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SECTION ONE: Overview

1.A. The Implications of Regional Variation for Local Government

This paper addresses regional variations in local governance traditions. The paper describes
perceived regional variations in local governance tradition that USAID policy documents, but
does not describe. Influences noted at the regional level that affect local governance, include:

1) historical external influences (colonial experience/historic imperialism), 2) internal influences
including culture and political institutions including decentralization policy; 3) contemporary
external influences, the influence of foreign assistance on decentralization; and 4) the role of
mass-based political organizations and NGOs.™? As authors of a recent regional study conclude,
“The success of decentralization, like many other important initiatives...cannot be viewed outside
the historical and political context in which it is implemented.”® Another author tells us that local
governance or decentralized “units or activities cannot be studied in isolation from their
environmental context....”* In examining regional variations, this paper has identified examples
of broadly differentiating characteristics among significant political cultures as they relate to local
governance.’ Political cultures are discussed as primarily secular of either a rationalist or
ideological kind or, alternatively, rooted in global or regionally significant religions or other
philosophical value systems. Since culture and context matter, are regions a helpful unit of
analysis for local governance programs?

Case studies of decentralization within a single region document widely varying results. [Tulchin
and Selee, 2004] Regions are culturally heterogeneous. Cultural diversity within a state may
stimulate decentralization policies and later challenge decentralization implementation. Culture
matters at the local (subnational) level in assessing local government accountability and
transparency and the degree and pace of decentralization success. Culture and external influences
both matter when formulating and implementing decentralization policies directed toward the
institutionalization of democratic local governance.®

Decentralization has been called the missing element between poverty reduction and anti-poverty
efforts and democratic governance in LDCs.” Proponents assert that subnational governments are
more accountable to citizens since they are more accessible to them. They also see
decentralization leading to improved citizen participation in local issues. Finally, some
proponents of decentralization justify the structural changes required on efficiency grounds,
asserting that local control of resources improves service delivery. [Tulchin and Selee, 2004]
Detractors cite the problem of decentralization offering power and resources that enshrine
powerful local elites. Supporters appear to have prevailed, as according to estimates, 63 out of the
75 countries with a population over 5 million have undergone a major process of decentralization
since 1980. [Rebecca Abers: 2000, Inventing Local Democracy in Tulchin and Selee, 2004]

Methodologically, while conclusions about regional differences are best based on empirical
analysis, this paper is intended as a desk study using secondary sources. The scope of work
examines regional variations within the four meta-regions into which USAID organizationally
divides itself: 1) Asia and the Middle East; 2) Latin America and the Caribbean; 3) sub-Saharan
Africa; and 4) Europe and Eurasia. The paper includes distinctions regarding USAID
decentralization/local governance strengthening efforts in fragile states that have significant
mass-based political movements, parallel governance, or “shadow” governments. Mass-based
political movements outside of formal government structures are the governance structures
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citizens seek when they “exit” formal government. The concept is explained in subsection 1.C
below.

The larger goal of this paper is to contribute to the academic literature on regional differences in
the realization of decentralization and local governance worldwide and to determine to what
extent regional characteristics describe generalized social and political patterns of subnational
governance.® According to Oluwu and Wunsch, over time, “collective learning will tend to
converge on personally rational strategies, given local conditions.” This paper concludes that
contemporary subnational forms of governance are the product of all four influences discussed.
These influences have shaped local governance forms in each region but regional variations alone
are not predictive of local governance forms. Regional variations based on geography overlook
important cultural and historical influences that are global, like the centralizing influence of
military regimes, regardless of region. Regional variations based on geography do not do justice
to similarities of context, such as state-to-state similarities among states that retain British
administration systems, such as Ghana and Malaysia, or issues of centralization and the role of
Islam that may link Pakistan and Egypt.

1.B. The Organization of this Paper

The paper has three sections: an Overview, Regional Variations, and Conclusions. Section One,
the Overview, explains the purpose of the paper and its organization, defines the regions of study
and presents the terms used. The second section of the paper discusses differences in local
governance and decentralization structures and practices in the four regions of the world, as
classified by USAID. Subnational forms of governance are discussed for each region with
examples from dominant countries or those with compelling decentralization experience. (All
countries could not be discussed.)

Section Two, Regional Variations in Local Governance Traditions, also discusses the four regions
of sub-Saharan Africa, Latin America and the Caribbean, Europe and Eurasia, and Asia and the
Near East by looking at four characteristics that influence subnational governance in each region:
1) historical external influences, 2) internal influences (culture and politics), 3) contemporary
external donor influences, and, finally, 4) the role of mass-based political organizations, shadow
or parallel governance in fragile states as such groups affect subnational governance.

Section Three, Conclusions, discusses the centralizing and decentralizing impact of the factors
that affect regional variations on local governance including the significance of both historical
and contemporary external influences, the role of culture on local governance forms, the role of
external foreign assistance, and the role played by society-based parallel governance institutions
(including social movements, militarized organizations, and intermediation structures).*® This
section answers the question, “Do Regions Matter?” for analyzing local governance forms. It also
provides conclusions about external and internal influences in each region.



Regional Variations in Local Governance

1.C. Terms Used in the Paper

1.C.1. Terms: Regions Defined

Each of the four regions defined by the U.S. Agency for International Development is determined
by geographic proximity. Yet, each region is culturally and politically heterogeneous. Also,
within each region, many states were created within arbitrary borders established by colonial
powers. Borders grouped several (often hostile) nations within the same country or established
boundaries that split ethnic groups and cultures. The forging of new national identities has been an
explicit objective for policymakers inside and outside of many countries ever since.

The four regions surveyed are:

1. Sub-Saharan Africa: In sub-Saharan Africa, we begin with a discussion of local control
under colonial rule and the way in which geographical control became the basis of local
level control. The colonial influences include Anglophone, Francophone, and Lusophone
structures and processes. Traditional indigenous values in Western, Central, Eastern, and
Southern Africa have a significant impact on patterns of local governance. External
influences have continued to influence post-colonial local governance and local level
control mechanisms. The failure of local level governance mechanisms often has left both
traditional organizations and mass-based political organizations in a commanding
position to influence decisions.

2. Latin America and the Caribbean: In Central and South America, Iberian historical
values, and their impact on patterns of patronage and local control, predominate.
Centralized government institutions have worked to counter the influence of strong local
elites. One tradition in Latin America is the Iberian tradition of “municipalism.” In the
Caribbean, the British model, and to a lesser extent the Dutch and French models,
predominate. Since the end of the World War Il a number of donors have tried to
introduce decentralization reforms and support for civil society. Though the Iberian
tradition provides a unity of analysis not available in other regions, the Caribbean
includes non-lIberian British models.

3. Europe and Eurasia: Decentralization policies have been successfully implemented in
parts of Eastern Europe and the Balkans. Some practitioners believe that decentralization
echoes nationalist tendencies and political divisions sought by the population for ethnic
and cultural reasons. Focus will be on former socialist/communist states in Eastern
Europe and the impact of historical and cultural influences on the types of
decentralization that are evolving there. In Eastern Europe and Eurasia, we stress the
importance of both historical patterns of land-based imperial control and the Soviet
period between 1917 and 1989 (or 1945-1989 in much of central Europe). A number of
donor programs continue to target local government strengthening. The legacy of the
Soviet period and ethnic and religious conflicts have limited the role played by civil
society in Eastern Europe.

4, Asia and the Near East: This area includes East, Southeast, South Asia, the Middle East,
and North Africa. Primary concerns are the impact of postwar foreign assistance on the
nature of political authority as well as the impact of religion and kingship, ethnic identity,
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and colonial structures on local governance. The British, French, and Dutch colonial
model in South and Southeast Asia and the impact of the Ottoman Empire in the Near
East have been important in the evolution of patterns of local government. Asia and the
Near East represents a vast area for analysis and the paper notes both multiple legacies of
imperial control and varied patterns of local governance tradition and practice. Multiple
legacies include not only the post-world war occupation and reconstruction, but also the
end of the cold war, contemporary foreign aid, and, more recently, the influence of the
Arab-Israeli conflict, terrorism, and mass-based political movements on debates about
local democratic governance.

Section 3 of the paper recommends that, in future, a better unit of analysis and
programming may be to use at least two regions to define Asia and the Near East, namely
Near East and Asia. The State Department divides this same region into three: Near East,
Asia and the Pacific, and South and Central Asia.

1.C.2. Terms: Internal and External Influences Defined

1.C.2.1. External influences: Historical Colonial/lmperial Traditions and Contemporary
Foreign Aid

Two types of external influences are discussed in the paper. The first are historical influences of
empires and colonial regimes. Examples include the Ottoman Empire and its prefectoral type of
control over the Near East region and the Spanish colonial empire and its impact on centralized
governance in Latin America.

Secondly, foreign aid and technical assistance are among the factors that positively and
negatively influenced regional variation in local governance traditions. Foreign assistance has
exerted centralizing influence during the period of the 1960s and 1970s when development
theorists supported a strong central state directing and organizing investment and economic
growth. More recently, states have been targeted by donors and their development partners as
they try to apply principles of participatory local governance.

Currently, the Asian Development Bank (ADB) and the World Bank refer to “public sector man-
agement” and decentralized “service delivery”*! both instrumental approaches to decentralization.
It is within such instrumental contexts that decentralization—especially administrative and fiscal
decentralization—is most often considered.'? Political decentralization and the enfranchisement
of new groups in developing countries is a more sensitive and less likely area of direct, overt
donor involvement.

