created and made elected. Before 1988, local government consisted of an 

elected council who in turn elected a president from among their number. In 1988 this 

president was converted into an independent figure, the alcalde (mayor), who would 

^ It should be noted that the Federal Republic of Venezuela is composed of 22 states that 
are governed by a popularly elected governors. The states are subdivided into 
municipalities. As in the other countries, the municipalities are probably more equivalent 
to counties in the U.S. Each municipality is governed by the alcalde (mayor). 
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stand for popular election. In effect this change created an executive branch at the local 

level, where there had not been one before. 

Prior to 1988 and the "Law regarding the election and removal of the governors of 

the states," the president appointed state governors.^ The law also established a one-term 

limit with no immediate re-election for governors (however, like the president, they can 

run again if they sit out two terms). The elected governor retained a unique feature the 

appointed governor had enjoyed, giving him a double character. The governor is the chief 

of state, but he/she is also a representative of the national government.^ The power of 

governors is also regulated by the "Law regarding the period of the executive power of 

the state." This law established a five-year term for state governors and deputies to the 

state assembly. However, in 1989 the law was changed to decrease the term from five 

years to three years. 

The other major step was to endow these newly elected governors with the ability 

to assume a series of public services. This occiured with the passage of the "Organic Law 

of Decentralization, Delimitation, and Transfer of Competencies (LDDT)." The goal of 

this law is to "promote administrative decentralization, delimit the competencies between 

the national power and the states, coordinate annual investment plans, determine the 

functions of the governors as agents of the national executive, and determine the sources 

^ This law was modified in April 1989. The changes made were relatively minor and 
were mostly to clarify vague areas and to comply with the fact that elections could not be 
held on the date envisioned in the original law as a new Organic Law of Suffrage was 
required but had not yet been adopted (Exposition of Motives). 
According to Jorge Sanchez Mclcan this double character led governors to cooperate with the national 

government. This inter-relation of power has given coherence to the state and permitted the national 
govemmcnt to transfer more power. The new constitution will take away this double character and the 
governor will just be chief of state. In S^chez Melean's opinion, this could ultimately be bad because the 
national government will create a new position in the state to act as its representative. This is already 
evident in Chavez's proposed territorial ministers. The loss of the governor's coordinating function could 
ultimately weaken the office (Jorge S^chez Melean, academic and member of COPRE-Zulia, interview by 
author, November 9, 1999). 
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of income for the states" (author's translation, article 1, LDDT). The LDDT established a 

series of procedures by which various competencies could be transferred from the 

national government to the subnational governments. Chapter 2 of the law spells out the 

following 18 shared competencies that can be assumed by the states: 

1) planning, coordinating, and promoting their own development; 

2) protecting the family, especially children; 

3) improving living conditions among the rural population; 

4) protecting indigenous communities, including preserving their cultural traditions 

and their rights to the land; 

5) education; 

6) culture; 

7) sports, physical education and recreation; 

8) employment services; 

9) programs for human development including learning, qualifications, and 

professional development; 

10) promoting industrial and commercial agriculture; 

11) conserving, defending and improving the environment; 

12) territorial organization; 

13) executing public works relating to highways; 

14) low-income housing, both rural and urban; 

15) consumer protection; 

16) health and nutrition; 

17) scientific investigation; and 

18) civil defense. 
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It also allowed the states to request responsibility for the following exclusive 

competencies: 

1) control of paper with the official seal (papel sellado); 

2 )  regulation, administration and exploitation of non-precious stones; 

3) highways, bridges, and toll roads; 

4) organization, control, collection and administration of consumption taxes not 

reser\'ed for the national government; and 

5) administration and maintenance of ports and airports. 

Even once the states assumed the shared competencies, the national government would 

still retain part of the responsibility for their provision. The five exclusive competencies, 

once assumed, become purely the responsibility of the state; this means it can keep any 

profits made in these areas. The details of this process were not very clearly specified in 

the law and were established in detail in subsequent presidential decrees (2297 in June of 

1992 and 3250 in December of 1993). 

The resulting process of transferring a competency is as follows: First, the 

governor sends a bill to the state legislature for approval, proposing that the legislature 

request this competency. Second, the governor presents a solicitud de tranrferencia 

(solicitation of transfer) to the appropriate ministry. Third, the state signs an acuerdo 

previa (preliminary accord) with the ministry indicating preliminairy agreement for the 

transfer. Fourth, the acuerdo previa is sent to the national senate for its approval. Finally, 

once they have senate approval for the transfer, the governor and the minister sign the 

convenio defenitivo (definitive covenant), which formalizes the transfer and makes the 

state responsible for this service.^ However, the majority of requests for shared 

' It is not clear how this will work under the new constitution, which abolished the Senate 
leaving only one chamber. Most likely in this case the National Assembly will have 
responsibility for approving transfers. 
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competencies are stalled at the acuerdo previa stage/ Most of the competencies that have 

been assumed by the states have been the exclusive competencies—with ports, airports, 

highways, and bridges being the most popular. There are two reasons for this. The first is 

that since they are exclusive they have in general been the easiest to assume complete 

control over. Second, these are also the most likely to become profitable in the short run. 

However, as many states tried to assume competencies they found that in addition to 

assuming current responsibility they also had to assume full responsibility for the pasivos 

laborales (labor debts). In many cases, this meant keeping the full staffs of educational 

and health care facilities or to compensate the staff before laying it off.' Additionally, the 

complex nature of the process has made it far less desirable for the state to assume many 

of the shared competencies. 

Of the 18 concurrent competencies, sports has been most transferred, with all 

states having begun and 11 out of the 22 states completing the process. The second most 

transferred competency is family and children, with seven states completing the process 

and nine more states having sought the initial transfer. Among programs that are harder 

to administer, such as health care, only two states (Lara and Aragua) have assumed full 

responsibility even though 19 have begun the process. In terms of education, only three 

out of the 20 requesting it have completed the transfer. Some states are clearly more 

decentralized. For instance, Aragua has assumed competencies in seven areas and begun 

the process in seven others, and Lara has achieved decentralization in six areas and begun 

the process in eight others. Among the least decentralized states are Amazonas, Apure, 

^ Angel Marquez, Oficina de Planacion y Estrategia, FIDES, interview by author 
November 3, 1999. 
^ In a survey conducted by lESA, 12 governors identified this as one of the biggest 
difficulties with assuming concurrent competencies. The other noticeable problems were 
elevated costs (cited by 8) and central government resistance (cited by 7) (Barrios 1998). 
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Barinas, Cojedes, Delta Amacuro, Guarico, 'and Sucre, which have not obtained 

responsibility in any area (de la Cruz, 1998). 

This discussion highlights one of the most striidng things about decentralization 

in Venezuela, namely that it is immensely heterogeneous. Some states have assumed a 

full range of services while others have chosen to leave responsibility for providing these 

con-ipetencies in the hands of the federal government. The LDDT can lead to high levels 

of decentralization or low levels of decentralization depending almost completely upon 

the will of the states. If the Venezuelan states all assumed all the competencies they 

could, Venezuela would be among the most decentralized countries in the world. As it is, 

they have not moved in that direction. 

Thus, by 1990 political decentralization was relatively advanced with elected 

governors and a long list of competencies the states could assume. Unlike in Costa Rica 

and Colombia, in Venezuela political decentralization actually preceded fiscal 

decentralization. With the exception of the situado constitutional (constitutionally 

guaranteed allocation), fiscal decentralization in Venezuela came after, and in some ways 

resulted from, political decentralization. 

Fiscal Decentralization 

I begin this section with a brief review of the financing mechanism for state and 

local government and then consider the changes to it. 

For much of the democratic period the states have depended upon transfer from 

the national govemment to finance their expenditures. It is only recently that there have 

been moves to transfer some additional funds to them. Fiscal decentralization has taken a 

peculiar form. National govemment responses to calls to give the states greater resources 

have been met with additional transfers, rather than assigning tax powers to the states. 
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For the departments, the first step toward fiscal decentralization was the 

establishment of the situado constitucional. This is a constitutional provision 

guaranteeing 20% of federal income to the states. These transfers are guaranteed in the 

1961 constitution and are intended to finance state government. One of the reasons for 

this centralized system of financing is that the single biggest source of government 

income is oil rents. Once these are collected by the national government, they, along with 

the Value Added Tax (VAT or FVA), are then shared out proportionally with the states 

and municipalities. The only restriction on how the situado can be spent is that, at a 

minimum, states must spend 50% on public investment (30% for municipalides). The rest 

is discretionary. However, most departments spend a substantial percentage on 

administrative costs, limiting their flexibility.'" 

Table 7.1; Income sources for subnational governments in Venezuela 
States Municipalides 

Intergovernmental transfers Situado constitutional 
FIDES 
Asignaciones Especiales 

Econdmicas 
Other transfers 
Special support 

Situado municipal 
FIDES 

Own resources Income from exclusive 
competencies [services 
like tolls, taxes at ports, 
airports, etc., sealed 
paper (papel seilado)] 

Sales and administrative 
services 

Interest 

Taxes 
Commercial License 

tax 
Property tax 
Other taxes 

Service fees 
Cemeteries, markets, 

gas, water, electric 
service, etc. 

Income from property 
Income fi-om sales and 

administrative services 
Information taken from Barrios (1998) and Gonzalez (1998). 

Marquez, interview by author. 
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While stales do not have much in the way of their own tax base, municipalities 

can collect taxes in several areas. A brief listing of the various sources of income for both 

levels of government is contained in Table 7.1. For most municipalities the two most 

important taxes are Patente, Industrie y Comercio (PIC) and the Impuesto Inmovilario 

(Property Tax). PIC is a commercial or industrial license tax. The Impuesto Inmovilario 

is an urban land tax (the constitution of 1961, article 31, prohibits taxing agricultural 

land) (Gonzalez 1998). For most municipalities the PIC has surpassed the property tax in 

terms of importance. Municipalities prefer to charge businesses a tax rather than 

individuals because it is more profitable and causes fewer protests. Even so, the 

municipalities collect these two taxes without much seriousness; there is a committed tax 

effort only in the big cities. However, the World Bank is pushing a project to assess land 

values so the municipalities can improve property tax collection." 

This helps to explain why between 1995 and 1997 income generated by the 

exclusive competencies represented an average of only 2% of total income! On the other 

hand, the main source of state income, the situado constitucional, represented an average 

of 71.4% during that period (PNUD/BM/BID 1999). The states' dependence upon the 

situado is decreasing over time as is evidenced in table 7.2. According to Gonzalez 

(1998) the municipalities, in contrast, are less dependent upon transfers from the national 

government. In 1994 average municipal income from the situado was only 36.7% of total 

income. This implies that municipalities were better at generating their own income, with 

1994 tax revenue averaging 44.5% of total income. 

The one way both states and municipalities can generate their own income is by 

providing services for which they charge a user fee. In the case of the states, this is their 

" Rafael Romero, economist, interview by author, November 10, 1999. 
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only real source of income and it is derived from the exclusive competencies. For 

instance, they collect a departure tax at ports and airports or charge a toll to users of a 

bridge or highway. This means that in order to collect this revenue states must assume 

one or all of the exclusive competencies listed above. This is one of the reasons states 

have been more willing to assume the exclusive than the shared competencies; the 

exclusive competencies can be made profitable.'' However, in many cases the income 

from these never actually becomes part of the general treasury. Instead, it is put right 

back into the source in an effort to at least make these enterprises pay for themselves. 

Based on data for the state of Zulia, which has assumed responsibility for its ports and 

airports in recent years, these two categories as well as the state lottery are among the 

most profitable state sources of income. In all three cases, however, profits have been 

destined exclusively for auto-financing these particular services.'^ 

Table 7.2: State income by category 
1990 1995 1998 

Constitutionally guaranteed transfers (situado 
constitucional) 

89.9 83.0 60.4 

Asignaciones Econdmicas Especiales 
^Special income from hydrocarbon and mining 
production) ^ 

0.0 0.0 10.4 

FIDES {Fondo Intergubemamental para la 
Descentralizacidn ) 
Intergovernmental fund to promote decentralization 
and finance shared competencies ® 

0.0 0.0 8.6 

Own Income 0.3 3.2 1.9 
Special support 9.8 12.9 18.7 
Note: Taken from table 111.5 of PNUB/BM/BID (1999). 

The law creating this fund was not passed until 1996 and took effect in 1997. 
® FIDES was created by decree in 1993. Transfers did not become substantial until after 
1995. 

Jorge Sanchez Melean, interview by author. 
Romero, interview by author. 
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Within the past five years, two advances in fiscal decentralization have improved 

the financial situation of subnational governments. Following the passage of 

decentralizing legislation, congress became interested in trying to give more money to the 

states. In particular, the deputies from the state of Zulia were especially active in pushing 

for the adoption of the law regarding special economic transfers {Ley de Asignaciones 

Economicas Especiales). This financing mechanism transfers to petroleum-and 

hydrocarbon-producing states some additional money to compensate them for the 

externalities produced by these industries. Consequently, 70% of these funds (which is 

16.5% of hydrocarbon and mining activity revenue) are distributed to states that produce 

either of these resources, and the remaining 30% to non-producer states (PNUB/BM/BID 

1999). This fund was created because deputies from producer states claimed that they 

deserved compensation for the externalities in the production of oil and because they 

were contributing more to total government revenues than they received in transfers. 

Deputies from the state of Zulia, which is the major oil producer, were among the most 

active in leading the fight for the adoption of this bill.''* 

The second step toward fiscal decentralization was the creation of FIDES (Fondo 

Intergubemamental para la Descentralizaci6n/la\&xgo\e.mmcnia!L Fund for 

Decentralization) in 1993 by a presidential decree. FIDES was intended to help 

subnational governments finance the additional competencies they were expected to 

Rodrigo Cabezas, former deputy from MAS, interview by author, November 9, 1999. 
Cabezas was part of the committee that initially wrote the bill. He says that it still does 
not do enough to compensate the states since the central government is still keeping the 
lion's share of the income. The transfers from the Ley de Asignaciones Especiales and 
FIDES to subnational governments accounted for an average of only 4.3% of Gross 
Domestic Product, but central government revenues are closer to 16% of GDP over the 
last five years. The low value of transfers causes resentment in some states, like Zulia. 
They produce about 17% of GDP but they are transferred back much less (approx. 0.5%). 
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assume after the LDDT was passed. In part the government thought that states were not 

assuming responsibilities because they were limited by resources and that additional 

resources would further decentralization.'^ FIDES was also created in response to 

pressure that was being put on the national government by the regional governments to 

allow them to collect and keep all revenue from the VAT, ostensibly to finance 

decentralization. 