1.C.2.2. Internal Influences: Local Government, Local Governance, Decentralization, and
Culture

Local governance is the way power is exercised at the local level by state or subnational actors
for the allocation and management of a country’s public resources. That definition, in turn,
encompasses two related processes: 1) the manner in which conflicts or disagreements about the
allocation of public resources are resolved (conflict resolution and policymaking); and 2) the
process through which public resources are actually allocated and managed at the local level for
achieving priority societal objectives (planning and implementation). Local governments are
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organizational constructs authorized by the central government including devolved constitutional
arrangements and deconcentrated and delegated elements of the state at the subnational level.®

Under internal influences, the regional discussions below also identify broad local government
purposes; distinguish between federal and unitary systems as legally defined; and classify
countries according to whether they are constitutionally federal or unitary. Elections are discussed
as elements of political decentralization. These are elements of a generalized framework for
understanding local governance political processes.

Classifications of decentralization are well known. Decentralization is a structural element of
almost every government worldwide.* The term decentralization covers a wide range of
alternative structural arrangements. Distinctions can be between three broad types of
decentralization: 1) political decentralization (legal authority including devolution and bottom-up
principal agency functions), including self-determination through elections and legal authority; 2)
fiscal decentralization (including the extent of local level own source revenue, the authority to
incur debt, and shares of total public sector revenue and expenditure); and 3) administrative
decentralization (including deconcentration, delegation, and top-down principal agency). Some
include privatization as a decentralization technique.™

Top down deconcentrated administration refers to the transfer of responsibility for providing
goods and services to lower levels of the administration, functional or territorial in nature.
Administrative decentralization (deconcentration or subsidiarity) allows local service delivery.
There are three types of deconcentration. These are: 1) integrated prefectoralism where a centrally
appointed geographical administrator supervises the police, the security apparatus at the local
level, local government and sectoral ministries (this was the case in British India and in Soviet
Russia); 2) unintegrated prefectoralism where there is dual responsibility in that the prefect
supervises police, security and local government (or some of the above) while central government
ministries directly supervise their field offices (this was the case in much of post-colonial Africa);
and 3) functional deconcentration where there is no geographical administrator, where ministries
supervise both sectoral responsibility and where a Ministry of Local Government is responsible
for the function of regional and local government.

The term “fiscal decentralization,” the transfer of responsibility for the collection and allocation
of resources to lower level institutions, is similar to the term fiscal federalism; a term also used in
the literature on public sector finance. The former term is employed here because it is
conceptually important to distinguish between two different, although related, concepts: 1) the
legal definition of federal as normally employed by political scientists—especially in the United
States and other countries with constitutionally “federal” government structures and 2) structural
mechanisms for financing local governments i.e., fiscal decentralization. Issues of fiscal
decentralization efficiencies have required particular attention because much of the statistical data
available for the comparative analysis of decentralization focuses on local revenue and
expenditure patterns and because it provides much of the theoretical foundation for market
approaches to democracy and the public sector. Reference is also made to fiscal deconcentration
(some also refer to delegation or commercialization and privatization as forms of fiscal
decentralization).

Political decentralization and democratic governance require devolution of authority to popularly
elected political leaders, deconcentration of fiscal and personnel structures to local institutions,
delegation of responsibility for services to local authorities and a viable local level political
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Decentralization arrangements within specific countries may combine different elements of
generalized, social, regional, cultural, and historical Influences in unique and messy ways. The
broad conceptual categories summarized here must be disaggregated further by sector, subsector,
and specific functions to be operationally useful. Most system-wide institutional arrangements
combine various forms of decentralization with other highly centralized government functions.
(Decentralization sometimes creates contradictory instruments of authority that both promote
local autonomy and centralized control over revenue collection and service delivery.)

Within “hybrid” systems, some functions are decentralized and related functions retained at the
central government. One common form of hybrid system results when governments assign
responsibility for financing and supervising investment projects to local governments, while
retaining responsibility for planning investments, technical staff employment and career
advancement in central sector ministries. That, in turn, requires the recognition that different
societies—and different groups and individuals within societies—will value different objectives
and procedural norms differently.

Decentralization and local governance are affected by culture. Policies strengthening
decentralized governance are examined by the historical and cultural characteristics of the
regions. The definition of culture comes from Clifford Geertz, “a system of inherited conceptions
expressed in symbolic forms by means of which people communicate, perpetuate, and develop
their knowledge about and attitudes toward life.” The function of culture is to impose meaning on
the world and make it understandable."’

C.2.3. Mass-based political movements, shadow governments, and parallel government

Local governance includes parallel mass-based political organizations that provide public services
in fragile states. These are sometimes referred to as “shadow governments” which may support or
hinder the development of formal local governance structures.®

Some governments have employed their authority in pursuit of narrowly focused partisan
interests rather than using it to establish and enforce peaceful processes to mediate legitimate
social conflict at the community level. An underlying theme of this paper is the contention by
political philosophers and contemporarily, Mann and others, that the job of local governance is to
mediate or “intermediate” among dissonant local interest groups, ethnic groups, and other societal
elements. Intermediation requires transparency, accountability and devolved decision-making to
and among those diverse communities. When citizens find their needs unmet by local government
structures, do they turn to parallel government structures? Are there parallel governance
structures in all regions that allow citizens to “exit in place” or are these mass-based political
movements isolated phenomena?

The concept of “exiting” formal governance systems derives from public choice theory.*
Each region under discussion has states that have recently broken apart because of the
presence of multiple national groups (Bosnia/Yugoslavia), fragile or failing states
(Somalia), including states with substantial areas outside of formal government control;
including Colombia and East Timor. Including these states in the regional discussions is
helped by a framework of analysis that describes how citizens enter and leave formal
governance systems.

Contemporary discussions of decentralized governance and government over the past 20 years
have been impacted by the “Tiebout Hypothesis.” (The political economy literature has long
reflected a debate over the extent to which the operation of a market-oriented economic system
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requires a politically democratic environment. The school that argues the contingent nature of the
relationship between political and economic systems is represented by Milton Friedman.?)

The Tiebout Hypothesis®* argues that where local governments offer different combinations of
public goods and services, citizen consumers and local businesses can and will choose among
them by “vot[ing] with their feet”? in favor of those governments that best provide public
preferences. Originally limited to considerations of efficiency gains from competition among
local jurisdictions in the United States, the Tiebout Hypothesis has since been extended to
decentralization efforts worldwide.?® Migration from and within developing countries is driven
primarily by the search for employment rather than the desire for enhanced services that do not
exist within the slums of destination mega-cities worldwide.?* Although the Tiebout Hypothesis
might be theoretically correct in systems with central government and only one other level of
local government, the reality is that almost all democratic regimes have at least three (or more)
jurisdictional levels. That reality presents a vast array of choices that, in turn, require the
calculation of net benefits from the variable performance of multiple functions across different
sectors by different governments at different levels.?® That scenario is too complex for most
people to base decisions about whether or not to move from one jurisdiction to another. However,
a middle way has been offered by Arturo Israel:

...itis clear from experience that economic competition [creates]... pressures
[that] act as incentives to increase...operational performance (or reduce...,
organizational slack) and...force[s] the redefinition of objectives or goals....
[However], what is less clear is the role of...competition surrogates.... Whether
competition surrogates act as incentives to improve performance and to modify
goals in the same way as economic competition will depend on the kind of
pressures to which an institution is subjected and the nature and complexity of
the institution itself. It will also depend on the intensity of those pressures. A
reasonable hypothesis is that the more homogeneous the institution and the
pressures, and the greater the intensity of those pressures, the more competition
surrogates will resemble economic competition in their effects on efficiency and
goal definition. As intensity diminishes and heterogeneity increases, the effects
of the surrogates become less predictable and probably act more to improve
efficiency than to modify goals."?

Efficiency may lead to the exclusion of substantial social or political groups as goals are not
modified. Israel’s hypothesis may mean that if the goals of institutions do not reflect those of the
people intended to use them, people will “exit in place” rather than moving from one location to
another. The discussion of mass-based political movements below refers to the tendency of
disaffected local citizens and groups to “exit in place” from formal government.
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SECTION TWO:
Regional Variations in Traditions of Local Governance

2.A. Sub-Saharan Africa: The Local State

2.A.1. Historical External Influences: The Colonial Legacy and Prefectoral
Control

In sub-Saharan Africa, the dominant influences have been the colonial legacy of Anglophone,
Francophone, and Lusophone traditions and the presence or absence of European or Asian
settlers. Local governance in Africa evolved out of the legacy of colonialism both through French
and Portuguese assimilation and British patterns of indirect rule. In South Africa the Dutch
practiced indirect rule.”” In practice differences between direct (assimilation) and indirect rule on
traditional systems of governance have not been that significant.® Decentralization policies often
were introduced near the end of the colonial period as part of a gradual decentralization process
based on the mother country model.”® These systems had varying success. State failure in Africa,
according to Wunsch and Olowu has been strongly linked to the failures of local governance and
civil society.®

A legacy of the colonial period has been a control mechanism through the use of a prefectoral
model, including a powerful District Commissioner, Landdrost, or Commandant. This was true in
British, French and Lusophone Africa and during the Dutch, German and Afrikaans periods in
South Africa and Namibia. The French and Portuguese centralized systems offered central control
and little local role.** They were considered both more brutal and more autocratic than British
models.

The “local state” refers to central government representatives who govern at the local level.
“Soft” state is a term coined by Gunnar Myrdal in his book, Asian Drama, to refer to a state that
cannot impose its will or control on much of its territory, such as Iraq today. Local governance
processes in Anglophone Africa are largely defined through the centralized but soft local state
with influences reflecting the patriarchal authority and an authoritarianism on the part of the
central government. Any administrative and fiscal decentralization was instrumental and partia
but the British colonial system trained native administrators and left a legacy of trained civil
servants and an institutional structure.

|,32

A veneer of colonial/western administration accompanied state-centric approaches to
development in Africa. Much of the continent experienced a form of indirect rule which was both
meant to revive and preserve pre-colonial governance mechanisms and to ensure colonial
incorporation and control of indigenous society.* In many cases however, leadership formally
recognized by the colonial powers were not necessarily those actually performing the governance
function. In Ghana, Botswana, and South Africa official local councils of chiefs did not carry out
actual functional local governance, rather local social tribal groups performed this role.