FIDES transfers 15-20% of VAT revenue to the states and municipalities. These 

resources are set aside conditionally—that is to say, the subnational governments must 

have an approved program/project to finance—before they get the money. The allocation 

must be used for investment. It is not supposed to be used for current expenditures, but in 

an "emergency," it can be used to cover parts of salaries.'' 

The value of the fund began to increase substantially beginning in 1995. The 

decree that created FIDES was converted into law by congress on December 3, 1996. The 

fund is divided so that 60% goes to the states and 40% to the municipalities. Allocations 

are based proportionally on population (45%) and territory (10%), as well as on an 

indicator to compensate for underdevelopment (45%). "The goal of FIDES is to support, 

administratively and financially, the process of decentralization, attending to the criteria 

of efficiency and inter-territorial compensation and regional development" (article 12, 

law that creates the intergovernmental fund for decentralization, author's translation). 

From the Exposition of Motives for the law it is clear that the authors want to increase the 

amount that is transferred because there has been a chronic tendency by the executive to 

A cause for concern is Article 55 of the law, which states that if there is a major reform in how states and 
municipalities are financed or a major revision of competencies and services, the President can declare the 
fund extinct and cancel its obligations. This may rcflect the somewhat transitory nature of the Velasquez 
govcmmcni. 

^ Marquez, interview by author. 
" Marquez, interview by author. 
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undervalue the fund and use the difference to cover its own expenses. The authors wanted 

to ensure that state and municipal finance is made easier. 

Constitutional Reform 

In November of 1999, a constituent assembly met and rewrote the Venezuelan 

constitution. This new constitution was approved by the citizens in December. It 

abolished the Senate, thereby establishing a unicameral system. It also significantly 

strengthened presidential power. While increases in the power of the president and the 

addition of popular referendum are likely to change the way politics are conducted in 

Venezuela, their impact upon decentralization remains unclear. There is informed 

speculation that the increases in presidential power will likely decrease the strength of 

other actors and increase centralization within the country. However, the constitution has 

not been in force long enough to document the effect these changes will have. (For more 

on the future of democracy in Venezuela see Rey 1998 and Levine and Crisp 1999. For 

more on the future of decentralization see Mascareno 1999.) 

Article 4 of the new constitution states, "The Republic of Venezuela is a federal 

state, decentralized in the terms enshrined in the constitution, and it counts on the 

principles of territorial integrity, cooperation, solidarity, concurrence, subsidiary and 

correspondence." However, the constitution also contains some provisions that would 

limit decentralization. The new constitution retains elected governors and mayors; 

however, it also makes some changes to the distribution of competencies. There was no 

move to increase the power of the states and municipalities. In fact, one of the articles, 

which spells out the functions and competencies of the federal government, could be seen 

as reducing decentralization since it reduces the number of exclusive competencies that 
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the states and municipalities have and gives the national government some additional 

authority to intervene in the shared competencies. 

The first version of the constitution the ANC approved would have given the 

states and municipalities extra tax powers and in fact would have allowed the states to 

create and collected a gasoline tax.'® However, this provision was eliminated in the 

second discussion and articles 185 and 194 spelling out state and municipal sources of 

income were changed. When I talked with Deputy Yldefonso Finol, he told me that this 

movement to give the states some tax power would have been one of the biggest 

advances for fiscal decentralization. However, the only provision under the current 

constitution is that the states may develop "Hacienda's Estatales" (State Finance and 

Credit departments) that can eventually perhaps levy taxes.'' However, the states and 

municipalities were lucky to not have decentralization reversed, as there were proposals 

to decrease their share of the situado to 15%. The Governor's Association (AGV) held a 

meeting to issue a statement protesting this reduction. They estimated it would have cost 

them 600 trillion bolivares (roughly $1 trillion) if the situado had been reduced to 15%."" 

According to the commission secretary from the Constituent Assembly 

Commission of Political Power, Alejandro Carrillo, decentralization is taking a step back 

in this new constitution. The government wants to decrease the number of municipalities 

at the frontier. The idea is that the fi'ontier, as a strategic area, should not have autonomy 

but, for security reasons should be controlled.^' 

In sum then, prior to 1988 very little decentralization had occurred. However, 

between 1988 and 1990 political decentralization in Venezuela advanced rapidly. It is 

La Nacion, November 3, 1999, page Dl. 
Deputy Finol, interview by author. 
El Universal, October 26, 1999, p. A3. 

"' Alejandro Carrillo, asesor (advisor) for the ANC commission on Political Power, 
interview by author, November 3, 1999. 
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during this period that the three most important laws affecting political decentralization 

(LLDT. LERG, and LORM) were passed. Furthermore, the nature of political 

decentralization in Venezuela has the potential to make it one of the most decentralized 

countries in Latin America, if the states so chose. In contrast, fiscal decentralization came 

later and has not brought the same level of autonomy. While the municipalities have a 

substantial amount of independence in creating and administering their own taxes, the 

same is not true of the states. The states are heavily dependent upon transfers from the 

national government {situado constitucional), something that did not change with the new 

constitution. Consequently, fiscal decentralization in Venezuela is somewhat less 

advanced that political decentralization. 

The 1999 constituent assembly was seen as a great chance to enhance 

decentralization. Despite several mentions in the constitution, decentralization was not 

advanced in any significant way in this new document. As former MAS deputy Rodrigo 

Cabezas noted, "many of think that at this moment of political change, with the ANC, 

this would have been a great opportunity to give a push to fiscal decentralization since 

many of these representatives do come from the provinces. This was a great chance and 

we hoped it would be a big theme of the provincial representatives, but that does not 

appear to be the case."^ Moreover, as will be discussed in the next section, a new group 

of actors has appeared on the scene. Their preferences and actions regarding 

decentralization have not yet been fully revealed. However, they are definitely likely to 

leave their mark on the degree of centralization in Venezuela. 

Ex-Deputy Cabezas, interview by author. 
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The Major Actors 

It is important to consider the roles that different groups have played in advancing 

the process of decentralization because it helps to explain why decentralization has taken 

the form it has. Also, the fact that in Venezuela the major decentralizing legislation was 

passed within a relatively short time indicates that a particular convergence of factors, 

including who was in power at that time, played a significant role. I begin by discussing 

the supporters of decentralization and then turn to a consideration of the opponents. I 

conclude the chapter by explaining why the supporters of decentralization have generally 

succeeded in brining about their cause. However, as in the other two case study chapters, 

I begin with a discussion of the way in which context affects decisions. 

The Context in which Decentralization Occurred 

In discussing why decentralization occurs, it is important to consider the context 

in which actors, games, and relationships take place. The national-level factors, identified 

in part through the statistical analysis, play a critical role in determining the preferences 

of actors. In Venezuela two contextual factors have been key in convincing the major 

actors that action was necessary and in making decentralization appear to be an attractive 

option. Structural adjustment and popular protests have both played a significant role in 

helping to convince leaders who were initially opposed to decentralization that it was the 

appropriate path for the country. These two factors are related, given that part of the 

reason for the protests was the fiscal austerity threatened by the structural adjustment 

agreements. 

Despite promises, Venezuela has been slow to actually adopt economic reforms. 

The lADB's index of structural policy adjustment increased only 50% between 1985 and 

1995 (from .304 in 1985 to .457 in 1995)."^ Recent presidents, and in particular Carlos 

It will be remembered from previous chapters that the structural policy index is a 
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Andres Perez, strongly supported neoliberal reform. There is also evidence to suggest that 

structural adjustment has changed the way policy makers think about the role of the state; 

they now embrace privatization. To a certain extent this reverses the long dominant 

CEPAL mentality, believing that a big state was key for development. The new mentality 

is the less the state does the better it will be.^"^ 

Unfortunately, structural adjustment and economic crisis have also created 

conditions allowing the government to argue that centralization is still needed. Segundo 

Melendez, president of the ANC committee on state and municipal reform, argued that 

some see economic crisis as a justification for centralizing power. When resources are 

tight, the national government can say the best, "most efficient" option is that it keep the 

resources. This way, duplication of functions by state governments is avoided." 

In response to the neoliberal reforms announced by the Perez government, the 

people took to the streets to demonstrate. On February 27, 1989 the population surged 

and demonstrated against the government in the famous "Caracaso." This was met with a 

brutal and severe repression. As a result, the political class, which until then had had its 

base in Caracas, needed to look for new ways to get legitimacy from the population and 

the reform that this began to take, though somewhat timidly, was decentralization.^^ In 

response to questions about why the federal government moved to decentralize, former 

deputy Rodrigo Cabezas told me that the government was reacting to popular demands 

composite index measuring reform in the areas of trade, taxes, finance, privatization, and 
labor. The IDB evaluated each one annually on a one-to-zero scale, summed them 
together, and then divided by five. The resulting index, calculated by the IDB annually, 
ranges from zero (no adjustment) to one (extensive adjustment in all areas). 

Deputy Aveledo, interview by author. 
Deputy Segundo Melendez, MAS, member of the ANC, president of the committee on 

the form of the state and issues of the states and issues of the municipalities and other 
federal entities, interview by author, November 3, 1999. 

Deputy Finol, interview by author. 
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for greater participation. It was a way to bring people closer to the government, and it 

also provided a way to relieve the pressure for these demands."' Alternatively, as Deputy 

David de Lima put it, "Democracy will not tolerate the concentration of pKJwer in the 

hands of an oligarchy. There was so much social pressure, they created the popular 

election of mayors and govemors as an escape valve for this pressure to distribute power 

that was concentrated in the national government."^® 

This also raises the possibility that the intent was not to create a decentralized 

system, but instead merely to appease the populace in the short term. In any case, the 

national congress, dominated by AD and COPEI, began to take the first steps toward 

decentralization with the popular election of govemors and mayors and the LDDT. This 

was a way to "dar respiracion" (give life) to the system in the face of social pressure. 

According to Deputy Melendez, despite the intention of these forces (AD and COPEI) to 

only use this as an escape valve, there was significant pressure for the process to 

continue. Once people got the chance to elect their mayor and governor they wanted to 

have a say in the decisions being made in society. Those who were elected also felt 

pressure and responded to it by looking for ways to increase participation.^' 

It does appear that these reforms and decentralization are beginning to resonate 

with the population. A 1998 survey of 1500 Venezuelans asked, "Another theme that is 

discussed is decentralization and the development of govemors and mayors; do you think 

that decentralization has been very good, good, bad or very bad for the country?" Of the 

respondents, 63.8% said decentralization had been good or very good, and only 3.7% said 

very bad (REDPOL98). A 1999 survey of 1200 households found that 80.1% of 

Ex-Deputy Cabezas, interview by author. 
"^Deputy David De Lima, president of ANC commission on Political Power, interview by 
author, November 4, 1999. 

Deputy Segundo Melendez, interview by author. 
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respondents supported giving governors and mayors greater responsibilities, and 58.3% 

supported giving the states the chance to administer some taxes (REDPOL99). Popular 

support for decentralization has played an important role. Even in academic circles, 

decentralization is clearly tied to popular participation. (For more on the role of 

legitimacy in Venezuela see Levine and Crisp 1995 and Crisp, Levine and Rey 1995.) 

These popular protests are important because they created a context in which 

decentralization was needed. Finally, it should be remembered that decentralization 

comes about simply because some actors prefer it. Several people commented to me that 

the biggest reason decentralization has not fully occurred is because political will is 

absent. In discussing decentralization with Mayor Perez, he identified three things as 

blocking decentralization: 1) big, fixed bureaucracies; 2) a lack of good planning; and 3) 

lack of political will.^" It is this last variable which is taken up in the next section. 

The Proponents of Decentralization 

Decentralization has been supported by a wide range of individuals. The main 

actors are listed in Table 7.3.1 begin by discussing those groups that have been most 

influential in supporting decentralization. In the next section, I turn to a consideration of 

the opponents of the process. In the present section, I begin by discussing the actors 

within the national government who have helped to support decentralization. I then 

consider the role that non-govemment national actors have played. Next, I turn to the role 

of government and non-govemment groups at the local level. 

Mayor Freddy Perez, interview by author, October 22, 1999. 
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Table 13 Major actors in the process of decentralization 
Proponents of Opponents of 

Decentralization Decentralization 

Government 

National 

Presidents (especially 
Ramon Velasquez) 

"Minor" parties (including 
MAS, MEP) 

COPRE 

Most of AD and COPEI in 
congress 

Forces within the ANC 

Government 

Local 

FIDES 
FUNDACOMUN 
Mayors and Governors 

AGV and AAV 
Public protests 

Non-
Govemmental 

National 
Escuela de Vecinos 
FCM 

Non-
Govemmental 

Local Public protest 

NATIONAL-GOVERNMENT SUPPORT 

It seems appropriate to begin by discussing the supporters of decentralization 

within the national government since they have been key in making decentralization 

happen. Venezuelan presidents have generally been among the most significant players in 

the process because they are powerful actors. However, as Crisp (1997) notes, a great 

deal of the Venezuelan president's authority derives from his partisan powers. 

Venezuelan presidents have been able to count on extremely high levels of discipline 

among their co-partisans in congress. For instance, Venezuelan presidents may only issue 

decrees with the force of law only when they are delegated this authority by the congress. 

When their party does not have a majority in congress they are unlikely to be delegated 

this power. Party discipline in congress means that presidents can ensure passage of 

legislation they introduce either because their party has a majority in congress or because 

they have made a deal with another party to ensure its passage and know that the deputies 

from that party will follow their leadership. 
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In 1988 Carlos Andres Perez was elected to his second term as president of 

Venezuela.^' During the 1988 campaign Perez was not initially pro-decentralization. It 

was only after his opponent embraced the reforms proposed by the COPRE that he 

promised to support decentralization. However, what the Perez government lacked in 

enthusiasm was made up for by the congress, which was more active in pursuing 

decentralization. It was in this period that the major advances in decentralization were 

made. 