Federalism has never been strong in sub-Saharan Africa though quasi-federal systems were
created in the 1940s and 1950s in Nigeria, Cameroon, Comoros, and (on a racial basis) in South

10
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Africa. Nominally independent Ethiopia has claimed a policy of federalism but in fact various
regimes, regardless of structures, have been highly centralized. Outside of these exceptions most
African countries are legally unitary states with weak political and administrative structures at the
local level.

In 1948, British Secretary of State for Colonies Sir Arthur Creech announced British policy to
introduce popularly elected district councils.® Britain installed elected district councils in
preparation for eventual independence. In countries with European settlers, including South
Africa, British colonial governments introduced segregated local government systems with
elected British-style councils for whites (and in some cases Indians) and continued to use indirect
rule techniques for blacks. France and Portugal did little to develop local governmental
institutions in their colonies, though France did introduce municipal councils in some French
West African towns and cities.*

In sub-Saharan Africa historically there has been little external pressure to establish, enhance,
and/or strengthen local government structures® Historically, local governments were seen by
local elites as a measure through which colonial administrators and settlers sought to thwart
indepsgndence movements. What little decentralization exists is administrative or deconcentration
only.

2.A.2. Internal Influences: Contemporary Forms of Local Governance and
Local Control and Culture

Overall there were very limited efforts at decentralization by colonial administrations or their
successor African regimes although formally and legally, administrative decentralization
structures were put in place. The colonial bureaucracy defined functional differences between
administrative structures at state and local level.*® Many African states remain legally and
formally decentralized with local electoral systems in place. They have held one party contested
local government elections. There is a tradition of contested one party, or multiparty elections in
Nigeria, Uganda, Ghana, Tanzania, Zimbabwe, Zambia, Botswana, Kenya, and South Africa in
Anglophone Africa. In Francophone Africa, Guinea, Senegal, Mali, Chad, and Ivory Coast have
had some local government elections though they have little means to effect development or
fiscal policy. In Lusophone Africa, Mozambique has conducted municipal elections in the urban
areas of the country.*® Ethnic differences, sometimes played out in political parties (such as in
Zimbabwe), ensured that most African political leaders are deeply suspicious of subnational
government, a suspicion inherited from both ethnic and/or religious tensions in both the colonial
and pre-colonial periods.

While, historically, Africa has had both nonviolent and revolutionary traditions of political
change, currently, ethnic conflict has predominated and defined political culture throughout the
subcontinent. Current ethnic or clan-based, religious and ideological insurgencies are occurring or
occurred recently in Uganda, Southern and Western Sudan, Somalia Democratic Republic of the
Congo, Zimbabwe, lvory Coast, Liberia, and Sierra Leone. Spillover states, whose boundaries
divide ethnic and cultural groups, are common.

Spillover states include Somalia, Lesotho, Swaziland, South Africa and Botswana. There is
continued political fluidity in Central Africa and in the Great Lakes/ Horn Region. In all of these
insurgencies, parallel structures have continued to exist, in some cases for as long as 30 years as
alternative grassroots governance mechanisms in the absence of effective formal national and
local political institutions.

11
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From a local government perspective, close to a third of the countries in the subcontinent are
close to or have collapsed politically and economically. However, the evolving literature on
Southern Africa suggests that (with the exception of Zimbabwe and Angola) the subregion is
more successful, more capable and less weak in governance structure than the rest of the
continent in terms of state capacity. Institutions of local government are somewhat stronger in a
number of Southern African countries, including South Africa, Namibia, Zambia, Botswana,
Lesotho, and historically Zimbabwe.*°

Africa is dominated by authoritarian patrimonial political systems. African leaders have an
inordinate fear of losing control.** One party or government or party dominant political systems
predominate throughout the subcontinent.*” There have been large numbers of military regimes
and authoritarian one-party states over the last 50 years since African independence. Despite a
democratization movement in the 1990s, African societies are controlled by bureaucratic
structures of the authoritarian local state imposed on them from above.*

Religious values in sub-Saharan Africa have included animist/traditional religious views,
syncretistic movements, Islam, and Christianity. Political culture has been largely secular except
in parts of the Sahel, Northwest Africa, and the Horn of Africa but ideological and personalist
systems have predominated. These have included military regimes, crony capitalist (no-party)
systems, and traditionalist values variously called humanism, unitarian, and collectivist (Ubuntu,
Umoja na Ujamaa). Patrimonialism has defined hierarchical, centralized but soft states
throughout Africa.*

Primary level polities during the pre-colonial period were based on hereditary monarchs,
patriarchal chiefs, and age-grade systems (so-called stateless societies). Traditional governance
(kingdoms, chieftainships, and other forms of parallel governance mechanisms) have been
strongly influenced by African traditional religions and continue to play a major though
somewhat invisible role in local governance and control.”® In many countries, traditional leaders
continue to influence attitudes towards governance and the state.*®

The African continent is characterized by fragile states with a tradition of collapsed or near
collapsed polities in which the central authority lost control of vast areas of the country. A
particularly poignant distinction is made between subject and citizen in much of sub-Saharan
Africa.*” Weak and collapsed states of course may provide the potential for the establishment of
democratic local governance but state collapse and the emergence of or continuation of parallel
institutjgns may, or may not “stimulate local governance efforts [and opportunities] at the grass
roots.”

During the period from 1960 to 1980, some African governments pursued “Soviet Style” forced
industrialization and collectivized Agriculture through authoritarian single party states that
attempted to control all political and economic activity (and in some cases social relationships)
through central planning and state-owned enterprises at both national and local levels. That had
profound affects on the structure of the state, and led to the abolition of even those local
government mechanisms established by the British and other colonial regimes. Formal national
and local governance systems in many parts of Africa (though not in Tanzania, Zambia,
Botswana, Ghana, South Africa, and a few other countries) are still divorced from ordinary
government citizen relationships in sub-Saharan Africa.

While historical themes (traditions) of authoritarian rule and ethnic division characterize the
continent, the diversity of local government experience, from southern Africa through
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decentralizing countries such as Uganda and Tanzania, to failed states such as Somalia,
challenges a unified regional characterization.

2.A.3. Contemporary External Influences and the Limits of Local Government
Reform

In sub-Saharan Africa initially there was little external pressure to establish, enhance, or
strengthen local government structures.*® Donors worked to build up the authority and capacity of
the central state in the first decade after independence. Sources of foreign aid in Africa have
included the African Development Bank, World Bank, and most bilateral donors. With the
exception of Liberia which receives 60 percent of its aid from the U.S. and South Africa,
American contributions to African countries have been modest. Strong aid relationships echo
colonial ties with primary bilateral donors UK, France, Belgium, and Portugal. Canada,
Netherlands, and Scandinavia are also major sources of aid to Africa. The major foundations
(Carnegie, Ford, Rockefeller, and increasingly Gates) have become involved in sub-Saharan
Africa health and education and democracy and governance issues. Private migrant remittances
have become increasingly important in sub-Saharan Africa.

Donors such as USAID use the term “fragile states” to refer to a broad range of failing, failed,

and recovering states. Most but not all are in Africa. The distinction among failed, failing, and
recovering states is not always clear in practice, as fragile states rarely travel a predictable path of
failure and recovery, and the labels may mask substate and regional conditions (insurgencies,
factions, etc.) important to conflict and fragility. It is more important to understand how far and
quickly a country is moving from or toward stability than it is to categorize a state as failed or
not. Therefore, the strategy distinguishes between fragile states that are vulnerable from those that
are already in crisis. Vulnerable states, like soft states, have governments unable to provide
security and basic services to significant portions of their populations.

Support for local governance can be seen as a stage on the road to political development in a
vulnerable, fragile or collapsed state. Decentralization programs in sub-Saharan Africa have been
promoted by donors. Many were attempts to re-establish such mechanisms created during the late
colonial period (such as district councils) which were later abandoned by hegemonic leadership.

Decentralized political structures were a part of many structural adjustment schemes during the
latter 1980s and 1990s. Until the late 1980s, decentralization efforts in Africa were dominated by
administrative elites.”® Since the beginning of structural adjustment, for its part, donor pressures
for decentralized governance have remained largely instrumental, but have achieved local
elections. While Uganda and South Africa are among those countries in Africa considered
decentralized, in reality South Africa’s decentralization is administratively deconcentrated and
centralized politically through one-party control. Competitive elections at both local and
intermediate levels in South Africa are controlled by the ruling ANC party, in all but a few local
governments in Natal and the Western Cape. Patterns are similar to other former British African
states with competitive elections, such as Namibia, Botswana, Zambia, and Kenya.

A number of decentralization initiatives are noteworthy for their potential to strengthen local
government authorities. Ongoing initiatives include studies for the development of
intergovernmental transfer schemes in Rwanda, Namibia, and Tanzania being carried out with
donor support.>
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2.A.4. Mass-based Political Movements in Africa

The poor record of local government in Africa has led to the search for alternative or parallel
structures of governance and development at the local level even in countries that have
decentralized (Uganda).® Such institutions have been labeled traditional, tribal, indigenous,
alternative, informal, communal, primordial, quasi-religious, and endogenous. Alternatively, non-
traditional, social or entrepreneurial local organizations have emerged.>® Regime leaders often see
these indigenous movements as threatening and try to control them.