While the government of Carlos Andres Perez was slow to embrace 

decentralization, the government of Ramon J. Velasquez moved to support 

decentralization as strongly as possible. Within two days of being named president to 

replace the impeached Perez, Vel^quez moved to app>oint a Minister for 

Decentralization, a position that would promptiy be abolished by the subsequent Caldera 

government. During this short-lived ministry, the goal of the minister—Alan Brewer-

Can'as—was to ensure that decentralization did not happen just at the initiative of the 

governors. 

My mission, in these months of the Transition Government, was to make 
the maximum number of decisions possible, in a way that made the 
process of decentralization each time more irreversible... My mission, in 
these months of the government of President Ramon J. Velasquez, 
therefore, was to construct all the legal scaffolding—institutionalizing the 
process in a way that the governors and mayors, beginning with the 
initiation of the constitutional period in 1994-99, could count on an arsenal 
of political instruments which would permit them to demand of the new 
national government the continuation of the execution of the policy of 
decentralization (author's translation, Brewer-Carfas 1994, 22). 

Under the 1961 constitution Venezuelan presidents cannot be immediately re-elected. 
However, if they sit out two terms (10 years) they can then be re-elected. This changed in 
the 1991 constitution. Under that system, the presidential term has been increased to six 
years and they can be immediately re-elected once. 
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The government of Velasquez was indeed true to this mission as it emitted far more 

decentralizing decrees (14) than any other did. In particular, the government is 

noteworthy for creating some of the institutional mechanisms (such as FIDES) that have 

strengthened decentralization. 

The steps Velasquez took to fortify decentralization are key in explaining 

Venezuela's current level of decentralization. In part, these were possible because the 

congress had delegated him decree authority to deal with the economic crisis.^^ With 

decree power Velasquez was able to significantly advance decentralization and avoid 

fights with the congress over the process. The highly disciplined nature of the 

Venezuelan parties means that they probably would have voted for these bills if they had 

been brought to the floor. However, that should not imply that they would have been 

happy to do so or would not have tried to stall them in committee to avoid a potential 

breakdown in discipline. 

Moreover, the nature of the party system has made some parties more supportive 

of decentralization than others. The small parties in Venezuela, such as MAS and MEP, 

saw political decentralization as a way to increase their visibility and power by capturing 

subnational offices. Aveledo pointed out that while COPEI was one of the authors of the 

decentralizing legislation, it was definitely supported by smaller parties such as MEP and 

MAS, as way to develop a local/regional leadership. In fact these parties had been 

promoting decentralization and subnational elections for a while.^^ Deputy Segundo 

Melendez told me that MAS was among the first to push for the election of mayors and 

governors. This has always been a part of the platform, he said its political strategy was 

to "conquer" the regions, since MAS was a small, opposition, leftist party, and winning 

See Crisp (1998) for details on the use of presidential decree authority in Venezuela. 
Aveledo, interview by author. 
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the presidency was not considered likely. So the party pushed for regional development, 

to compete with traditional parties, build a leadership, and build its reputation.^** 

Additionally, there is at least some evidence that political decentralization has in 

fact promoted increased pluralism (Romero Rios 1998). As Tables 7.4a and 7.4b show, 

there is a trend toward increased victories at the subnational level by "other" parties. This 

is a result of the fact that regional elections have been separated from the national, 

making it easier for new groups to get elected (Crisp and Levine 1998). 

Table 7.4a: Number of governorships won by party 
1989 1992 A 1995 1998 

AD (Accion Democratica) 11 7 10 11 
COPEI (Comite de Organizacion Polftica 6 9 5 4 

Electoral Independiente) 
MAS (Movimiento al Socialism) 1 4 4 
LCR (La Causa Radical) 1 1 1 
All others 1 1 •y 7 
Source: Taken from Molina Vega and Perez (1995) and Crisp and Levine (1998). 

The election results reported for 1992 are those after two states were re-run in 199 
due to invalidation of results. 

Table 7.4b: Number of mayoralties won by party 
1989 1992 1995 

AD (Accion Democratica) 152 128 194 
COPEI (Comite de Organizacion Politica Electoral 104 121 99 

Independiente) 
MAS (Movimiento al Socialism) 9 19 22 
LCR (La Causa Radical) 2 5 7 
All others 2 9 8 
Source: Taken from Crisp and Levine (1998). 

34 
Deputy Melendez. interview by author. Of course, not everyone agreed that the motives of these actors 

pushing for inclusion were purely democratic or in the interest of the country. "I believe that 
decentralization has been, in general, the banner and proclamation of those who are not in power, that they 
utilize it as a tactic to augment possible clientelistic politics or to occupy a parcel of power that will serve 
as beachhead for the conquest of the center itself. In particular, it has been utilized by the minority parties 
as a way to breach the hegemony at the national level exercised by the two principal parties, giving them 
access to a not unappreciable quota of power" (author's translation, Rey 1997, 13). 
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Congress has been divided over decentralization, but there has been sufficient 

support to shift some power toward the states. After adopting the law creating elected 

governors, the congress decided to embark upon a project to increase governor's 

responsibilities. Former Deputy Armando Aniyar (MAS), one of the authors of the law 

commented that they saw decentralization as a way to bring power closer to the citizens. 

Nevertheless, in retrospect he believed that it was a mistake to concentrate 

responsibilities in the hands of the states. However, this occurred because there were 

strong regional leaders who pushed the national government to transfer resources.^^ 

Deputy Segundo Melendez commented that part of the initial reason to decentralize to the 

states was that this begins a process that is later extended to the municipalities. He 

wanted to see the government increase the competencies and capacities of the 

municipalities, but felt it was necessary to reform the municipal structure first.^^ 

In discussing the role that the national government played in decentralization, it is 

important to recognize a break between the pre-1999 and post-1999 period. The 1999 

constitution and constituent assembly will undoubtedly have an impact upon 

decentralization in Venezuela. In particular, since the president and most members of the 

ANC are non-traditional politicians, their motivations and solutions represent a break 

from the past. There is also concern that the new constitution and government are not 

interested in advancing decentralization and may push for its reversal. 

Within the constituent assembly (ANC) there was a sense that elections for 

subnational executives (mayors and governors) should definitely continue. However, 

there was less enthusiasm for subnational legislatures, in part because these were seen as 

a seat of corruption. One of the members of the constituent assembly. Deputy David De 

Ex-Deputy Armando Aniyar ( MAS), interview by author November 9, 1999.. 
Melendez, interview by author. 
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Lima, commented that to a certain extent decentralization has become confused with 

corruption. Some say that decentralization has replicated, at the state and local level, the 

same problems and the same corruption that occur at the national level. "Now 

"corruptos" are not only in Caracas", he said "they are everywhere". Nevertheless, De 

Lima argued, the solution is not return to centralization, but to deepen decentralization so 

that the community has the option to control and evaluate its development. This way, the 

people have direct access to information and have a chance to control the government. 

Another ANC deputy, Yldefonso Finol, also commented that corruption was being used 

as an excuse by those who wanted to stop decentralization and increase the power of the 

central government because they claim this would decrease corruption. However, he said, 

"We [Venezuelans] have to realize that the biggest center of corruption is the national 

government. For instance, all the foreign debt was contracted by the national government, 

not subnational. Subnational governments are a small part of the problem of 

corruption."^® In criticizing those who wanted to abolish the state legislative assemblies 

to eliminate corruption. Deputy Segundo Melendez summed it up quite well by saying, 

"If we start doing this then tomorrow we have to propose eliminating the ministries 

because they have been a center of corruption, too. And then eventually the presidency of 

the republic. The vices of the institution are not solved by liquidating the institution."^' 

The current risk is that in Fighting to eliminate corruption Venezuela will move toward 

centralization. 

At the national government level, at least until 1999, there has been relatively 

strong support for decentralization. With the implosion of the party system, it is not clear 

Deputy De Lima, interview by author. Concern with corruption in Venezuela has 
become so great that many assume the problem is with institutions, not just individuals. 

Deputy Finol, interview by author. 
Deputy Melendez, interview by author. 
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what will happen. The new dominant forces have yet to make strong pronouncements 

supporting decentralization. 

NATIONAL NON-GOVERNMENT SUPPORT 

There has generally been strong support for decentralization among national non

government groups. The actors discussed in this section have been key in promoting 

decentralization. One actor that in some ways has crossed the boundary between being 

part of the government and independent from it is the COPRE (Presidential Commission 

for the Reform of the State), created by President Lusinchi with the objective of 

"determining the lineaments, policies and actions that have to occur for the establishment 

of a modem state that responds to the needs and requirements of Venezuelan society" 

(article I, author's translation).''® One of the COPRE's suggestions was that the state 

should engage in political, economic, and fmancial decentralization. Among the 

suggestions for political decentralization were: create and then popularly elect mayors, 

elect governors, use nominal elections to select deputies to the state and local councils, 

and strengthen the regional blocks within congress. On the administrative front, they 

suggested the progressive transfer of competencies, a system of state-level coordination, 

some deconcentration of the general accounting offices and personnel, and the 

reorientation of the activities of the regional institutes of development. Finally, on the 

fiscal front the COPRE recommended a more equitable distribution of the situado and an 

end to the "Law of Coordination of Investment" (which made departments spend the 

situado on a particular set of investment options), developing state-level planning and the 

strengthening financial institutions in the states (COPRE 1989). 

This was done through decree 403 on £)ecember 17, 1984. A subsequent decree, 445 
December 26, 1984, named the members of the committee including naming Ramon J. 
Velasquez as president and Carlos Blanco as executive secretary. 
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They recognized, however, that not everyone would embrace decentralization. 

The biggest fear articulated by many was that decentralization would eventually lead to 

the dissolution of Venezuela, as the country eventually split up into small states each 

governed by a regional caudillo.^' In its report on decentralization, however, the COPRE 

tried to address this. 

As a final consideration, no contemporary historical experience of 
countries with a politically decentralized regime and election of regional 
and local authorities shows signs of disaggregating or ingovemability. The 
COPRE has responsibly undertaken the necessary studies to guarantee that 
the process of decentralization will perfect the positive aspects of our 
political system and diminish or eliminate the negative aspects derived 
from centralization. In this sense, we can affirm that decentralization is an 
opportunity for democracy" (COPRE 1989,44). 

Even though decentralization did not result immediately from the COPRE's 

proposals, it was still significant because it raised the issue and brought it to people's 

attention. COPRE'S proposals received wide support because of a broad consultation of 

universities, NGOs, unions, and people. These all mobilized in support of 

decentralization to press for the direct election of governors and mayors."*" 

The pressure from new political actors who are outside of the traditional political 

scheme, including business, the media, and civil society, was also important in pushing 

decentralization. These groups advocated decentralization because they wanted more 

opportunities to participate, and decentralizadon made the center less powerful."*^ One of 

4 ] 
This fear has not completely gone away. Ncida Prada. an asesord (advisor) of the committee on the form 

of the state and issues of the states and issues of the municipalities and other federal entities for the 
Constituent Assembly, said this was one of the reasons decentralization has moved slowly even in the 
ANC. The center fears the "dismemberment of the state." She compared it to the US and said they have 
greater centralization because they want to avoid a situation in which different states have different laws. 
Most Venezuelan laws are made intending to be applied everywhere. (Neida Prada, asesord (advisor), 
ANC committee on the form of the state and issues of the states and issues of the municipalities and other 
federal entities, interview by author, October 22, 1999.) 
4"^ ~ Sanchez Mele^. interview by author. 

Deputy Aveledo, interview by author. 
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the most noteworthy events in this process of popular protest was the massive violence on 

February 27, 1989 that left at least 277 dead and 1800 injured."" As was discussed above, 

these protests acted as a wake-up call for the government and encouraged it to begin to 

think seriously about decentralization. 

As a result of their involvement in this protest period, however, some groups 

organized in a lasting fashion. One of the groups that became institutionalized was the 

Escuela de Vecinos (The School of Neighbors). The Escuela de Vecinos was a service 

center founded in 1980 by a group of students who worked in the neighborhood 

movement and saw the needs and deficiencies that hampered development. It has three 

main functions; 1) increase municipal capacity with courses in various areas; 2) provide 

information to publicize the good things that municipalities are doing; and 3) offer advice 

relating to concrete problems in the municipalities."*^ The Escuela de Vecinos works with 

the Asociaciones de Vecinos (Neighbors' Associations), which are the smallest 

organizational units in the country and on average include one to two hundred houses. 

These groups were recognized and given legal status under the Organic Law of 

Municipal Governance (LORM). There are presently around 30,000 of these groups in 

Venezuela. One reason for their growing number is that people see them as a way to 

resolve their problems. In some cases these groups have been extremely proactive, 

building schools and then helping to hire teachers, or helping to build and administer a 

water project.^*^ By demonstrating to people that they can organize and resolve their 

There are, however, reliable sources that put the total number of deaths even higher, 
with around 396 dead identified by full name (Rey 1993). 

Luis Perrone, Special Project Coordinator, Escuela de Vecinos, interview by author, 
November 18, 1999. 
''^Perrone, interview by author. He said that this was part of what motivated the formation 
of the Escuela de Vecinos, since they recognized that in many cases people wanted to do 
something, but did not know what the law allowed or how to organize themselves, or 
who to approach in the local government. 
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problems through communal action, these groups also teach people to pressure the 

government for change. 

The neighborhood movement has also spawned some additional NGOs, some 

with more explicitly national goals and some with purely local interests. Luis Perrone, 

Special Projects Coordinator at the Escuela de Vecinos, commented that many of these 

groups try to get the Escuela de Vecinos and also the Asociacion de Vecinos to work with 

them to create greater pressure on the government to solve problems, especially in the big 

47 cities. 

Finally, some groups such as the FCM (Fundacion Cultural Municipalista) are 

NGOs focused on local development projects. They "are dedicated to the formation of 

capacity for the social development projects."'*® This means that they might be willing to 

work with groups such as the Escuela de Vecinos to help people help themselves, but also 

to cooperate with international agencies and institutions (such as the World Bank or the 

Inter-American Development Bank) to obtain funding for projects. 

In general, then, among the non-govemmental groups organized at the national 

level there has been a strong preference for decentralization. However, whiie these 

groups have been very successful in raising the consciousness of the citizens and bringing 

municipal issues to public attention, their ability to drive the process is otherwise limited. 

This should not be taken to mean that they have had no impact upon the process. On the 

contrary, the role of these groups in mobilizing public attention and making 

decentralization an issue when the traditional parties would prefer to ignore it should not 

be underestimated. 

Perrone, interview by author. 
Neida Prada, Fundacion Cultura Municipalista, interview by author, October 22, 1999. 
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LOCAL - GOVERNMENT SUPPORT 

At the local level three main organizations comprise the government actors in the 

process of decentralization. These are FUNDACOMUN, FIDES, and the mayors 

themselves. Both FIDES and FUNDACOMUN straddle the line between local and 

national actors. While funded by the central government budget and run as national 

entities, all their efforts focus on the subnational level. For this reason they are discussed 

in this section. 

FUNDACOMUN is a federal agency specifically charged with the development 

of municipal capacity. It was created in 1962 through decree 688 (January 30, 1962) by 

President Romulo Betancourt. Part of the initial financing and support for 

FUNDACOMUN came through the Alliance for Progress Program, to combat poverty in 

order to avoid revolution. FUNDACOMUN was thus created as part of an effort to 

provide municipal development in an effort to fight communism. It is the only 

government organization whose sole mission is to help develop the municipalities. It 

works in the areas of technical capacity, organization, and budgets. FUNDACOMUN 

also actively collaborates with international financial organizations such as the World 

Bank to undertake the studies necessary for them to finance a variety of programs and 

obtain credit.'^' Its mission is "to support the development of institutions in the municipal 

governments, stimulate the consolidation of the organization of the community for 

participation, and to drive coordinated action between the national, regional and local 

government" (author's translation, FUNDACOMUN, mission statement). 

FUNDACOMUN's activities have increased substantially since 1989 when the position 

of the alcalde was created, as the municipalities seek to engage in more active programs 

Franklin Chacon, Department of Planning, FUNDACOMUN, interview by author, 
October 26, 1999. 
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to further their own development (FUNDACOMUN, internal history). They play an 

active role in the process of decentralization since they are engaged in efforts that are 

likely to increase the long-term ability of the municipalities to provide the services 

citizens demand. However, there have been few evaluations of the success of its efforts. 

Also, it evolved long before the process of decentralization really began and thus, while it 

may serve decentralization, it was not created to further decentralization. Still, the 

relative wealth of the country may increase the prospects of decentralization. 

One of the main differences between FIDES and FUNDACOMUN is the nature 

of the assistance they provide to the municipalities. The assistance FUNDACOMUN 

provides is advisory and for a long time was backed by an in-house staff of technical 

experts, lawyers, etc. It provides almost no direct Hnancial transfer to the municipalities. 

FIDES, on the other hand, is intended to provide substantial resource transfers rather than 

advice. 

FIDES has helped to advance decentralization by providing funds to the states and 

municipalities. These funds are supposed to be used to entice the municipalities/states to 

continue assuming more competencies furthering decentralization. The program's 

effectiveness is hardly proven though. FIDES looks at how much money each 

municipality spends and how it say it is going to spend it, but FIDES does not do much to 

evaluate these programs afterward to determine whether the quality, and not just the 

quantity, of investment is increasing. On the one hand, since there was no investment 

before, in some cases both quality and quantity have increased. However, without a 

rigorous evaluation of the way this money is being spent it is not possible to assert that 

the quality of investment has increased as well.^' 

Chacon, interview by author. 
I hesitate to say that this is a case where fiscal decentralization is being used to push 

political decentralization. While FIDES does represent an increase in the financial 
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In the statistical analysis, technical capacity (level of development) was found to 

be a predictor of decentralization. The relatively strong impact of development upon 

decentralization is supported by the comments of Mayor Freddy Perez. He criticized 

decentralization as being limited by the absence of a culture of urban planning. 

According to him, perhaps 20 of 300 municipalities have an office of planning. The 

national government has formulated a urban development plan (Plan Ordenacion 

Urbanistica), but this is very general. This is used to form the Plan de Desarollo 

Urbanistica Local, (local urban development plan) which is a bit more specific but does 

not give guidelines. The most specific level is the Plan de Gestion Local (plan of local 

growth)—but most municipalities do not get around to doing this, according to Perez.^" 

The absence of planning makes it very hard for many municipalities to make the best use 

of the investment funds they have. In this case it is only by increasing the capacity of the 

municipalities that local government can prove its competence. There is very definitely a 

need to improve the technical capacity of the municipalities. 

Both FIDES and FUNDACOMUN have helped to advance the process of 

decentralization by increasing the resources of the subnational governments and therefore 

the capacity and quality of local government. To the extent that they fulfill this mission, 

they increase the chances that decentralization will be successful. 

Finally, local officials themselves can and do act to further the process of 

decentralization. "Decentralization and the independent election of governors and mayors 

have begun to elicit a new generation of leaders with careers rooted not in Congress and 

national directorates but rather in success with state and local voters. Politicians now vie 

resources available to subnational governments, the subnational governments do not have 
much control over how much they get. The only indicator of distribution they can control 
is a negative one: unsatisfied basic needs. 

Mayor Perez, interview by author. 
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to become candidates for governor and mayor (offices not even open to direct election ten 

years ago) and willingly switch parties to gain the right to run for these coveted offices" 

(Crisp and Levine 1998, p. 47). The creation of new regional elites means that there are 

now individuals in a position to influence the process, who have very strong stakes in 

ensuring that it continues. Having been elected, they can fight for additional resources. 

Subnational officials in Venezuela have realized the value of collective action and 

have organized the Venezuelan Association of Governors (AGV) and the Venezuelan 

Association of Mayors (AAV) to act as a liaison between them and the national 

government and to coordinate their actions. Additionally, through their actions in office, 

subnational officials help to create support for decentralization among the population, 

provided they prove themselves competent public servants. For instance, in the 

municipality of San Francisco, Zulia, the mayor had created a new p>olice force to deal 

with citizens' concerns about crime. The local police were having some success and the 

people seemed generally proud of them. However, a proposal emerged within the ANC to 

create a national police and eliminate local police forces. In San Francisco, there was a 

popular demonstration in favor of the local police, during which everyone turned on their 

car lights during the day. "This was impressive. Without paralyzing the municipality, 

without destroying the highways, without anarchy, there was a citizen participation in 

defense of one of their institutions," said Mayor Bijani, who believes this institution only 

got support because it was credible.'^ In creating programs that respond to citizens' needs 

and demands, local officials have helped to entrench the process of decentralization. As 

cases like this demonstrate, citizens will balk at national attempts to re-centralize if they 

believe local government has been helpful. While their potential success in blocking re-

centralization is another story, there is at least evidence of their willingness to do so. In 

Mayor Bijani, interview by author. 
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general, then, we can say that local government groups have all positively impacted 

decentralization. In this case, elected local officials have socially and institutionally 

backed decentralization. And national government institutions that operate locally have 

increased decentralization by helping to create conditions favorable to decentralization. 

LOCAL - NGO SUPPORT 

The final actors to be considered are those who are not part of the government and 

who function at the local level. The only group to really fall into this category is the 

Asociaciones de Vecinos (Neighbors' Associations). The functioning and organization of 

these groups was discussed above and is thus not repeated here. However, it should be 

remembered that these groups form a local, organized civil society. Participation of civil 

society groups has usually been seen as key for democracy. The involvement of these 

groups can reinforce the prospect of decentralization by increasing organization and 

keeping decentralization on the agenda. Also, as beneficiaries of decentralization it is 

unlikely that they will let it be reversed. Like the protest in San Francisco, Zulia 

discussed above, citizens can also organize to support decentralization. 

Opponents of Oecentraiization 

While there has been support for decentralization at both the local and national 

level and both in and out of government, the opponents of decentralization have generally 

been concentrated at the national level, among groups who have felt that they would lose 

out in a decentralized system. While in general most of the opposition to decentralization 

has been manifested in the congress, some presidents have also acted to discourage 

decentralization. 
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When the decentralization law came to a vote, not everyone agreed that 

decentralizing in general, or this law in particular, was a good thing. In reflecting on the 

debate over the law, one author. Deputy Aniyar (MAS), remarked that the law 

encountered much resistance and the discussion about it was quite long. The traditional 

political class was nervous because it feared losing power. Everyone who opposed, 

Aniyar said did so because of not wanting to lose power.^ There was also some 

indication that the traditional parties (AD and COPEI) were not excited about this, but 

had to vote for it in response to popular protests demanding elected governors. 

The protests made it hard for AD and COPEI to continue their traditional 

opposition to decentralization. Still, these parties did not want to lose power. While 

decentralization would signify a loss of power, they decided it was better risk to take 

since they would probably lose power either through elections or in a coup (there were 

two coup attempts in 1992). Also, once it became clear that subnational officials were 

going to be elected, the parties had to appear supportive or risk losing in these elections. 

This means that while the parties voted for it, and President Perez formally speaks in 

favor of decentralization, the parties were acting strategically, not because they believed 

in decentralization. Consequently, at least early in the process, parts of the executive 

branch tried to discourage decentralization. 

As soon as the LDDT, which allowed states to request competencies, was passed, 

the governor of the state of Aragua, Carlos Tablante, immediately began solicitations of 

transfer for nearly all the competencies. However, Aragua did not assume all the 

competencies that were requested. The Perez government told him that if the state was 

going to assume the competency it would also have to assume the costs for all the 

associated ministry persoimel working in the state, and for the labor contracts (pasivos 

Ex-deputy Aniyar, interview by author. 
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laborales). This meant, that it would not be profitable for the state to assume some 

competencies (especially health care and education) (Mascarefio 1998). Upon observing 

this experience, other states may have decided to forgo the process of requesting 

competencies altogether. 

Ironically, the consequence of this has been that states benefited by getting the 

money without assuming the competencies. Moreover, if anything, the fiscal set-up has 

discouraged states from assuming competencies as they gained access to FIDES and 

Asignaciones Especiales without being required to assume additional competencies.^^ 

This Is perhaps an unintended consequence for the national government, as it has 

succeeded in dissuading states from assuming comp>etencies but failed to dissuade the 

states from applying to FIDES for funds or obtaining other transfers. The federal 

government has basically paid the states to not assume the competencies, which was the 

opposite of what was originally intended with FIDES. 

Finally, as indicated elsewhere, the preferences of the current government do not 

appear to favor decentralization. Instead they seem to support moves toward 

centralization. Attempts within the ANC to eliminate the subnational governments failed, 

but there was serious discussion of decreasing the percentage allocated to the departments 

under the situado constitucional from 20% to 15%. Within the constituent assembly 

another tactic of opposing decentralization is illustrated by the view espoused by the PPT 

{Patria Para Todos). This party claims to support decentralization, but only to the 

municipalities, implying an elimination of the intermediary ro!e of regions and a creation 

of direct dealings between the federal government and the municipalities. This is, 

however, another way to obtain centralism, because the municipalities are focused on 

local issues and lack a unified, view of issues at the regional level. Therefore, with this 

Marquez, interview by author. 
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model, regional concerns would be dealt with at the national level: centralism 

masquerading as decentralization.'^ 

Why the supporters have won 

In discussing the major actors in the process of decentralization in Venezuela, 

several interesting aspects emerge. One is that there has been very much a national 

consensus on the value of decentralization, as all groups but one have supported 

decentralization. This sole opponent—unnamed members of congress with traditional 

interests—has chosen to remain out of the spotlight. None of the actors I spoke with ever 

identified this group with anything other than vague references. Second, national actors 

have dominated the process. With few exceptions, those who are local have been far less 

organized or powerful. This reflects ongoing central government dominance in 

Venezuela. Finally, we should not ignore the role of President Ramon J. Velasquez. 

Perhaps in Venezuela's case decentralization was inevitable, as conditions favorable to 

decentralization existed and moves to decentralize were already underway; perhaps not. 

Undoubtedly Velasquez's actions accelerated the process. 

The key question is what will happen in the future. It is clear that the new 

constitution has endowed the president with substantial powers. It is also likely that in the 

next few years President Chavez will have the support of the congress as his co-partisans 

will constitute a strong majority. The position of subnational offices is less clear. 

Elections scheduled for May 2000 were postponed indefinitely and at this time it is not 

clear when they will take place. Depending on their timing, the older parties could either 

suffer further losses or make a comeback. New parties could also emerge on the scene. 

Deputy Melendez, interview by author. It should be noted that Deputy Melendez is a 
supporter of decentralization and it may be that the PPT is not trying to kill 
decentralization, but instead simply does not understand the consequences. 
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All indications point to increased centralization by the Chavez government. The exact 

form that centralization will take is not entirely clear. 

Conclusion 

At the beginning of this chapter on decentralization in Venezuela I noted that 

while the govemment was highly centralized until 1988, a series of reforms undertaken 

then significantly advanced political decentralization. I also argued that political 

decentralization is more advanced than fiscal decentralization in Venezuela. Why? 

According to Deputy Aveledo, because the resources and transfer agreements have not 

gone hand in hand. The govemment has been slower to make agreements to get the 

responsibilities transferred than to get the money transferred.^^ What fiscal 

decentralization has been accomplished through FIDES is formulaic and is not based 

upon the efforts of the states to assume the competencies. Since states can effectively get 

"free money" few have any incentive to request the transfer of responsibility. 

However, not all the actors would agree with Aveledo's comment above, which 

seems to imply that decentralization is more advanced in fiscal than political terms. 

According to Deputy Segundo Melendez, direct election of governors and mayors has 

given people local control, which they do not have in fiscal areas. The fiscal 

competencies the municipalities do have are marginal. Therefore, Deputy Melendez says, 

"This is what we are trying to produce at this moment [in the ANC], that the process of 

political decentralization which has advanced goes along with the process of 

decentralization in fiscal areas."^® Another member of the ANC commented, "They have 

transferred competencies, they have transferred the election of governors, but they have 

not transferred the resources, the fiscal sources. So they are given a problem to resolve 

Deputy Aveledo, interview by author. 
58 Deputy Melendez, interview by author. 
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but not given the resources to resolve it, compounding the problem." This also 

contributes to a situation in which people's expectations of decentralization are not 

realized.^*^ 

The ANC was a great opportunity that many feel was missed to increase the fiscal 

competencies of the states and to permanently strengthen the process of fiscal 

decentralization. Instead, however, it opted not to give the states tributary responsibilities, 

limiting their real power of the purse. There is some evidence that governors and mayors 

may ultimately help to advance the process, as they have been some of the most vocal 

supporters of decentralization and their associations actively lobbied the ANC to avoid a 

loss in resources. Among the deputies I talked with, there was a very strong sense that it 

would not be possible to reverse political decentralization (understood as subnational 

elections), at least not in a democracy. Their power, however, will be limited by the 

extent to which fiscal authority is transferred as well. 