Civil society organizations exist all over Africa.>* These community based structures as
represented by social based organizations have emerged as a result of Africans all over the
continent exercising the “exit” option.* Institutional failure at the national and local level has led
to supplementing state-centric approaches to “development.”®® In the last 15 years there has been
increasing international assistance flowing to mass-based political organizations.

These alternative social structures range from violent insurgencies (Lord’s Resistance Army in
Uganda) to social services programs, traditional judicial authorities or entrepreneurial
associations that complement government services. Complex issues of state cohesion, leadership,
and the nature of organizations need analysis to identify how some systems spawn service
organizations and others generate parallel resistance forces.

In some cases NGOs play a role in service delivery activities and in the enforcement of
government accountability.”” However, in many African countries, indigenous NGOs have been
almost completely taken over or controlled by the central government and international donors
while at the same time traditional authorities have been weakened as a counterforce®® and
community structures, whether traditional or modern are often weak in relationship to formal
local government structures.*

The absence of a stronger civil society culture at the local level in many African countries
suggests that local social and political NGOs and other civil society groups should be an
increased focal point for institutional strengthening.® Local governance and civil society from
this perspective should be seen as two streams of a common approach to supporting
decentralization efforts.

Given the history of the subcontinent, the primary objective for applied research needs to be the
identification of those non-formal systems that exist, to begin to institutionalize them in place,
and focus on how—through democratic decentralization—one can link them together vertically
and horizontally in mutually reinforcing ways with local government. It may require external
actors to spend less time on the horizontal responsibilities among levels of government and much
more time on vertical linkages at the primary level of local government.

Parallel structures in Nigeria and Ghana have adapted to a lack of government services by
providing services themselves, as they cope with a changing social and political environment.
Civil society organizations have also become increasingly active in a number of Francophone
countries and both traditional and contemporary structures often have religious ties particularly in
the Moslem areas of West and Central Africa.

Substantial numbers of urban residents feel dual attachments. Urban residents in Nigeria and in a

number of southern African countries continue to have links with rural village life while at the
same time interacting with adaptive urban governance structures. Strong attachments may not
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detract from participation in formal governance until and unless the two arenas come into
competition that local institutions cannot mediate. Harnessing the village loyalties of urban
residents could result in additional political and popular support for decentralization
programming. The Brigades movement in Botswana, which focused on rural skills development
and entrepreneurialism at the village level (and supported by traditional leadership), along with
other rural development associations in Botswana hold some potential for replication in other
parts of Africa as models for strategies of development based on parallel governance patterns, if
the local formal government had been able to co-opt or use these models.®*

2.B. Latin America and the Caribbean: The Municipal Model

2.B.1. Historical External Influences: The Iberian Legacy of Centralization

In dramatic contrast to most parts of Africa, Asia, and the Middle East, the preexisting indigenous
populations of Latin America and the Caribbean were largely absorbed by colonizing European
peoples. In only five countries, Bolivia, Ecuador, Guatemala, Mexico, and Peru, do indigenous
groups constitute at least 25 percent of the population while no indigenous people survived in
eleven of the mainland Latin American states nor in any Caribbean country.®” Therefore, little of
the preexisting core Aztec, Incan, or Mayan civilizations and cultural forms have persisted into
Latin America’s contemporary systems of governance, whether formal or non-formal. Local level
institutions, whether based in colonial cities or large landholdings, introduced from the Iberian
mainland would be little changed by the impact of indigenous social patterns.

The earliest colonial economy in Mexico, Puerto Rico, and Bolivia was based on the extraction of
mineral wealth supported by indigenous slave labor with a relatively small European settler
landowner population producing food. While the male population shrank because of the dangers
of mining, native females often were paired with Spanish settlers; shifting the balance from an
indigenous to a mestizo population.

The first Portuguese colony at Sao Paulo in what was to become Brazil was established in 1532.
From the 16th through the 18th centuries, Spain had the most extensive colonial empire, centered
primarily in the Western Hemisphere. Spanish colonial cities were well-established in what are
now Bolivia, Chile, Colombia, Cuba, the Dominican Republic, Guatemala, Jamaica, Mexico,
Panama, Paraguay, Puerto Rico, Peru, Venezuela, and Florida by the time Sir Walter Raleigh
established the first English American colony off the coast of North Carolina in 1585.

By the time that native slave labor was outlawed by Spain in 1600,% the primary foundation of
the colonial economy was shifting from mining to the export of agricultural crops (especially
sugar) from islands throughout the Caribbean, Brazil, and Central America—a shift accompanied
by the accelerated importation of African slaves to replace the effective disappearance of native
labor. ®* In parts of Argentina and, to a lesser extent, Mexico, large cattle ranches predominated,
so the settlement pattern in those two countries more closely paralleled that of the western
rangelands of the United States, keeping them slightly more decentralized.

Because only 19 of today’s 193 sovereign states had any real independent identity in 1592,
control was achieved through governors and their land grants. Most of today’s mainland Latin
American countries gained independence during the 1800s. By the beginning of the 20" century,
the Latin American region accounted for one third of all sovereign states globally. Political elites
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expressed a European political culture. Cuba was the last Spanish territory to gain nominal
independence in 1901.

Local administration was functionally deconcentrated but with few exceptions not devolved.
Throughout the 19" century Iberian traditions (Spain and Portugal) predominated in Latin
America while British influences (and to a lesser extent Dutch and French) dominated in the
Caribbean.

Even in the English-speaking Caribbean, local government is based on characteristics developed
prior to the American Revolution with British council systems in place. Historically there were no
formal prefects but there were powerful magistrates. Local councils, both town and country level,
functioned in the form, if not the substance, of the English council system. Most Caribbean
countries, however, have been self-governing only since 1962 and a number of small territories
remain dependencies.

The tradition of municipalism in Latin America was promulgated by Dr. Joao de Azevedo
Carneiro Maia, of Brazil in O Municipio, published in 1883. His research documented the
evolution and problems of cities and local government from classical times to the 19" century and
is considered a seminal work in the field. Maia’s work, which built on the concept of the
commune in Europe, advocated municipal assemblies built upon the model of provincial
assemblies. This work led in part, to the “Organic Law of Municipalities” in October, 1892 in
Brazil, giving form to the Latin American municipal tradition.

Currently, however, a municipality (municipalidade in Spanish; municipalde in Portuguese) is the
smallest geo-political unit in Brazil. Each municipality is composed of a main city plus its rural
surroundings. Municipalities combine to form States and then the Federal Government. Brazil
also has Metropolitan Regions but they serve only for planning purposes, they do not possess a
political status, meaning that there are no elected positions. Municipalidades are comparable to
communes as the term is used in a number of European countries and are a form inherited from
Europe and specifically the Iberian Peninsula. Municipalidades provide the venue for much of
Mexico’s rural decentralized community project activity.

Countries as diverse as Peru and Haiti, include the municipality as a unit of local government,
however, the level and authority attached to this unit varies dramatically. As noted in the previous
section, Mozambique in Africa, also uses this term.

2.B.2. Internal Influences: Authoritarian Patterns and Local Control

Latin America’s governments have been both highly centralized and authoritarian throughout
most of their post-independence history with inter-territorial relationships remaining strictly
hierarchical. Of the 20 independent Latin American and Caribbean sovereign states in 1945,
seven were governed by unelected dictatorships and the governments of several other countries
were “democratic” in name only, despite any use of Western governmental forms. Fulgencia
Batista served as President of Cuba for 26 years until overthrown by Fidel Castro in 1959.
Mexico was governed by the Partido Revolucionario Institucional (PRI) for a full 66 years before
losing to an opposition candidate for the first time in 2000. By the end of 2003, however, the
Latin America and Caribbean region still had the highest percentage of “democracies” than any
other developing region.”
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“Decentralization is not new in Latin America. Most countries in the region have a dual legacy of
centralized political institutions inherited from Spanish colonial rule and strong regional identities
and interests enhanced by the weakness of the post-colonial state.” [Tulchin and Selee]. Only four
Latin American countries are formally organized as federal systems—Argentina, Brazil, Mexico,
and Venezuela.®® Three of these, Argentina, Mexico, and Brazil, because of their size and
leadership role in the region, serve as models for political development for other states. Argentina
and Brazil have histories of centralizing decentralized power held by strong regional elites only to
decentralize again in the 1970s and 1980s.%” All other countries in Latin America and the
Caribbean are unitary. Seven countries including Argentina, Bolivia, Brazil, Chile, Colombia,
Honduras, and Mexico classify themselves as “decentralized”®®*—while Ecuador and Guatemala
claim to be decentralizing over the long-term.

While political decentralization and sectoral administrative and fiscal decentralization have taken
hold in Brazil and Argentina, some countries remain centralized or with extremely weak local
governance. Colombia has taken steps towards fiscal decentralization but is often described as
being “highly centralized”, as illustrated in a quote from a World Bank publication below:®°

Except for a military intervention in the early 1950s and a 16-year period of joint
administration by the two major parties (1958-74), Colombia has functioned as a
multiparty democracy since 1886. The country has, nevertheless, been politically
centralized. Prior to the recent reforms, the president appointed the provincial
governors, who in turn appointed the municipal mayors. In functional terms,
Colombia was also highly centralized. Education and health were either directly
provided by the central government or deconcentrated to the provincial level.
Except in large cities, the water supply, sanitation, and roads were also
responsibilities of the central government.... Colombia’s decentralization began
in 1983 with the decision to strengthen subnational sources of revenue and to
grant subnational governments more discretionary authority on tax rates and
overall tax administration. This path was reinforced in 1986 with the decision to
permit the direct election of mayors and the transfer of significant revenues and
responsibilities to municipalities.... The Constitution of 1991 authorized the
direct election of provincial governors [and] the [1993] Constitution also raised
the 1986 level of transfers to subnational governments to almost 50 percent of
current revenues and made them predominantly formula based.

Formal governmental authority in Latin America at local level is often based on strong,
corporatist and authoritarian local leadership. “Jefes politicos” or local political bosses appointed
by the President often rule through use of force. ™ Local forms frequently reproduced national
military dictatorships during the 1960s through 1980s when sixteen Latin American countries
were governed for eight or more years by the military. Military dominance in much of Latin
America has meant that the post-colonial legacy at the local level is class-based, driven by
military ideology and corporatist military rule. Local administrators were often military in origin
or controlled by the military.

The predisposition toward military authoritarianism by Latin American elites was reinforced by
an expansive international literature produced by a wide range of development academics during
the 1960s. This literature argued that strong military governments using hierarchical
deconcentrated authority ensured internal political stability during the inherently stressful
transition required by the development process.”* Military crackdowns on dissent likely
reinforced home-grown radicalism that had no where else to turn.
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Both nonviolent (passive resistance) and revolutionary traditions in Latin America are still being
expressed in a number of Latin American countries. Several of these countries are experiencing,
or have recently experienced significant levels of domestic conflict, including Argentina, Bolivia,
Colombia, Haiti, Peru, and Venezuela. Indeed, Colombia ranked seventh after only Irag, West
Bank/Gaza, Thailand, Afghanistan, India, and Pakistan’®and ahead of Nepal and Kashmir in the
number of terrorist incidences within its borders during 2005—even as it also ranked first among
all countries in the entire world for its homicide rate.

Socio-political disparities appear to be rooted in economic class or rural/urban splits. Political
(terrorist) groups such as Shining Path and Tupac Amaru identified themselves as class-based
organizations, rather than ethnic ones” Local citizens whose markets were attacked by Shining
Path for their capitalist activity, were among those who took up arms against this guerrilla group.
Accounts of the group refer to central government activity but not to formal local government
activity. The formal government made substantial inroads against it, and it is substantially
diminished.

Indigenous groups are beginning to seek political power in the northern parts of Central and
South America. Only four Latin American countries—Argentina, Brazil, Chile, and Uruguay
substantially meet the criteria of nation-states where nations and states are coterminous.” Brazil
has substantial minorities among its population (especially in the Amazonian and Northeastern
regions), while Bolivia, Ecuador, Guatemala, Mexico, and Peru have significant numbers of
identifiably indigenous people. A number of states in the Latin American Caribbean and in the
Northern Tier of South America have significant numbers of African origin peoples. There are a
number of indigenous spillover nations, whose borders divide ethnic groups, throughout Latin
America. Spillover nations in Central and South America include the Quechua and the Inca (in
Bolivia, Ecuador and Peru); the Aymara (Bolivia and Peru); Amazonian small groups (in Brazil);
the Mayan (South Mexico and Guatemala) and the Mesquito (Nicaragua and Honduras). Local
political control in at least one case, Bolivia, allowed a local leader to emerge at the national
level.

A review of decentralization efforts in Bolivia, Brazil, and Honduras shows the diversity of
regional experience.” These three represent different types of Latin America geopolities: Brazil
the large emerging Latin American state, Bolivia a medium-size state with a large indigenous
population and Honduras, a Central American country with Caribbean minorities explain
subregional differences in the Latin America and Caribbean region.

Structurally, Bolivia is currently organized into municipalities with elected councils which in the
urban areas have some responsibility for service delivery. However, municipalities are fiscally
very weak, even by Latin American standards, colonial structures and processes continue to
operate and as Andrew Nickson states, local government in Bolivia remains “extremely frail by
comparison which the rest of Latin America.’

Bolivia’s decentralization credentials can be traced back to the establishment of officially defined
local community syndicates (“sindicatos’) or rural zonal authorities in 1953. The Agrarian
Reform Law provided for the distribution and titling of land to officially established sindicatos
rather than individuals or families. Sindicato leaders performed at least five governance functions
to a greater or lesser degree depending on location and, in colonization zones, on the age of
settlement. These included: 1) determining the original allocation of land to families and
reallocate abandoned or seized land; 2) managing the use, any construction on and maintenance
of public facilities on communal land; 3) collecting and allocating compulsory dues; 4)
scheduling and managing communal labor; and 5) settling various types of disputes not resolved
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within or between families. In all Quechua and Aymara communities, leadership rotates among
all adult males or husbands and wives jointly according to traditional schedules.

In the Aymara highlands and semi-tropical Yungas region, most sindicatos absorbed preexisting
traditional community organizations. Sindicatos did not reach critical mass in the eastern tropical
lowlands because the presence of large private landowners preceded the arrival of migrants from
the highlands. In the coca-growing Chapare, sindicatos encompassed newly established
communities settled by migrating Quechua and Aymara families in the 1970s and 1980s—
including the family of the current President, Evo Morales. By 1985, Morales was general
secretary of a local sindicato—only three years later he was elected Executive Secretary of a
subregional federation followed by election as President of his Regional Federation in 1996.
Morales, who has been identified as the first indigenous President, was elected President of
Bolivia in 2005.

The strength of the Chapare sindicatos has rested on three related pillars: 1) leadership and
organizational systems similar to those within the older Quechua or Aymara communities from
which they came; 2) use of funds from unofficial taxation of coca-leaf sales for maintenance of
footpaths, basic roads, irrigation, sanitation, and drinking water systems, schools, and sport
facilities; and 3) defense against coca eradication efforts. Official legal recognition—as
“Territorial Base Organizations” (OTBs)—was extended to preexisting community-level
governance institutions in 1994. Although the “Law of Popular Participation” included many
reforms within Bolivia’s government structure and the academic literature presents relatively
recent initiatives to recognize Territorial Base Organizations as an example of democratic
empowerment within formal sovereign state structures, many rural communities experienced
sindicato leadership, organization, objectives, behaviors, and boundaries negatively. The
continuation of intermittent mass protests and “bloqueos” continues to define substantial
deficiencies in that legal framework.

Decentralization initiatives in the 1980s and 1990s arguably influenced the number of states that
instituted or reinstituted local elections, as noted below. “Perhaps the most striking element of
decentralization in Latin America has been the emergence of elected governments at a regional
and local level.” [Selee, 2004.]

Table 1. Starting Year of Elections for Subnational Authorities

Regional Elections Local Elections
Mexico 1917/1989* 1917/1983*
Venezuela 1989 1985
Brazil 1986* 1988*
Argentina 1983* 1983*
Guatemala None to date 1946/1986*

Source: Summarized from Selee, 2004. *Signifies resumption of contested elections after periods of dictatorship.

The devolution of substantive responsibilities from the central government to the states did not
occur until Brazil began to experience the consequences of escalating international debt and local
currency devaluations following the economic crises of the 1970s and 1980s. Decentralization is
also attributed to efforts by the central government to reinvigorate its political legitimacy in the
countryside. Decentralization efforts in Brazil are implemented within the context of a
constitutionally defined federal system. Each of Brazil’s 26 states has been legally autonomous
with respect to a wide range of government functions. Some argue that the Brazilian Government
has yet to establish a neither comprehensive nor integrated policy framework for public sector
decentralization that is likely to be implemented. A viable policy framework is lacking despite the
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initiation of policy discussions about broad decentralization issues by the Comision Presidencial
de Modernization in 1991, requirements associated with the HIPC Initiative during 2000, and
initiatives undertaken by a new Government during 2002. While local governments
(municipalidades) have been legally established and a professional association of
municipalidades exists, with a few partial capacity-strengthening programs, local governments,
though strong in comparison with many other Latin American countries remain weak by
international standards.”” Municipalities are responsible for services ranging from primary
education, preventive, and primary health care to other urban and some rural services and
infrastructure.

Central government was more eager to transfer responsibilities to state governments than it was to
share its revenues with them. The result was a rapid escalation in state government debt, the State
Government of Paranaque (Recife) was by 2003 effectively bankrupt and the central government
had designated it as not creditworthy. Neither the World Bank nor Inter-American Development
Bank was able to lend development finance for public expenditures through that state even
though they expressed a willingness to do so. Limited resources compounded the problem that
most state governments modeled their own behaviors toward local community groups along the
relatively authoritarian lines exhibited by earlier central governments.

Revenue sharing has been controversial in Honduras. From 2000, the Association of
Municipalidades had a legal suit pending against the central government in an attempt to force it
to provide the full 5 percent of domestic revenues required by law. The Government of Honduras
has successfully maneuvered through the requirements associated with the HIPC Initiative, but it
remains unclear which entity is—or should be—responsible for making critical decisions about or
implementing the country’s Poverty Reduction Strategy or other local obligations under HIPC.