Deputy Finol, interview by author. 
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Chapter 8: Conclusion 
In this dissertation, I have examined the causes and the process of 

decentralization. In chapter 1 decentralization was defined as the transfer of functions 

from higher levels of government to lower ones (Rondinelli, Nellis and Cheema 1984). 

At its broadest level, decentralization is about sharing power. I identified two forms of 

decentralization: political and flscal. Political decentralization involved making local 

officials directly elected. Accountability to local voters gives governors and mayors the 

incentives to make decisions and set policy, creating the conditions for substantial local 

autonomy. Fiscal decentralization, on the other hand, transfers revenue and expenditures 

to subnational governments. 

Cross-National Results 

I began this study by reviewing the literature (chapter I). From this review, I was 

able to create a list of potential explanations for decentralization. One unfortunate 

weakness in the literature is that most authors did not address decentralization in a cross-

national setting, making it difficult to separate case-specific explanations from more 

general ones. One goal of my research was to test these variables in a cross-national 

setting using the variation that exists within Latin America. 

I derived nine different explanations for decentralization from the literature. To 

review, these explanations can be divided into political, economic, and social categories. 

The political factors hypothesized to lead to decentralization are federalism, the 

legitimacy of the government, presidential power (and its interaction with the party 

system), and democracy. Federalism was expected to lead to higher levels of 

decentralization since federal states were those that, by definition, had constitutionally 

reserved policy domains for subnational governments. A crisis of legitimacy was 

expected to advance decentralization because it might prompt the national government to 
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decentralize in order to augment citizen participation or, at the very least, diffuse the 

blame for poor services. More democratic countries were also expected to have greater 

levels of decentralization because increased subnational authority might be seen as an 

additional measure of autonomy or "representativeness." Presidential power was exp>ected 

to make decentralization less likely as powerful presidents were expected to act to 

preserve their power. Elected subnational governments create potential competition and 

open the door to challenges to a president's authority. The measures used in the analysis 

also take into account the possibility that the president's partisan powers, based on the 

level of discipline among his co-partisans in congress, is what makes him able to push 

decentralization. 

Three economic factors were hypothesized to lead to decentralization; economic 

crisis, adoption of structural adjustment policies, and higher levels of development. 

Countries exp>eriencing an economic crisis were expected to decentralize as a way to do 

more with the smaller budgets resulting from poor economic performance. Structural 

adjustment policies, usually adopted in the wake of economic crisis, were also exp)ected 

to lead to decentralization, as decentralization has frequently been advocated by 

international fmancial institutions as a way to achieve greater government efficiency. 

More developed countries were also expected to have greater levels of decentralization 

since subnational governments need to have at least a minimal level of capability to make 

decentralization work-

Finally, two social factors were offered to explain the level of decentralization: 

religious and ethnic diversity, and urbanization. Religious and ethnic diversity were 

expected to increase decentralization, as countries that are more diverse are likely to find 

the variation in policies that occurs with decentralization attractive. More urban countries 

were also expected to be more decentralized, as urbanization would make it more 
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efficient to distribute responsibilities to subnational governments. Additionally, I 

introduced the control variables of land size and population since both are expected to 

affect the practicality (and the necessity) of decentralization. These explanations and the 

variables used to test them in the statistical analysis are listed in table 8.1. 

Political decentralization was measured as the election or the appointment of 

mayors and governors. Fiscal decentralization was measured as the percentage of total 

government expenditures executed at the subnational level. Using secondary sources 

available in the United States, I compiled a dataset containing the above variables for 

eighteen Latin American countries for the period from 1985 to 1995. This enabled me to 

test hypotheses in a cross-national setting. I was able to consider how the level of 

decentralization varied across countries in order to evaluate these competing 

explanations. Since I argued that political and fiscal decentralization were separate 

theoretical concepts, it made sense to evaluate the two independently. In chapter 2,1 

evaluated the causes of political decentralization. In chapter 3,1 turned to the causes of 

fiscal decentralization. 

I found that a similar, but not identical set of factors led to political and fiscal 

decentralization. Political, economic, and social factors played an important role in 

advancing both forms of decentralization. The election of governors resulted fi-om the 

presence of a federal structure, a democratic government, a crisis of legitimacy, 

presidents with decree power, economic crisis, higher levels of development, and ethnic 

homogeneity. The election of mayors was caused by powerful presidents, structural 

adjustment, economic development, urbanization, ethnic heterogeneity, and religious 

homogeneity. Note that social factors play a more important role in predicting the 
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Table 8.1; Hypothesized causes of decentralization 
Hypothesis Operationalization in the 

Analysis 

Political Factors 

Federal states are more politically and fiscally Federal or Unitary state 
decentralized than unitary states. 

Governments with a crisis of legitimacy are more Voter turnout in the last 
likely to engage in fiscal and political election 
decentralization. 

More democratic states are more likely to engage Freedom House's Political 
in fiscal and political decentralization. Rights + Civil Liberties 

scores 

Strong presidents are more likely to push fiscal and Does president have decree 
political decentralization than are weak ones. authority? AND 

Percentage of seats held by 
president's party * effective 
number of parties 

Economic Factors 

Economic crisis increases the chances of fiscal and Percentage change in GDP 
political decentralization. 

Structural adjustment policies increase the chances lADB (1997) index of 
of fiscal and political decentralization. adjustment 

More developed countries are more likely to GDP per capita 
engage in fiscal and political decentralization. 

Social Factors 

Societies with ethnic, religious, or other significant Ethnic Homogeneity Index 
cleavages are more likely to engage in fiscal and AND 
political decentralization. Catholic percentage of 

population 

More urban societies are more likely to engage in Percent of population living in 
political and fiscal decentralization. cities 
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election of mayors, whereas political factors play a more important role in predicting the 

election of governors. A federal state structure, powerful presidents (both in 

constitutional and partisan terms), the adoption of structural adjustment programs, 

economic development, ethnic heterogeneity, and religious homogeneity all increased the 

level of fiscal decentralization. 

Independently identifying the causes of fiscal and political decentralization was 

an important first step. It set the stage for an examination of the relationship between 

fiscal and political decentralization. Using a series of granger causality tests I found that 

indeed there was a strong causal relationship between political and fiscal decentralization. 

Fiscal decentralization led to both measures of political decentralization (the election of 

mayors and the election of governors). This was true even when controlling for the other 

form of political decentralization (i.e. including election of governors in predicting the 

election of mayors and vice versa). Additionally, the presence of elected, rather than 

appointed, governors led to fiscal decentralization. However, the presence of an elected 

mayor did not influence fiscal decentralization. The different political, economic, and 

social causes of political and fiscal decentralization that achieved statistical significance 

are listed in Table 8.2. It is important to consider the effect of these variables because 

they help to provide a broader context to discussions of decentralization in a specific 

country. 

While presidents have been generally supportive of decentralization, the relative 

power of the president and the congress determines whose preference will be victorious. 

In countries with powerful presidents, decentralization has advanced even in the face of a 

congress opposed to decentralization. Where congress has been the dominant actor, as in 

Costa Rica, presidential support for decentralization has been insufficient to bring it 

about because congress has the power to block it. 
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Economic variables further shape the national political environment. The adoption 

of structural adjustment policies in a country played a positive role in advancing 

decentralization. As part of economic assistance packages, the IMF and the World Bank 

usually have demanded that the countries of Latin America engage in economic policy 

reform. These agencies have been supporters of decentralization, believing it is a way to 

do more with less by maximizing government efficiency. In addition, in some countries 

the adoption of structural adjustment policies has led to a series of popular protests as the 

citizens of the country fight government-imposed belt-tightening. This happened in 

Colombia, where protest helped advance decentralization because the national 

government needed to do something to restore its credibility with the citizens. 

Related to economic conditions is a country's level of development. General 

theories on decentralization have suggested that a country needs to have a certain level of 

development to make decentralization worthwhile. If development (and its implied 

capacity) is lacking, then decentralization is considered likely to fail. A country's level of 

development also shapes the context in which actors choose to purse decentralization. In 

this discussion, development deals not just with the overall wealth of the country, but also 

with the extent to which infrastructure and technical and administrative capacity are 

developed. If the state or municipal governments are not in any condition to be made 

responsible for services, and the national government transfers them anyway, in many 

areas these services will not be provided or will be poorly run. If subnational 

governments are not able to be responsible for the monies transferred to them, the 

national government may find that in decentralizing it has simply thrown away money. In 

order to avoid either of these negative consequences, the national government is more 

likely to transfer competencies and resources when the subnational governments are 
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developed enough to receive them. Only policymakers in more developed countries have 

the luxury of considering decentralization. 

Finally, the diversity and social conditions within a country affect 

decentralization. National policymakers must constantly remain cognizant of the needs of 

different groups within the country. If they are not attentive to the needs of particular 

minorities they many find themselves out of office. In some countries, one-size services 

may fit all and the majority of the population will find that the policies that suit the nation 

are appropriate to them. However, if the country has significant regional enclaves of 

"different" groups, one size may not fit all. This makes it harder for the government to 

suit the needs of everyone in the country. In these cases, the best way to deal with a vocal 

minority in one state may be to pass responsibility to the states rather than trying to 

legislate it nationally. 

In the second half of my dissertation. I present three case studies, which provide a 

complement to the statistical analysis conducted in chapters 2, 3, and 4. These studies of 

Colombia, Costa Rica, and Venezuela allow me to study, in a specific context, the way 

decentralization has played out. However, the value of the case studies is enhanced by the 

prior statistical analysis, in which I considered the effect of several national level 

variables. These variables provide the context in which national actors promote or oppose 

decentralization. It should not be surprising that the factors that exerted a statistically 

significant and strong effect across models are those that most shape the context. 
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Case Study Findings 

Decentralization in Colombia is relatively advanced in both fiscal and political 

terms. It has been directed toward the municipalities rather than the departments. In 

administrative terms, the responsibility for providing health care and education services 

has been transferred to the municipalities. Additionally, the country began popularly 

electing mayors in 1986 and governors in 1991. In fiscal terms, the municipalities can 

collect a wide variety of taxes. Moreover, they are constitutionally guaranteed a 

percentage of the national government's current revenue. However, the departments have 

been relegated to a coordination function. They do not have nearly the same level of 

service expectations nor do they have the same resource guarantees. This means that 

departments have few taxes they can collect (only liquor and tobacco). 

Popular protests in Colombia played a major role in putting decentralization on 

the agenda and keeping it there. Beginning with a series of civil strikes in 1986 and 

continuing on through an informal student-sponsored referendum in conjunction with the 

1990 presidential election, there was significant public pressure for change. This included 

calls for improved delivery of public services, but also demands for constitutional reform, 

which would modify the institutions. Consistent with the statistical findings on the effect 

of legitimacy, this public pressure has made decentralization appear continually more 

necessary and more attractive, forcing the national government to consider it and 

eventually to concede power. 

The main opponents of decentralization have been members of congress. 

Presidents have generally been among the strongest supporters of decentralization. 

Colombian presidents are endowed with substantial constitutional powers. Recall from 

the cross-national analysis that presidents with decree power increased the chances of 

both political and fiscal decentralization. In Colombia, the president's decree authority 
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has made it possible for him to unilaterally advance decentralization. Thus, despite 

congressional opposition to decentralization, it has not been able to do much to block it. 

It is also important to note that presidents have been helped by the fact that a wide variety 

of groups, in and out of government, at national and local levels have embraced 

decentralization. 

One concern over the future of decentralization in Colombia is the 

aforementioned tendency to transfer all resources and competencies to the municipal 

level. This is a viable option for the large municipalities of Bogota or Medellin on Cali. It 

is a different story for a municipality with only 5,000 residents. Not all municipalities 

have the capacity to administer all services. As the data presented in chapter 5 on 

Colombia illustrate, municipal populations vary widely, and the smaller municipalities 

risk condemnation to poor services, inadequate budgets, and continued decline. 

Consequently, the "municipalist" focus of decentralization in Colombia is a potential 

long-run threat to the success of decentralization. 

In contrast, decentralization in Costa Rica is not nearly as advanced. The country 

has not experienced significant fiscal or political decentralization. The provinces have 

been eliminated and the municipalities have not been transferred substantial 

competencies. It is only in the past five years that municipalities gained the responsibility 

for administration and collection of the property tax; otherwise, the municipal 

governments are financed through business license fees. Latin America's model 

democracy will hold its first mayoral elections in 2002, several years after neighboring 

Nicaragua. Responsibility for services such as road maintenance is not fully a municipal 

responsibility, as the national Ministry of Transportation is still responsible for many 

roads in the country. The absence of decentralization to the municipalities should not be 

surprising since they are not in any condition to receive transfers. The country has a long 
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democratic history and significant citizen participation, but, ironically, these have not 

contributed to the advancement of decentralization, and may have even contributed to 

continued centralization. In the absence of popular protest, the national government has 

little reason to believe citizens are unhappy with the situation. Decentralization has not 

become a rallying cry for popular protests or a demand of the students. If anything, 

popular outcry has supported centralization, as there were repeated and intense protests 

over the national government's decisions to privatize the national electric company (the 

ICE). 

The lack of public support explains why in debates over decentralization the 

opponents have generally won. Despite rhetoric indicating support for decentralization, 

the lack of constitutional powers has made it extremely difficult for presidents to advance 

decentralization without the support of congress. Congress is the dominant actor and the 

traditional parties have not wanted to risk losing power and control by decentralizing. 

Moreover, there has not been a significant array of other pro-decentralization actors 

powerful enough to persuade the congress to share power. Costa Rica illustrates quite 

well how the different national level factors can come into play. Based on the cross-

national analysis we would not expect a significant level of decentralization. After all, the 

Costa Rican president is relatively weak and there have not been popular protests 

demanding decentralization. However, Costa Rica has been engaged in structural 

adjustment programs and the country is reasonably developed. 