Honduras, like most Central American countries is ethnically diverse with close to 100,000
people of indigenous, African origin, and a group which is a mixture of both. It is
administratively divided among 298 municipalidades differentially classified according to
population size. Both municipal administrators (Alcaldes) and Deputy Alcaldes are directly
elected. The municipal consejos (Corporacion Municipales), the size of which are variable
according to population size, are elected indirectly’ and are supposed to be consulted regarding
the establishment of planning priorities and municipal budgets.” Local level management and
administrative staff are distributed among “mini-departmentos” organized according to a uniform
structure mandated for all municipalidades. Although municipalidades have the authority to levy
local taxes, in practice they rely primarily on grant transfers from central government.
Uncertainties associated with such transfers create problems. Honduras, which has both weak
government structures and frail local governments, shows little sign of a resurgence in terms of
local government development.®

In Latin America, regional traditions seem overtaken by contemporary fiscal and political
realities at the subnational levels. “Decentralization has clearly transformed the state in Latin
America since the 1980s and produced a new configuration of relationships between the state and
society.” Also, “the depth of decentralization is strongly correlated with previous processes of
decentralization, so that countries with longer histories of centralization have remained, de facto,
largely centralized even after formal attempts to change.” “Decentralization has produced
multiple and often contradictory results for democratic governance within countries in Latin
America. Much as centralization involved a series of encounters and negotiations between the
central state and subnational groups, so too has decentralization involved a renegotiation
between these groups and the state. In areas where local and regional elites were fairly
strong,...they will be the major beneficiaries of decentralization. In other areas where these elites
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had lost their predominance and other groups in civil society have gained a foothold, it is
possible that decentralization may produce opportunities for democratic innovation.®'”
[Tulchin and Selee]

2.B.3. Contemporary External Influences: The Role of Donors and
Decentralization Reforms

The establishment of the World Bank, International Monetary Fund, and the United States’
Economic Cooperation Agency following World War 11 marked the modern development
assistance era. By contrast with Asia and Africa, 19 of the 44 delegations—a full 43 percent—at
the organizing conference of the World Bank and IMF at Bretton Woods, New Hampshire during
July 1944 represented Latin American countries. The size of their respective economies however,
limits even the current voting strength of all Latin American countries when combined, to only
7.9 percent of the total votes in IBRD (Caribbean countries constitute only 0.98 percent of total
votes in that organization).®?

Between 1961 and the end of 2003, Latin America’s collective economy grew by an average 3.7
percent per year and included the World’s 10th and 13th largest economies (Mexico and Brazil)
while exports increased by 303.4 percent between 1980 and the end of 2002. In 2000, poverty
was increasing in two-thirds of 18 Latin American countries despite the Latin American and
Caribbean countries having received more official development assistance over a longer period of
time than any other region.®® Primary sources of assistance to the region include the World Bank
(IBRD and IDA), the Inter-American Development Bank and the United States. The United
States contributes significant chunks of assistance to the Dominican Republic (35% of recipient
aid), to Guatemala (40%); to El Salvador (46%); to Panama (57%); and to Haiti (59%). Latin
American and Caribbean countries’ total external debt was US$762 billion in 2003; indeed seven
countries paid more than 10 percent of their total gross national income (GNI)* to repay ongoing
foreign debt. For the region as a whole, debt repayments equaled 30.7 percent of total exports
during 2002 linking the region inexorably to donor policy.

Chile was the first Latin American country to receive a development loan from the World Bank
(March 25, 1948). Between that loan and the mid-1980s, external assistance to Latin America and
the Caribbean focused on discrete project financing without regard to the specific structure of
governance in individual countries. Throughout that period economic planning in Latin America
conformed closely with the bias toward central planning among most professional development
specialists at that time. The international donor community followed that tradition. In August
1961, the United States further reinforced that approach with its requirement that Latin America’s
central governments prepare comprehensive and detailed long-term development plans to be
eligible for assistance from the Alliance for Progress. As was also the case in sub-Saharan Africa,
the focus shifted to “structural adjustment” following the sequential economic crises of 1973 and
1982.%° This drew a number of donors to governance issues among which was an interest in
decentralized governance.

Latin American and Caribbean countries together have received more World Bank “adjustment”
finance than any other region worldwide.*® And within the region, the big four recipients of
policy-based lending have been Argentina, Brazil, Peru, and Mexico. The first World Bank
Structural Adjustment Loan (SAL) to a Caribbean country was $9 million to Jamaica on April 4,
1985—followed 6 months later by a SAL to Chile for $250 million.*” Those amounts escalated to
$770 million for Argentina in 1987 and an IMF $15 billion “Stand-by Loan” to Brazil in 2001.
Given the magnitude of budgetary shortfalls, the amount of policy-based loans and credits
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sometimes substantially exceeded—over relatively short periods of time—the amount of finance
historically provided for individual investment projects. Arguably, the sensitivity of the cold war
and both the Central American wars and the war against the drug cartels tempered donor
enthusiasm for decentralization efforts.

Early adjustment loans overlooked poverty and social issues in favor of market and monetary
adjustment. Many development economists believed that “getting the prices right” through the
operation of free markets alone would ultimately reduce global poverty® while yet other
development professionals believed that social development objectives, focusing on local
government based service delivery mechanisms, would best be addressed through investment,
rather than policy-based, lending.

By the late 1980s, the overall impact of austerity conditions had—in many cases—resulted in
smaller budgets for government education and health programs than for other sectors.® That led,
in turn, to a concern for improved “governance,” including reduction in the scope of governments
on the one hand and a search for increased public sector revenue on the other hand. It was in that
context that many Latin American governments were encouraged to increase the responsibilities
of local governments and pressures arose, particularly from the World Bank, for decentralized,
and particularly devolved, fiscal arrangements.*

2.B.4. Mass-based Political Movements: Organized Interests and Local
Government

Given that preexisting indigenous cultures throughout much Latin America did not survive on a
large-scale and that sovereign-independence of most countries was relatively early, parallel
governance institutions and civil society movements appear largely adaptive to changing social
and economic conditions with occasional reactive or conserving forms particularly among
indigenous groups. Adaptive groups, referring to movements which operate within legal
boundaries, include informal settlements in Lima, Peru. Nongovernmental organizations which
promote social and economic change at the local level are well developed throughout Latin
America particularly in the large states of the region and increasingly focus on cooperation with
municipal authorities.*

Narcotics traffickers in Colombia, Bolivia, and Brazil exhibit a combination of forms of
institutionalized parallel governance. Evo Morales, elected to the Presidency of Bolivia based on
socialist views and maintenance of areas of coca production, led socially based movements over
three decades. There are a number of socially based political organizations among many
indigenous communities in and across Bolivia, Ecuador, and Peru plus cross-border areas of
Guatemala and Mexico (particularly in Chiapas, Oaxaca, and Yucatan). The goal of these
organizations is to support indigenous social and political rights in reaction to majority culture
dominance of central government institutions.

While mass-based political organizations surface dramatically in countries in conflict or just
emerging from conflict, parallel organizations may also result from the continuing failure of
sovereign states to effectively establish themselves in regions or among certain ethnic groups. For
example, the de facto context of governance in Colombia is a conflict between the formal sector
Government and two large guerrilla factions plus organized groups of narcotics traffickers.
Colombia encompasses a stressed society made up of several competing societies with one of the
highest homicide and kidnapping rates in the world. Can a society engaged in multiparty conflict
be “centralized”? While the formal sector Government has been centralized and is now
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decentralizing, actual governance in Columbia has for some time been overwhelmingly
decentralized among a significant number of competing formal and informal groups.

2.C. Europe and Eurasia

2.C.1. Historical External Influences: Land Based Imperialism, the Soviet
Interlude, and Local Control

Eastern Europe and Eurasia have dissimilar cultures but shared experience with rule by imperial
states. The former socialist and communist states in Eastern Europe and Eurasia were governed
by overlapping and competitive imperial systems and influenced by colonial and tributary
systems until the early 20™ century. Historically, five land-based empires (the Ottoman Empire,
the Austro-Hungarian Empire, the German Empire, the Russian Empire, and the Soviet Union)
dominated Eastern Europe and by the 19" century much of Eurasia. Imperial systems typically
operated at the local level through a centrally appointed territorial administrator.

In Imperial Russia, the prefectoral role and the deconcentration of responsibilities both have their
origins in a Russian admiration of the French Napoleonic system.** There is a legacy of strong
centralized control. Prefectoral control, a legacy of imperial rule, continues in many parts of
central Europe.

Prior to the imposition of communism, eastern, and southern Europe enjoyed a long history of
government by small municipalities and villages, especially in Catholic regions where the
ecclesiastic structure of the Church gave rise to an independent status for the commune as a
geographic territory with administration functions. This tradition was later strengthened in the
Protestant north through the separation of church and state.** However, this is not the model of
Russia, where large areas were subdivided in oblasts with huge differences in size, population,
and resources, but little local level autonomy.

The Soviet system took over the principles of territorial administration from the Tzarist regime.
The model of central oversight of local level functions through centrally appointed governors,
prefects or similar figures was modified under Soviet rule, making all lower levels of government
subservient to central state power. In Eastern Europe, where local and district governments had
enjoyed a degree of independent authority prior to the communist period, this was a radical
change and municipalities became deconcentrated agents of the central government: for example,
in 1950 Poland took away municipalities’ legal status and property owning rights in their entirety.

The Soviets added another layer at the top, by making the Party the dominant structure at all
subnational Republic, Provincial, and District levels (oblast and raion) and functioning on the
basis of the nomenklatura system, that is the selection of administrators and representatives from
higher level structures. In a number of countries that were once a part of the Soviet Union, the
party prefect system was a legacy of former Soviet Bloc countries.* Powerful state and party
structures represented by the prefect tended to dominate local governance structures in many
parts of the region such as in the Ukraine and Belarus.” After the fall of the Soviet Union,
Belarus initially worked to empower local authorities. The local government was comprised of
voblastsi, rayony, cities, towns, villages and settlements where locally elected councils exercised
exclusive jurisdiction over most public service delivery, but the past decade has seen a digression
back to Soviet-style central authority.
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Areas of ethnic diversity were set up as centrally dominated or controlled “autonomous” regions
in Russia, such as current Azerbaijan and Uzbekistan in Central Asia. The Central Asian
Republics still reflect the legacy of tiered local governments under ultimate central control.
Uzbekistan, for example, is divided into provinces (wiloyat), regions, and cities. The hakim, or
provincial executive, is confirmed by local legislative bodies that are popularly elected, but
ultimately is appointed by the president.

Kazakhstan is divided into regions and settlement points, each with their own elective councils,
who have the authority to determine their own budget and tax for local priorities, but authority is
only exercised under central oversight. The local executive is appointed directly by the president
and is responsible for ensuring that local authorities operate under national guidance.

In Eastern Europe, as indicated above, the breakup of the Soviet Union and the fall of
communism led to the emergence of new forms of decentralization , influenced simultaneously
by historical patterns of central control and ethnic division. Sixteen years on, the transition period
is still underway in many countries, where changes in governance structures are influenced by
cultural and historical traditions, as well as by the demands for efficiency and accountability that
characterize modern states.

A particular issue in Europe and Eurasia is the extent to which local democratic governance has
had more success in the Baltic States® and Poland,®” Hungary, and the Czech Republic than in
the Balkans and Central Asia and to what extent this is related to political culture, social values,
and historical events.”® The Baltic States and Poland feature devolved functional responsibility
for local government services, water, secondary roads, sanitation, and power and a degree of
fiscal decentralization not characteristic of other parts of the region. Each district in Poland is
managed by a wojewoda—professional appointee—and a popularly elected council or gmina that
work together to determine priorities and administer public services. In Romania a distinction is
made between the authorities of counties (called Judets), municipalities, communes, and villages.
The latter three units are determined by population size and their responsibilities differ
accordingly. However, all have authority to supervise and fund their given functions
independently.

Decentralization can be seen as a reaction to both the former communist system and, a utilitarian
response to meet the requirements of the Council of Europe and membership in the European
Union. Decentralization initiatives are still based on both historical and contemporary external
influences. The division of the former Soviet Union into dominant nations, Russia, followed by
the Ukraine and Belarus, and what Armstrong calls the colonial components of the former Soviet
Union, reflected both a wide spread cultural gap with the dominant groups and a religious gap,
since most of the latter territories were Moslem.*

2.C.2. Internal Influences: Decentralization, Regional Organizations, and
Culture

“...at issue is the political and ideological perspective defining the role of representative self
government within the context of newly emerging democracies. In each national setting,
ideological and economic issues have elicited a state response regarding the direction of change
in political decision making, administrative control and fiscal responsibility. The devolution of
power from the central to the local level varies in each case, reflecting difference in political,
ideological, economic, and historical constraints. As a result, the process of decentralization--the
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restructuring of central-local relations--sets different conditions for social transition and the re-
emergence of self governance.”'*

Changes in the relationship between central and local authority in the region were launched as a
deliberate move away from the centrally controlled system of communism. In countries with
unified cultures, there was a sharp and sudden swing away from the model of centralism,
tempered over time by ongoing tinkering and deliberations over the best model to serve current
needs. In countries where there are diverse historic traditions, ethnic strife, or where there is no
historic tradition of local control, the situation can be characterized as an ongoing power struggle
between the central and local levels of government, with the central level trying to keep control
through deconcentrating central institutions to regional and local levels or by recentralizing
functions in the name of stability or efficiency. Wedel, among other authors, argues that Russia is
seeing a reversion to anti-democratic processes and a recentralization of power to the center.'®

The evolution of decentralization in the region is influenced by the following basic issues:

The Size and Functions of Local Government Entities. Controversy and tension over the optimal
size of municipalities and their appropriate roles is based on difference of opinion about the
superiority of functional decentralization as opposed to decentralization based on traditional
territorial divisions. Under the communists, territorial enlargement of local government entities
for efficiency and control reasons, led to the reduction in the number of small municipalities. The
current debate centers on the desirable size and scale of local government, and whether small
units are efficient.

The desire for efficiency is tempered by the tradition and political norm of small units of local
government in central and southern Europe. Furthermore, it is thought that the necessary
strengthening of local democratic principles and of relationships between citizens and public
authorities can best be accomplished through small units. In northern Europe the model of local
government puts more emphasis on effectiveness.'® In Bulgaria the communist-set boundaries of
municipalities are very large, allowing for efficient services, and are based on a functional
determination of space, rather than a territorial determination. This mode has been countered in
other places by recent efforts to subdivide existing territories to keep them more democratic and
accessible.

Macedonia greatly expanded the number of its municipalities (from 33 to 130) some years after
breaking away from Yugoslavia, but still has no intermediate level of government; Hungary and
Czech Republic enlarged the number of municipalities to reflect the historical importance of local
government. In Hungary there were 3,131 municipalities in 1999, with no distinction made as to
quality or legal status based on either size or type of settlement. In the Czech Republic, 79
percent of municipalities out of a total of 6,230 have less than 1,000 inhabitants (whereas in
Lithuania only 1.8 percent has less than 1,000 inhabitants).'® Following the transition, Hungary
drastically reduced the role of intermediate levels of government (counties) but this has again
changed, with authority allocated more on a functional basis between counties and towns. The
issue appears to be how and to what degree to integrate small units into tiers of territorial
administration without actual absorption.

Controversy over the role of intermediate levels of government. In central Eastern Europe, there
has been a continuous debate since the Transition over both the number of intermediate levels of
government and their functions. Many countries have added or subtracted levels in recent times,
or changed their authorities, hoping to strike the right balance. For example, the Czech Republic
has reverted to its pre-communist traditions in its debate over retaining the former macro-units of
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Moravia and Bohemia. Debate on the establishment of an intermediate government tier in the
Czech Republic endured for a decade, finally realized in 2000, at the same moment as in Slovenia
and Hungary which switched from a one to two tier system; Powiats (districts) were initially
abolished in Poland as an intermediate level of government, but then reinstated , while the
number of regions were decreased. On the other hand, Lithuania initiated reforms in 1995 that
replaced a two-tier local government system with a single tier, following the Scandinavian model.
For many countries, the controversy is based on a reluctance to accept possible threats to
municipal autonomy that a second tier might impose. '*This debate also involves, in addition to
the number of levels of government, the issue of functions; for example, in Romania, the counties
(judets) have recently seen their authorities diminished.

New structures to deal with new service delivery needs. New single purpose structures are being
developed outside of traditional subdivisions of province, county, municipality or village to deal
with new types of service delivery such as public-private partnerships, joint single-purpose
service districts, (for example regional water companies) and some functions have been given
over to quasi-independent bodies such as Regional Planning or Economic Development entities.

EU-imposed Regions. All EU member countries and candidate countries have created new
regional divisions as a response to the EU requirement for an administrative mechanism for
allocation of Regional Funds. The creation of these entities contrasts with the traditional
territorial divisions based on culture and history, and engendered heated debates about the role of
such new divisions. Are regions to be considered functional entities for purposes of economic and
spatial planning, or will they displace provinces or intermediate levels of government in relation
to the central government? The concept of region also stands in contrast to the expressed desire
for smaller units of government.'®®

The influence of market economy on decentralization: The shift of government from provider to
enabler, the abandonment of subsidies, the shedding of local government functions, and limitation
of government engagement in sports facilities, housing, cultural service, and social health care
have led to different forms of service delivery based on market orientation and competition
among providers. Private actors , including NGOs, have filled the gap. This shift is due as much
to the end of the communist era as to the advent of the EU.

The ongoing debate about the extent and form of decentralization is affected by national cultural
and social values, history and existing institutional frameworks. Public suspicion in Eastern
Europe of large units of government; general dislike of hierarchical relationships between tiers of
local territorial administration and fear of subordination of local government; **as well as
ideological beliefs about the benefits of local government vs. higher levels of government--all of
these social values combined with a reaction to communism have led countries to revert to forms
of government that predate communism, even at higher cost and decreased efficiency. Slovakia
still has 2,834 municipalities for 5 million people; varying in size from 16 to over 400,000
residents (the communists had eliminated over 700 municipalities, reinstated in 1990). Eastern
Europe has reasserted the basic unit of local government independent of a superior authority.

A number of Eastern European countries, particularly in Northeastern Europe have developed
competitive multiparty systems at national and local level based upon pre-communist social and
religious divisions. This question feeds into the Huntington thesis of cultural variance'®’ since he
distinguishes between countries that are dominated by Roman Catholics (with ties to western
legal traditions), and Orthodox and Moslem countries less influenced by traditions of citizen and
civil society engagement.
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Regional, religious, ethnic, and nationalist consciousness and tensions play a part in defining the
degree of decentralization and the structure of governments. “Floating boundaries” in
Romania/Hungary, Yugoslavia, Ukraine, as well as some of the Newly Independent States have
left large internal minority groups who either insist on a large degree of decentralized
independent control through autonomous regions (Bosnian federalism, Azerbaijan, and
Uzbekistan) or have seen their alliances unravel under the strain of unresolved ethnic and
nationalist tensions, as with the Czech Republic/Slovakia, and Yugoslavia. Ongoing armed ethnic
conflicts between majority and minority groups within some countries has a profound influence
on the degree of central control as in Chechnya and Kosovo. In Central Asia, adherence to the
model of a strong authority at the top has countered efforts to move towards greater local control.
Regional tribes and tribal loyalties, rather than territories, carry historical importance that
translates to current cultural and political groups

2.C.3. Contemporary External Influences: Foreign assistance—the influence of
donors

While assistance to much of the region is less than two decades old, two donors have heavily
influenced the policies and structures related to decentralization, at least in Eastern Europe, and to
a much lesser degree in Russia and Eurasia.

The first and greatest influence has been and continues to be the EU. Many of the countries in the
region have been heavily influenced by the Council of Europe’s Charter of Local Self
Government in defining the revisions to authorities and responsibilities of central and local
government, adhering to the subsidiarity principle inherent to the Charter. The Council’s periodic
assessment of countries’ adherence to Charter principles has set targets and goals to be met as a
basis for representation in the Council.