These factors are grounds for optimism regarding decentralization in Costa Rica. 

The first mayoral elections will take place in 2002. Nearly all the actors I interviewed in 

Costa Rica expressed great optimism about the changes they expected to result from the 

elected mayors. In particular, they expected them to speak with authority on behalf of the 
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municipalities and, in the long-run, they would increase decentralization by helping to 

develop the administrative and technical capacity of their municipalities. 

Decentralization in Venezuela has been focused primarily at the state level. The 

municipalities have responsibility in very few areas. The states in contrast, can potentially 

assume a broad range of competencies, ranging from ports and airports to education and 

health care. However, the actual competencies that they have assumed are very few. 

Decentralization is unusual in Venezuela since the law leaves it up to the state to request 

responsibility for a particular competency, the transfer of which must be approved by the 

Senate. This means that decentralization is very heterogeneous, with some states 

requisitioning and assuming many competencies and others requesting none. The ironic 

combination in this case is that while the decentralizing law permits the states to choose 

to assume a broad range of competencies, they do not have any tax responsibilities. This 

makes them completely dependent upon transfers from the federal government to fund 

their programs. This further deters decentralization, as states can draw on the fund to 

support the transferred services (FIDES) without assuming these services. 

Popular protest and structural adjustment policies (and to some extent the related 

economic conditions) which were found to be significant in the cross-national analysis, 

also played an important role in helping to advance decentralization in Venezuela. The 

majority of the population was becoming increasingly unhappy with the government's 

failure to address the economic crisis and with the growing fiscal austerity imposed 

because of the structural adjustment agreements the government had signed. This led to a 

series of public protests demanding, among other things, decentralization in the form of 

elected governors. In this case, the national government was forced to put 

decentralization on the agenda to respond to its decreasing credibility. 
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Venezuela also confirms the statistical findings that presidential decree power 

matters. However, in this case it was the actions of an interim president, Ramon J. 

Velasquez, that did the most to advance decentralization. Selected by congress to finish 

the term of the impeached president Carlos Andres Perez, Velasquez acted to promote 

decentralization by decree in the face of a congress that that was not particularly 

interested in decentralizing. Other presidents, however, have not shown the same level of 

commitment to decentralization. In the future, presidential power could also come into 

play. The recently approved constitution significantly expands the president's power. It 

has done so at the expense of the congress, the Supreme Court, and the subnational 

governments. While there have been no official pronouncements on the future of 

decentralization, there is informed speculation that President Chavez does not support it 

and may in fact reverse it. The 1999 constituent assembly was a chance to increase 

decentralization and enshrine its place in the constitution. Instead, it barely survived 

without being reversed. The future of decentralizadon, and maybe even democracy in 

Venezuela, remains questionable. 

The Actors and the Outcomes 

The case studies raise a very interesting question: What is the relationship 

between the extent of decentralization and the actors involved in bringing it about? In 

chapter 1 I described the Rondinelli, Nellis and Cheema (1984) classification of 

decentralization. Under this classification scheme, deconcentrated states are those in 

which some amount of administrative responsibility has been passed to subnational 

entities to help reduce the center's workload. Delegation occurs when agencies outside 

the national bureaucratic structure, and hence not controlled by the central government, 

receive transfers. Devolved states are those with the greatest decentralization and are 
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characterized by subnational governments whose responsibilities are not subject to 

control by the national government. 

In Colombia and Venezuela, decentralization can be described as being devolved 

in both fiscal and political terms. Colombian municipalities have significant political and 

fiscal responsibility and Venezuelan states can assume—if they choose—a wide variety 

of functions. In Costa Rica, on the other hand, the provincial level of government was 

eliminated and the municipal governments have autonomy in few areas. Moreover, 

municipal governments in Costa Rica have not acted to demand greater responsibility. In 

some cases, they have given back service responsibilities such as aqueducts to the 

national government. This means that Costa Rica can appropriately be characterized as a 

case of deconcentration. The responsibilities that have been surrendered by the central 

government have been given to entities that are still subordinated to the national 

executive or the ministries. 

A further common pattern occurs with regard to the actors. In both Colombia and 

Venezuela a wide range of government and non-govemment actors, at both the national 

and the local level, lined up to support decentralization. The plethora of forces arrayed in 

favor of decentralization has made it hard for adversaries to justify continued opposition. 

In Costa Rica, on the other hand, there has been support for decentralization, but the 

supporters have been largely concentrated at the national level. There have been a few 

supporters of decentralization at the local government level, such as new parties and the 

future elected mayor, however; these actors have been weak. More importantly, they 

arrived on the scene only recently. In fact, the first mayoral elections will not take place 

until 2002. Based on the evidence presented in chapters 5, 6, and 7 it appears quite 

plausible that the level at which actors are located determines the form decentralization 



236 

will take. The absence of powerful local actors is quite likely to lead to deconcentration 

instead of devolution. 

In Colombia and Venezuela, the most powerful actor at the national level was the 

president, who has been generally interested in advancing decentralization (or at worst 

has not cared enough to oppose it). Presidents in Costa Rica have also tried to advance 

decentralization. However, they are not the most powerful actor in the system. Instead, 

the Costa Rican president has been dominated by the congress. Thus, we can surmise 

from these three cases that presidents are generally likely to support decentralization, 

which is consistent with Eaton's (1998) findings in Argentina and the Philippines. 

However, the relative strength of the president and the congress are still important, as 

weak presidents (i.e. those in Costa Rica) have not been able to bring about 

decentralization. 

In the statistical analysis, federalism played a strong role in predicting both fiscal 

and political decentralization. The case studies also confirmed that federal countries were 

indeed more likely to engage in decentralization. In this regard however, Colombia is an 

outlier. While Venezuela follows the pattern expected from the statistical analysis, some 

idiosyncrasies in the Colombian case make it approximate a federal state. Perhaps 

because of Colombia's historical attachment to federalism, or because there is still 

underlying support for federalism there, Colombia looks more like what we would expect 

from a federal state than a unitary state. My other unitary case—Costa Rica—acts like a 

unitary state and is by far the most centralized. In that case, the absence of a history of 

federalism has led to a high degree of centralization today. The case study findings 

generally confirm the statistical analysis findings that federal states are more 

decentralized than unitary states. 
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Conclusion 

In my dissertation. I have looked at how decentralization comes about in a cross-

national sense relying on a moderate-sized sample for statistical testing. This 

international analysis was complemented with three case studies—Colombia, Costa Rica, 

Venezuela—intended to supplement the statistical analysis by providing an in-depth look 

at how the process has worked. Among the questions raised in the dissertation that could 

not be explored at the full length they deserve are the relationship between democracy 

and decentralization and the relationship between guerilla support for decentralization 

and its actual occurrence. However, this dissertation represents a substantial first step in 

advancing our understanding of how decentralization works and what makes it happen. 

Additionally, it has highlighted the powerful role that individual actors can play in 

advancing decentralization and, in particular, how powerful constellations of forces can 

stifle decentralization. Ideally, future studies would consider these questions in more 

cases. 

In the statistical analysis, the effect of democracy was weaker than expected. 

While the effect was in the expected direction, democracy only affected the chances that 

governors would be elected; it did not play a role in predicting the election of mayors, or 

lead to fiscal decentralization. Since all three countries have had a relatively long 

experience with democracy, it is difficult to say that the level or experience of democracy 

is correlated with decentralization. Again, future research is needed in order to consider 

the role of decentralization and democracy. Studies of countries with a shorter democratic 

history would enable conclusions along these lines. However, there exists another 

possibility, and that is related to the way in which policymakers in these three countries 

discussed democracy aind decentralization. Many of them spoke about decentralization as 

if it were the same as democratization. In their minds it may be. Thus, the full 
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relationship between the two is a subject for future research as well. Future studies in this 

direction will need to incorporate the views of policymakers in the process, since the way 

in which they perceive themselves acting and the goals that they believe they are 

pursuing will undoubtedly affect the way decentralization plays out. 
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APPENDIX A: Glossary of Abbreviations 

Colombia 

DNP = Departamento Nacional de Planeacion (National Department of Planning) 

ELN = Ejercito de Liberacion Nacional (National Liberation Army) 

FARC = Fuerzas Armadas Revolucionarios de Colombia (Revolutionary Armed 

Forces of Colombia) 

FCM = Federacion Colombiana de Municipios (Colombian Federation of 

Municipalities) 

PC = Partido Conservador (Conservative Party) 

PL = Partido Liberal (Liberal Party) 

UP = Union Patriotica (Patriotic Union) 

VAT = Value Added Tax 
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Costa Rica 

ICEP = Instituto Costarricense de Estudios Politico / Costa Rican Institute for 

Political Studies 

IF AM = Instituto de Fomento y Aseson'a Municipal / Institute for Municipal Advice 

and Development 

PALA = Partido Accion Laborista Agn'cola / Agricultural Labor Party 

PFD = Partido Fuerza Democratica / Democratic Force Party 

PEN = Partido Integracion Nacional / National Integration Party 

PLN = Partido Liberacion Nacional / National Liberation Party 

PML = Partido Movimiento Libertario / Libertarian Movement Party 

PRC = Partido Renovacion Costarricense / Costa Rican Renovation Party 

PUSC = Partido Unidad Social Cristiana / Social Christian Unity Party 

UNGL = Union Nacional de Gobiemos Locales / National Union of Local 

Governments 
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Venezuela 

AAV Associacion de Alcaldes de Venezuela (Association of Mayors of 

Venezuela) 

AD Accion Democratica (Democratic Action) 

AGV Associacion de Gobemadores de Venezuela (Association of Governors of 

Venezuela) 

ANC Asemblea Nacional Constityente (National Constituent Assembly) 

COPEI Comite de Organizacion Poh'tica Electoral Independiente (Committee of 

Independent Political Electoral Organization) 

COPRE Comision Presidencial para la Reforma del Estado (Presidential 

Commission for the Reform of the State) 

FIDES Fondo Intergubemamental para la Descentralizacion (Intergovernmental 

Fund for Decentralization) 

LCR La Causa Radical (The Radical Cause) 

LDDT Ley Organica de Descentralizacion, Delimitacion y Transferencia de 

Competencias del Poder Publico (Organic Law of Decentralization, Delimitation, 

and Transfer of Competencies of the Public Power) 

LERG Ley sobre Eleccidn y Remocidn de los Gobemadores del Estado (Law 

regarding Election and Removal of the State Governors) 

LORM Ley Organica del Regimen Municipal (Organic Law of the Municipal 

Code) 

MAS Movimiento al Socialismo (Movement to Socialism) 

PIC Patente, Industria y Comcrcio (Industry and Commercial License Tax) 

PPT Patria Para Todos (Country for All) 

VAT/rVA Value Added Tax 
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Appendix B: Laws Affecting Decentralization in Colombia 

Law Number Title of Law 
Ley 14 de 1983 
(July 6. 1983) 
Ley 22 de 1985 
(Jan. 18, 1985) 

Ley 55 de 1985 
(June 18, 1985) 
Ley 130 1985 

Acto Legislative 1 de 
1986 
(Jan. 9, 1986) 
Ley 3 de 1986 
(Jan. 9, 1986) 
Ley 11 de 1986 
(Jan. 11, 1986) 

Ley 78 de 1986 
(Dec. 30, 1986) 

Ley 49 de 1987 
(Dec. 4, 1987) 

Ley 24 de 1988 
(Feb. 11, 1988) 
Ley 9 de 1989 
(Jan. II, 1989) 

Ley 29 de 1989 
(Feb.15, 1989) 
Ley 38 of 1989 
(April 21, 1989) 
Ley42de 1989 
(Sept. 8, 1989) 
Ley3de 1990 
(Jan. 3, 1990) 
Ley 10 de 1990 
(Jan. 10, 1990) 

Por la cual se fortalecen los flscos de las entidades 
territoriaies y se dictan otras disposiciones 
Por la cual se dictan normas sobre regimen administrativo de 
las Intendencias y Comisanas. se crean estfmulos por las 
mismas, se faculta al Presidente de la Republica para 
reorganizar el Departmento Administrataive de Intendencias 
y Comisanas. y se dictan otras disposiciones 
Por la cual se dictan normas tendientes al ordenamiento de 
las finanzas del Estado y se dictan otras disposiciones. 
Por la cual se actualizan las normas sobre vivienda obrera en 
los municipios 
Por la cual se reforma la Constitucion Poh'tica sobre eleccion 
popular de alcaides y consultas populares de caracter local 

Por la cual se expiden normas sobre la administracion 
departamental y se dictan otras disposiciones 
Por la cual se dicta el estatuto basico de la Administracion 
Municipal y se ordena la participacion de la comunidad en el 
manejo de los asuntos locales 
Por la cual se desarrolla parcialmente el Acto Legislative 1 
de 1986 sobre la eleccion popular de alcaides y se dictan 
otras disposiciones 
Por la cual se modifica y adiciona la ley 78, se dictan otras 
disposiciones y se reviste al presidente de la Republica de 
facultades extraordinarias 
Por la cual se reestructura el Ministerio de Educacion 
Nacional y se dictan otras disposiciones 
Por la cual se dictan normas sobre planes de desarrollo 
municipal, compraventa y expropiacion de bienes y se dictan 
otras disposiciones 
Por la cual se modifica paricalmente la Ley 24 de 1988, y 
otras disposiciones 
Por la cual se expide el Estatuto Organico del Presupuesto 
Nacional 
Por la cual se desarrolla el Articulo 6 del Acto Legislative 1 
de 1986 sobre consultas populares 
Por la cual se modifica y adiciona el Titulo Vn del Codigo 
de Regimen Municipal y se dictan otras disposiciones 
Por la cual se reorganiza el Sistema Nacional de Salud y se 
dictan otras disp>osiciones 



243 

Law Number Title of Law 
Ley 44 de 1990 Per la cual se dictan normas sobre catastro e impuestos sobre 
(Dec. 18, 1990) la propiedad rafz y se dictan ortas disposiciones de caracter 

tributario, y se conceden unas facultades extraordinarias 
Ley 53 de 1990 Por la cual se modifican algunos articulos de los codigos de 

Regimen Departmental y Municipal, los Decretos Leyes 
#1222 y 1333 de 1986, la Ley 78 de 1986 y el Decreto Ley 
77 de 1987 

Ley 1 de 1992 Por la cual se orgnaizacion y funcionamento de JALs en el 
(Jan. 28. 1992) Capital 
Uy 56 de 1993 DesarroUan parcialmente articulos 272 y 299 de la 
(July 9. 1993) constitucion nacional 
Ley 60 de 1993 Por la cual se dictan normas organicas sobre la distribucion 
(Aug. 12, 1993) de competencies de conformidad con articulos 151 y 228 de 

la constitucion politica y se distribuyen recursos segun los 
articulos 356 y 357 de la constitucion politica y se dictan 
otras disposiciones 

Ley 128 de 1994 Por la cual se expide la ley organica sobre areas 
(Feb. 23, 1994) metropolitanas 
Ley 136 de 1994 Por la cual se dictan normas tendientes a modemizar la 
(June 2, 1994) organizacidn y el funcionamiento de municipios 
Ley 152 de 1994 Por la cual se establece la ley Organica del Plan de 
(July 15. 1994) Desarrollo 
Ley 166de 1994 Se deroga el articulo 202 de la Ley 136 de 1994 y el 
(Nov. 25, 1994) Decreto-ley 1678 de 1994 y se figan las apropiaciones 

presupuestales para las personen'as y contralorias distritales 
y municipals 

Ley 177de 1994 Modifica ley 136 de 1994 
(Dec. 28, 1994) 
Ley 388 Por la cual se modifica la Ley 9 de 1989 y la Ley 3 de 1991 
(1997) y se dictan otras disposiciones 
Ley 481 Por la cual se effectuan unas modificaciones en el 
(Nov. 15, 1998) presupuesto de rentas y recursos de capital y en la ley de 

apropiaciones para la vigencia fiscal de 1998 
Ley 482 Por la cual se decreta el presupuesto de rentas y recuros de 
(Nov. 15, 1998) capital y ley de apropiaciones para la vigencia fiscal del 1 de 

enero al 31 de diciembre de 1999 
Ley 488 Por la cual se expiden normas en material tributaria y se 
(Nov. 18, 1998) dictan otras disposiciones 
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Law Number Title of Law ^ 
Ley 489 Por la cual se dictan la ley general o estatuto basico de 
(Dec. 29, 1998) Organizacidn y funcion de la administracion publica, se 

regula el ejercicio de la function adminstrativa y se expiden 
las disposiciones para el cumplimiento de la atribucion a que 
se refiere el articulo 189, #15 y 16 de la constitucion 
politica 

This list only includes laws that affect subnational governance in the entire country. 
There is a substantial number of laws, that affect one particular municipality by providing 
a particular local good. TTiese have been excluded from this list since they do not 
appropriately constitute decentralization. 
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Appendix C: Presidential Decrees Since 1990 which Affect 
Decentralization in Colombia 

Decree Number 
(Date) 

Title of Decree 

0140 de 1990 
(Jan. 15, 1990) 
1881 de 1990 
(Aug. 17. 1990) 
2496 of 1990 
(Oct. 23. 1990) 
1542 de 1991 
(June 18, 1991) 
1916de 1991 
(Aug. 5, 1991) 
2274 de 1991 
(Oct. 4. 1991) 

2440 de 1991 
(Oct. 30, 1991) 
106 de 1992 
(Jan. 22, 1992) 
476 de 1992 
(March 17, 
1992) 
990 de 1992 
(June 10, 1992) 
1811 de 1992 
(Nov. 9, 1992) 
1967 de 1992 
(Dec. 7, 1992) 

2011 de 1992 
(Dec. 14, 1992) 
2130 de 1992 
(Dec. 29, 1992) 
2173 de 1992 
(Dec. 30, 1992) 

257 de 1993 
(Feb. 4, 1993) 
1421 de 1993 
(July 21, 1993) 

Se fija ei numero de diputados a la asemblea que elige cada 
Departamento 
Se dictan normas conducentes al fortalecimiento de la politica de 
descentralizacion administrative 
Crea una Mision para la descentralizacion y la finanzas de las 
entidades territoriales 
Se crea el sistema de apoya al desarrolio Institucional de Municipios 

Se amplia el plazo de la Mision para la descentralizacion y las 
fmanzas de las entidades territoriales 
Se dictan normas tendientes a asegurar la debida organizacion y 
funcionamiento de las entidades territoriales erigidas como 
departamientos en la Constitucion Politfca 
Se integra la Comision Asesora para la Reestructuracion de la 
Administracion Publica 
Se determina el numero de diputados que puede eliger cada 
departamento 
Se modifica el decreto 2817 de 1991 

Se modifican parcialmente los Decretos 969 y 970 de 1991 

Se dictan normas para hacer efectivas las ordenes que en materia de 
orden publico imparta el Presidente de la Republica 
Se reglamenta el Titulo DC del Codigo de Regimen Municipal e lo 
relacionado con la conformacion de Juntas o Consejos Directives de 
las entidades descentralizadas 
Se conforma el consejo nacional para la descentralizacion 

Atribuyen funciones a los Ministeros, Directores de Departamento 
Administrativos, y jefes de otras entidades 
Se reglamentan el recaudo y la retencion de los Impuestos de Oro y 
Platino, la forma como se trasladara su producto a los municipios 
productores, y se dictan otras disposiciones 
Se conforma el consejo nacional para la descentralizacion 

Se dicta el regimen especial para el Distrito Capital de Santafe de 
Bogota 
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Decree Number 
(Date) 

Title of Decree 

2537 de 1993 
(Dec. 17.1993) 
2594 de 1994 
(Nov. 24, 1994) 

2626 de 1994 
(Nov. 29, 1994) 

2796 de 1994 
(Dec. 22, 1994) 
338 de 1995 
(Feb. 20, 1995) 
380 de 1995 
(Feb. 27, 1995) 
638 de 1995 
(April 18, 1995) 
654 de 1995 
(April 26, 1995) 
606 of 1996 
(March 27, 
1996) 
325 de 1997 
(Feb. 11, 1997) 
896 de 1997 
(April 1, 1997) 
915 de 1997 
(April 2, 1997) 
1523 de 1997 
(June 6, 1997) 
1187de 1997 
(June 24, 1997) 
141 de 1997 
(July 21, 1997) 

Se reglamenta el articulo 174 de decreto-Iey 1421 

Se determina la integracion de la Compania Asesora del Gobiemo 
Nacional para la cotnpilacion de las disposiciones constitucionaies y 
legales vigentes para la organizaciony el funcionamiento 
Se expide la compilacion de las disposiciones constitucionaies y 
legales vigentes para la organizacion y el funcionamiento de los 
municipios 
Reglamenta parcialmente de Decreto-Iey 2626 de 29 de Nov de 1994 

Se crea el Comite Nacional de Cofinanciacion 

Se reglamenta el articulo 600 del Decreto-Ley 2626 de 1994 

Se reglamenta el articulo 13 de la Ley 136 de 1994 

Se modifical articulo I de Decreto numero 477 de 22 de marzo de 
1995 
Se reglamenta la conformacion del Comite de Cofinanciacion, y 
establecer reglas para el funcionamento 

Se modifica parcialmente el decreto 638 de 1995 

Se modifican los Decretos 2680 de 1993 y 427 de 1994 

Se adiciona el D2796 de 1994 

Se amplia, para el ano 1997, el termino para la entrega de la informe 
sobre ejcucion presupuestal por parte de los municipios 
Se reglamenta el articulo 34 del decreto-Iey 1421 de 1993 

Se adoptan de manera piermenente unos sectores de inversion social 
financiables con recursos de la particular municipio de los ingresos 
corrientes de la nacion 



247 

Appendix D: Decentralizing Laws in Costa Rica 
Law Number 
(Date Initiated) 

Law Title Initiated By 

Ley 4340 
(May 30.1969) 

Ley 4467 
(Feb 9. 1971) 

Ley 7269 
(Oct. 27. 1983) 
Ley 7428 
(Sept. 7, 1994) 
Ley 7509 
(May 9,1995) 
Ley 7620 
(Sept. 3, 1996) 

Ley 7552 
(Oct. 2, 1995) 

Ley 7729 
(Dec. 15, 1997) 
Ley 7755 
(Feb. 23, 1998) 
Ley 7812 
(July 8. 1998) 

Ley 7794 
(May 18, 1998) 
Ley 7852 
(Nov. 26, 1998) 

Ley 7881 
(June 9, 1999) 

Ley 7898 
(Aug 11, 1999) 

Ley de Nueva Distribucion del Impuesto 
Territorial entre el Poder Ejecutivo y las 
Municipalidades 
Ley de Organizacion y funcionamiento 
del Instituto de Fomcnto y Asesoria 
Municipal (IFAM) 
Ley de Creacion de la Alcaldias Civiles 
de hacienda. 
Ley Organica de la Controlaria General 
de la Republica 
Impuesto sobre Bienes Inmuebles 

Reforma al articulo 186 del Codigo 
Municipal 

Ley de Subvencion a las Juntas de 
educacion por parte de la 
Municipalidades 
Modificacion dc la Ley 7509, impuesto 
sobre Bienes Inmuebles 
Control de las Partidas Especificas con 
Cargo al F^supuesto nacional 
Ley que adicion del titulo Vm y del 
Transitorio o FV al Codigo Municipal, 
Ley 7794 
Codigo Municipal 

Desconcentracion de los Hospitales y las 
Clinicas de la Caja Costarricense de 
Seguro Social 

Reforma del articulo 28 y adicion de un 
articulo 81 bis al Codigo Municipal, Ley 
7794 de 30 de Abril de 1998. 
Modiflcacion del Codigo Municipal para 
reformar sus articulos 75 y 76 y 
adicionarie los articulos 76 bis, 76 tres y 
el transitorio IV. 

Deputies Arauz Aguilar and 
Fernandez Fallas. 

Poder Ejecutivo 
(Ministerio de Gobemacion, 
Carlos Manuel Vicente Castro). 
Poder Ejecutivo. 

Deputies. Juan Jose Trejos 
Fonseca. 
Poder Ejecutivo. 

Deputies Gonzalo Faijardo Salas, 
Juan Luis Jimenez Succar, 
Humberto Fuentes Gonzales, 
Benvenido Venegas Porras. 
Deputies Francisco Pacheco 
Fernandez and Maria Elsy 
Corrales Blanco. 
17 Deputies 

Deputy Rodolfo Bienes Gomez 

8 Deputies 

Deputy Juan Luis Jimenez Succar 

Deputies Abel Pacheco de la 
Espriella, Isabel Chamorro 
Santamaria, Joycelyn Sawyers 
Roayl, Sonia Villalobos Barahona, 
Manuel Larios Ugalde, Sergio 
Salazar Rivera, Marisol Clachar 
Rivar, Elberth Gomez Cespedes, 
Walter Munoz Cespedes. 

Deputy Juven Cambronero Castro 

Deputy Luis Fishman Zonzinski 
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Ley 7888 Reforma del articulo 30 del Codigo Deputy Emmanuel Ajoy Chan 
(June 29. 1999) Municipal 



249 

Appendix E: Bills which would affect Decentralization in Costa 
Rica 

File Number Bill Title Initiated By Status 
(Data 
Initiated) 
12433 Reforma al Titulo VIII del Deputy Otton Soli's Fallas. Rejected in 
(Nov 2, 1995) Codigo Municipal: Concejos committee 

de Distrito 
12712 Refonna al Codigo Municipal Deputies. Juan Luis Approved in 
(Sept. 9, 1996) y al Codigo Electoral Jimenez Succar, Humberto committee. 

Fuentes Gonzalez, Marlene " Pending/T abled" 
Gomez Calderon, in the Asemblea 
Edelberto Castiblanco Legislativa 
Vargas, Alexander Salas 
Araya, Rodrigo Gutierrez 
Schwanhauser, Alejandro 
Chavez Ovares. 

12717 Modificacion al articuio 88 del Deputy Antonio Alvarez Rejected in 
(Sept. 5, 1996) Codigo Municipal Desanti. committee 
12725 Modificacion al articuio 4 del Deputy Edelberto Rejected in 
(Sept. 5, 1996) Codigo de Nornias y Castilblanco Vargas. committee 

procedimientos tributarios y al 
capitulo IV, del titulo IV del 
Codigo Municipal 

13527 Reforma de los arti'culos 13 Deputies Juven Currently under 
(May 1. 1999) inciso p, 17 inciso f, 21, 22, 26 Cambronero Castro, study in 

inciso e, 27, 29, 30, 30, 32, 35, Walter Cespedes Salazar, commission 
36, 44, 49,51,52, 79,81,84, Roger Vflchez Cascante, 
182, se agregan cinco arti'culos Virgina Aguiluz Barboza, 
lObis, 1 Ibis, 28bis, 28ter, Rafael Villata Loaiza, Jose 
29bis y eliminacion del Manuel Nunez Gonzalez. 
articuio 85 del Codigo 
Municipal, Ley 7794 

132525 Reforma del articuio 182 del Deputy Irene Urpi Currently under 
(May 1, 1999) Codigo Municipal Pacheco. study in 

commission 
13847 Reforma de los arti'culos 14, Deputy Virgnia Aguiluz Currently under 
(Nov. 30, 19, 29, 33, 34, 49 y deroguese Barboza. study in 
1999) el trzuisitorio I incluyese un commission 

nuevo transitorio II de la Ley 
7794 (Codigo Municipal) 

13705 Reforma del articuio 62 del Deputy Jorge Eduardo Currently under 
(Aug. 17, Codigo Municipal, Ley 7794, Sanchez Sibaja. study in 
1999) del 30 Abril de 1998 commission 
13798 Ley de creacion de los Deputy Jose Manuel Currently under 
(Oct. 29, fideicomisos sociales Nufiez Gonalez. study in 
1999) cantorales commission 
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File Number Bill Title Initiated By Status 
(Data 
Initiated) 
13700 Reforma a los articulos 2 y 4 Deputies. Jorge Eduardo Currently under 
(Aug. 9, 1999) inciso J de la Ley 7755 control Sanchez Sibaja, Walter study in 

de las partidas especificas con Cespedes Salazar. commission 
cargo al presupuesto nacional 

13528 Adicion de un nuevo ti'tulo Deputy Rafael Villalta Approved in 
(May 1, 1999) XVni al Codigo Municipal Loaiza. committee. 

" Pending/T abled" 
in the Asemblea 
Legislativa 

13271 Adicion dc un articuio 62 bis Deputy Jose Merino del Approved in 
(Sept. 2. 1998) al Codigo Municipal. Ley 7794 Rio. committee. 

del 18 Mayo de 1998 "Pending/Tabled" 
in the Asemblea 
Legislativa 

13247 Modificacion al articuio 28 de Deputy Manuel Alfonso Rejected in 
(July 31, la Ley 7794, Codigo Municipal Larios Ugalde. comminee 
1998) 
13207 Adicion de un transitorio al Deputy. Otto Guevarra Rejected in 
(July 1, 1998) articuio 33 de la ley 7794 de Guth, with co-sponsors. committee 

30 de abril de 1998, Codigo 
Municipal 

12519 Ley organica para la Deputy. Alexander Salas Rejected in 
(Dec. 4, 1995) descentralizacion territorial. Araya. committee 

creacion de las entidades 
provinciales, regionales y 
normas para el traslado de 
competencias nacionales a las 
municipalidades 

13484 Reforma al articuio 170 de la Deputies Guillermo Approved in 
(Dec. 10, constitucion politica Constenla Umana, Virginia committee. 
1998) Aguiluz Barfooza, Roger "Pending/Tabled" 

Vilchez Cascante. Man'a in the Asemblea 
Isable Chamorro Legislativa 
Santaman'a, Daniel 
Gallardo Monge, Rodofo 
Salas Salas, Rafael Arias 
Fallas. Alicia Foumier 
Vargas, Alvaro Torres 
Guerrero, Alex Sibaja 
Granados, Frantz Acosta 
Polonio. 
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Appendix F: Laws (and modifying decrees) affecting 
Decentralization in Venezuela 

Modified Title of Law 
Ley Organica de las Dependencias Federales. July 20, 1938 

How Modified 

Ley de Emision de Bonos de la Deuda Publica 
Nacional para cubrir obligaciones 
Administrativas 

Ley que Establece el Regimen para la 
Conciliacion, Compensacion y Pagos de 
Deudas entre Organismos Gubemamentales 
y enu-e estos y los Estados o los 
Municipios. 

Ley Organica de Coordinacion de la Inversion 
del Situado Constitucional con los planes 
administrativos desarrollados con el poder 
nacional. 

Ley Organica de Regimen Municipal 

Ley Organica de Territorios Federales 

Ley de Reforma Parcial del Estatuto Sobre el 
Regimen de Jubilaciones y Pensiones de los 
Funcionarios o Empieados de la 
Administracion Publica Nacional, de los 
Estados y de los Municipios 

Aug. 30, 1968 

Sept. 20, 1975 

July 31, 1975 

June 8, 1976 

Dec. 19, 1981 
Sept. 13, 1986 

Dec. 19, 1980 

Nov. 8, 1976 
Aug. 18, 1978 

March 29, 1984 

Oct. 10, 1988 

Jan. 21, 1998 

June 15, 1989 

July 14, 1984 

July 18, 1986 

By presidential 
decree #1615 

By congress 
By presidential 

decree #1451 
By congress 

New law passed by 
congress 

New law passed by 
congress 

New law passed by 
congress 

By presidential 
decree #2368 

New law passed by 
congress 
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Title of Law Modified How Modified 
Ley de Reforma Parcial de la Ley Organica del Dec. 30, 1986 

Distrito Federal 

Ley sobre el periodo de los Poderes Piiblicos 
de los Estados 

Ley sobre Eleccion y Remocion de los 
Gobemadores del Estado 

Ley Organica de Descentralizacion, 
Delimitacion y Transferencia de 
Competencias del Poder Publico. (Note: 
this law replaces the Ley Organica de 
Coordinacion de la Inversion del Situado 
Constitucional con los planes 
administrativos desarrollados con el (Kxler 
nacional.) 

Aug. 9, 1988 

April 13, 1989 

Aug. 29, 1988 

April 13.1989 

Dec. 20, 1989 

Ley Especial que da categoria de Estado al 
Territorio Federal Delta Amacuro 

Ley que autoriza al ejecutivo nacional para 
realizar operaciones del credito publico, 
para tender obligaciones contraidas por el 
institute de aseo urbano para el Area 
Metropolitana de Caracas y del instituto 
municipal de aseo urbano del municipios 
Maracaibo del estado Zulia, con las 
empresas operadoras, contratistas y 
proveedores, vencidas al 31 de Octubre de 
1991. 

Ley especial que eleva a la categoria de Estado 
al territorial Federal Amazonas 

Dec. 13, 1993 

June 4. 1992 

Aug. 3, 1991 

Nov. 28, 1991 

New law passed by 
congress 

New law passed by 
congress 

New law passed by 
congress 

By presidential 
decree #3250 

By presidential 
decree #2297 

July 29, 1992 
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Title of Law Modified How Modified 
Ley de Reforma Parcial de la Ley Organica de Oct. 26, 1992 

Credito Publico 

Ley de Reforma Parcial de la Ley Organica de June 5, 1995 
la Administracion Central 

Aug. 30, 1999 

Ley que crea el Fondo Intergubemamental Dec. 3, 1996 
para la Descentralizacion. (FIDES) ® 

(This law replaced Presidential decree 3265 of 
1993) 

Aug. 16, 1995 

Ley Organica sobre emolumentos y 
jubilaciones de altos funcionarios de las 
entidades federates y municipales 

Ley Organica que creas el Territorio Federal 
Vargas 

Ley Especial que Eleva a ia Categon'a de 
Estado al Territorio Federal de Vargas 

Dec. 12, 1996 

May 29, 1998 

June 23, 1998 

By presidential 
decree #253 

By presidential 
decree #796 

All laws were initially passed by the congress through the normal procedures. Consequently, the "how 
modified?" cell is left blank for those that have not been revised either by decree or the adoption of a new 
law. 
® There is a yearly decree passed related to this law. which approves a poverty indicator to be used to 
distribute the percentage that is based on poverty. These are found in the decrec listings. 
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Appendix G: Presidential Decrees affecting Decentralization in 
Venezuela 

Decree Title Decree 
Number 

Date Issued 

Se encomienda a los gobemadores de los distritos 
estados de la Republica la elaboracion del cum'culo 
basico estadal que en el se menciona 

2745 of 1998 Sept. 29, 1998 

Mediante el cual se dispone que el monto de la 
asignacion que corresponde a los Estados y 
Municipios se debe distribuir de acuerdo con los 
porcentajes que en el se senalan 

Mediante el cual se dispone que el monto de la 
asignacion que corresponde a los estados y 
municipios se debe distribuir de acuerdo con los 
porcentajes que en el se especifican 

Mediante el cual se dictaron las normas sobre 
coordinacidn de competencias entre el ejecutivo 
nacional y los municipios en las actividades de 
plantacion, transplante poda y talla de drboles en 
areas urbanas 

Mediante el cual se aprueba el indicador de solidaridad 
y compensacion inter-territorial para que sirva de 
criterio para distribuir el 35% asignado a las cuentas 
de participacion de los estado y municipios que 
presenten deficit relativos a servicios publicos 
basicos superiores al promedio nacional 

Mediante el cual se dispone que se pague a cada 
trabajador al cual le fue aplicada la medida de 
reduccion de personal por el proceso de re-
estructuracion administrativa de la gobemacion del 
Distrito Federal un bono adicional equivalente al 
monto que percibiera, por concepto de prestaciones 
sociales 

Mediante el cual se dicta el reglamento sobre los 
procedimientos de seleccion del contratista para la 
ejecucion de obras, adquisicion de bienes o 
prestacion de servicios de caracter comercial |X)r el 
gobiemo del Distrito Federal y sus servicios 
autonomos 

Mediante el cual se dicta el Reglamento de Comite de 
Planificacion y Coordinacidn del Distrito Federal 

2704 of 1998 Aue. 5, 1998 

1942 of 1997 July 9, 1997 

1170 of 1997 March 25, 
1997 

1498 of 1996 Sept. 18,1996 

154 of 1996 April 23. 1996 

93 of 1996 March 1, 1996 

92 of 1996 Feb. 26, 1996 
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Decree Title Decree Date Issued 
Number 

Mediante el cual se aprueba el indicador de deficit 953 of 1995 Nov. 29, 1995 
relativo a los servicios publicos basicos estadales y 
municipales disenado por el FIDES y aprobado por 
su director ejecutivo en sesion de fecha 1 Junio 
1995, con base en las necesidades basicas 
insatisfechas (NBI) que proporciona informacion 
sobre los asp>ectos estructurales del fenomeno de la 
pobreza 

Mediante el cual se dicta la reforma parcial del 835 of 1995 Nov 17, 1995 
reglamento de la Ley de Estatuto sobre el regimen 
de jubilaciones y pensiones de los funcionarios o 
empleados de la administracion publica nacional, de 
los estados y de los municipios 

Mediante el cual se dicta el reglamento sobre la 796 of 1995 Aug. 16, 1995 
participacion de los municipios en los recursos del 
FIDES 

Mediante ei cual se suspenden los efectos juridicos de 31 of 1994 Feb. 24, 1994 
los articulos que en el se senalan, relativos al 
reglamento de los servicios de atencion a la salud 

Mediante el cual se dicta el reglamento para coordinar 44 of 1994 Feb. 23, 1994 
las funciones del poder nacional con las de los 
estados en material de transferencia de 
competencias 

Mediante el cual se dicta la reforma parcial (no. 6) de 3309 of 1993 Dec. 22, 1993 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
sobre el consejo de gobiemos del Area 
metropolitana de Caracas 

Mediante el cual se dicta el reglamento parcial de la 3304 of 1993 Dec. 22, 1993 
Ley de Turismo y de la Ley Organica de 
Descentralizacion, Delimitacion y Transferencia de 
Competencias del poder publico sobre relaciones 
intergubemamentales en material turistica 

Mediante el cual se regulan los mecanismos de 3265 of 1993 Nov. 25, 1993 
participacion de los estados y municipios en el 
producto del impuesto al valor agregado y el fondo 
intergubemamental para la descentralizacion 
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Decree Title Decree 
Number 

Date Issued 

Mediante el cual se dicta la reforma parcial (no. 1) de 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del pcxier publico 
sobre las transferencias de servicios y competencias 
a los estados y los acuerdos previos a la 
transferencia de servicios y la cogestion 

Mediante el cual se dicta la reforma parcial (no. 8) de 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
sobre encomienda a los gobemadores del estado de 
las atribuciones en material de administracion de las 
carceles nacionales 

Mediante el cual se dicta el reglamento parcial de la 
Ley de Proteccion al consumidor y de la Ley 
Organica de Descentralizacion, Delimitacion y 
Transferencia de Competencias del poder publico 
sobre encomienda a los gobemadores del estado y 
sobre delegacion a los gobiemos municipales de las 
atribuciones de flscalizacion y control del alza 
indebida de precios y de defensa y proteccion a los 
consumidores 

Mediante el cual se dicta la reforma parcial (no. 7) de 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
en material de vialidad terrestre 

Mediante el cual se crea el consejo nacional de alcaldes 
Mediante el cual se dicta la reforma parcial (no. 5) de 

la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
sobre la desconcentracion de atribuciones en 
material de transporte, transito terrestre y vigilancia 
de la circulacion a los gobemaciones de estado 

Mediante el cual se dicta la reforma parcial (no. 4) de 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
sobre nombramiento de ios directores o 
coordinadores de las dependencias de los 
ministerios y de los institutos autonomos en los 
estados 

3250 of 1993 Nov. 18, 1993 

3188 of 1993 Oct. 7, 1993 

3184 of 1993 Oct. 7, 1993 

3177 of 1993 Sept. 30, 1993 

3169 of 1993 
3121 of 1993 

Sept. 24, 1993 
Sept. 2, 1993 

3109 of 1993 Aug. 19, 1993 
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Decree Title Decree Date Issued 
Number 

Mediante el cual se dicta la reforma parcial (no. 3) de 3104 of 1993 Aug. 12, 1993 
la Ley Organica de Descentralizacion, Delimitacidn 
y Transferencia de Competencias del poder publico 
sobre el consejo territorial de gobiemos (CTG) y la 
organizacion intergubemamental para la 
descentralizacion 

Mediante el cual se dicta la reforma parcial (no. 2) de 3085 of 1993 July 22, 1993 
la Ley Organica de Descentralizacion, Delimitacion 
y Transferencia de Competencias del poder publico 
sobre los mecanismos institucionales para la 
descentralizacion de la administracion publica 
nacional 

Mediante el cual se dicta el reglamento para el 3055 of 1993 June 28, 1993 
nombramiento de los directores o coordinadores de 
las dependencias de los ministerios en los estados 

Dicta reforma parcial del Reglamento de la Ley del 1780 of 1991 Aug. 15, 1991 
Estatuto sobre el regimen de jubilaciones y 
pensiones de los funcionarios o empleados de la 
administracion publica nacional, de los estados y de 
los municipios 

Mediante el cual se dicta el reglamento parcial No. 1 dc 1297 of 1990 Nov. 22, 1990 
la Ley Organica de Regimen Municipal sobre la 
participacion de la comunidad 

Mediante el cual se dicta la Reforma Parcial de 1073 of 1990 Aug. 9, 1990 
Reglamento de la Ley del Estatuto sobre el Regimen 
de Jubilaciones Y Pensiones de los Funcionarios o 
Empleados de la Administracion Publica Nacional 
de los Estados y Municipios 

Mediante el cual se dispone que los organismos de la 401 of 1989 Aug. 17, 1989 
administracion publica central, los institutos 
autonomos, las empresas del estado y los demas 
entes de la administracion descentralizada, deberan 
registrar sus programas y proyectos de inversion en 
el banco nacional de proyectos que lleva la oflcina 
central de coordinacion y planificacion de la 
presidencia de la Republica 
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Decree Title Decree Date Issued 
Number 

Mediante el cual se dispone que el ministro de 2720 of 1989 Jan. 25, 1989 
relaciones interiores, ejercera la tutela de la 
Fundacion par el Desarrollo y Fomento de la 
Comunidad (FUNDACOMUN), cuyo documentos 
constitutivo y estatuario deberan ajustarse a las 
disposiciones contenidas en el decreto No. 677 de 
Fecha 21 de Junio de 1985 
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