All of the Eastern European countries have been, or are currently candidate EU members and as
such strive to meet the Aquis Communautaire concerning service standards and procedures.
While governments are free to meet the Aquis in their own fashion, and decentralized government
is not a requirement for membership, some degree of decentralization is necessary to meet
infrastructure, environmental, civil service, and other regulations. The ensuing reassignment of
authorities and responsibility to subnational levels of government led to creation of inter-
communal authorities to build and manage solid waste disposal and wastewater treatment
measures, raise tariffs for communal infrastructure, give municipalities the authority to borrow
for capital investments, change procurement regulations to improve local transparency, and
improve financial administration and management in general. In addition, potential EU
membership has influenced local governments to take a more market-oriented, businesslike, and
transparent approach to service delivery and administrative operations.

Massive EU regional funds (Tacis and PHARE for pre-accession countries and regional funds for
new member states), have led to creation of new regional structures for transport and
environmental planning and fund dispersion. While the new structures may not receive additional
authority, the total amount of money that they can allocate is so large that they have considerable
clout. The funds also allow cities and counties to apply directly for project funding which has led
cities to improve their project and financial administration. Subnational governments have
improved administration so that they can demonstrate the capacity required for co-financing,
which is a condition precedent.
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Also of importance is the IMF through its pressure to hold down national debt and state budgets.
The effect of IMF policies towards its members has been decentralizing the authority and
responsibility to finance and implement services at a subnational level, as a means of holding
down the national government budgets. This has played out in different fashions in different
countries: as unfunded mandates when the transfer of responsibilities and authorities is
incomplete and the funding is withheld; or as true fiscal decentralization.

Finally, the World Bank and its sister organization the European Bank for Reconstruction and
Development (EBRD), have supported decentralization of project decision-making and direct
borrowing by local governments, in the belief that decentralized authority is the way to improve
financial management and strengthen service delivery. Local governments were forced to
markedly improve their ability to meet the lender’s requirements and set up the controls and
institutions required. In a number of countries, local governments now turn directly to the capital
markets rather than depending on the World Bank.

2.C.4. Mass-based Political Movements: Local Rebellions

Unlike other regions, Europe-Eurasia has seen relatively little parallel governance for several
reasons. Neither in Russia and Eurasia, nor in Southeast Europe is there a strong tradition of civil
society or volunteerism. This may be due to the adherence to Orthodoxy and Islam but in any
case there is no on going history of social service organization. Also, because of communist
penetration and control of all aspects of civil life, civil society movements have taken on limited
roles only recently®, mainly where the state has precipitously withdrawn funds and services for
the care of care of orphans, the elderly, etc. In contrast, both Protestant and Catholic churches
supported social services, in central and northern Europe. Parallel governance is very limited in
other sectors and services mainly because this region has been strongly influenced by both the
western European model of the “welfare state”, and the former communist traditions and models
of government’s all encompassing functions, for reasons stated earlier in this section.

The exceptions are those regions which are in a state of conflict such as Kosovo, Chechnya and
Abkhazia where government control is tenuous and in some of the Muslim Central Asian states.
Underserved areas in many countries (mainly in social services) due to a cut back in state
functions, do not clearly demonstrate that gaps in services are being met through systematized
parallel organizations. Extended families may be filling this role.

Parallel organizations, based on clan and ethnicity, prevail in Turkmenistan, and in other parts of
Central Asia, where citizenship and professional affiliations are subordinate to regional and tribal
loyalties.’® In Turkmenistan, governance is influenced by combinations of political loyalties
among which citizenship and professional affiliations are subordinate to regional and tribal
loyalties.*®

! Poland is an exception to the rule, perhaps because its opposition to communist rule was very well
organized through Solidarity and the Church.
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2.D. Asia and the Near East

2.D.1. External Influences: Multiple Legacies of Imperial Control

Treating all of Asia and the Middle East as a region presents the analyst and practitioner with a
problem of both size and complexity. Except in referring to the impact of Islam, the metrics in

this paper, external and internal influences, both historic and contemporary, generally bifurcate
between two regions, Asia and the Near East.

Imperial systems with tributary states characterized premodern history in Asia. Imperial China
and Japan predominate in Asia. Governance within much of China remained outside the colonial
system, shifting among imperial cities. The realities of centralization and decentralization in
various parts of Asia revolve around a belief in “cosmological right” of a king or ruler who
controlled the center of the universe. Japan controlled much of Northern China, Korea, and
Taiwan from the early 20" century to the end of World War 1.1 In Southeast Asia, pre-colonial
patterns of contests among kings led to the last formal agreement between a Cambodian Prince
and the Vietnamese Emperor acknowledging the latter’s preeminence in the southern Vietnamese
delta in 1775.

On the popular level, in dramatic contrast to most parts of Latin America where the preexisting
indigenous population largely disappeared, pre-colonial societies and local patterns of authority
persist in many parts of East and Southeast Asia. Two important countries—Japan™* and
Thailand—were never colonized, while only a few imperial entrepots were established in coastal
areas of China. The Burmese, Thai, and Vietnamese people in particular constituted competing
frontier populations affected by the great and dynamic civilizations of China and India. While
accompanied by representative institutions of government, monarchies still dot the region, in
countries including Nepal, Thailand, and Jordan.

In South, East, and Southeast Asia, China, in East Asia, India in South Asia and Indonesia and
Indochina in Southeast Asia present different modalities. In the Middle East Egypt, Palestine™?
and Iraq represent three as does Iran in terms of indirect, or defacto influence. Morocco in North
Africa illustrates the combination of Islamic culture and French colonialism. Algeria is unique in
terms of the French model of assimilation and the hatred that this engendered.

European concepts of governance structures and process made an important impact on the region
during the colonial period. In Southeast Asia, the first official concession by the Vietnamese to
the French took place in 1874. During the 19" and 20th centuries, colonial authority and patterns
of local control in Asia—whether French, American, British, Dutch, German, Japanese, or
Portuguese—was patterned on the way states were organized in Europe and among European
derivative countries.’*® These patterns originated with the Treaty of Westphalia in 1648. A
“sovereign” recognized by other reciprocally recognized “sovereigns”, was understood to have
ultimate legal authority over all regions within the legally defined territory and among all peoples
residing or temporarily visiting within—or transiting through—territorially defined boundaries as
marked by clearly demarcated borders.

European state systems defined a highly centralized vision of political organization within often
vast territories. The legal form adopted by colonial powers did not always reflect how actual
political influence was exercised and the impact it had on social behavior at the community level.
Colonial rule in South and Southeast Asia resulted in an overlay of strong, authoritarian,
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prefectoral administration in the form of colonial officers governing at district levels,
superimposed on preexisting forms of governance and behaviors."** Indeed, in almost all cases,
colonial prefects governed through local leaders of one kind or another within their limited areas
of concern—maintaining law and order, collecting a head tax, or through use of recurrent forced
(corvee) labor for infrastructure investment and maintenance. Colonial systems used and built
upon existing rural systems of revenue collection.*®

Although the Middle East is sometimes characterized more by culture than by geography, this
paper refers to the area from Egypt to Iran (West-East) and Turkey to Yemen (North-South),
predominantly, the Arab world.™® In addition, North African and Asian countries neighboring the
Middle East share religious, ethnic, and linguistic forms and other cultural values and are
included by USAID in its Asia Near East classification. While internal cultural similarities define
and influence the Middle East, external influences—in this region in particular—also have had a
profound affect on local governance. Most notably, the Ottoman and European Empires have
shaped the structure of governance by imposing centralized rule.

In the Middle East and North Africa, the most important inherited imperial history is of a
governorate organization of territorial and local prefects from the Ottoman Empire period (the
Turkish legacy). Though the Ottoman Empire was highly decentralized, the Governorates
themselves were authoritarian in nature. The Ottoman Empire, through the Governorates, ensured
that land and resources were employed under central administration in order to promote the
common good. This tradition continues today, where public policy in the modern Republic of
Turkey advocates a state role in local affairs.

The manner in which predominantly Arab and Kurdish villages of southeastern Turkey have been
governed illustrates the broader impact the Ottoman Empire had on the Middle East. Tribal
organization in the largely rural southeast along patrilineal lines has exercised authority, but is
most practically associated with ownership of large tracts of land. Villagers from families without
land work as laborers or herders for landowners, creating a system of economic and political
dependency. The few tribal leaders in command of local resources increased their power as local
elites. Incongruent cultural values between the Arab and Kurdish villagers and Turkish
prefectoral administration, desire for greater authority and political challenges from local leaders,
led the government of Turkey to impose greater control over these minority territories. The result
has been violent conflict and displacement of many villagers, analogous to regional tensions
under Ottoman rule.

2.D.2. Internal Influences: Culture, Local Governance, and Decentralization

The recorded history of Asia consists almost entirely of interactions among palace elites and
control of vassal local rulers. Notwithstanding agreements among rival kingdoms, significant
changes in the political history of the subregion resulted from people moving, settling, and either
eliminating, displacing, or cohabiting with people of other cultures without regard for any
territorial boundaries or esoteric claims by rival courts.

China, Japan, Mongolia, and Vietnam shared some form of sinicized local governance systems
while the other kingdoms of mainland Southeast Asia shared an Indianized political culture.
Indonesia, colonized for almost 250 years has been influenced culturally and linguistically by
Holland and socially by the Middle East and India. The structures, values, and symbols of those
Chinese and Indian political cultures defined and maintained formal relationships at the elite level
in Asia. Although sinicized and Indianized systems were as different as Buddhism and Hinduism

30



Regional Variations in Local Governance

in many important respects, both were characterized by largely symbolic relationships between
emperors and “subordinate” vassals that seldom required obedience to any substantive decisions
by the latter to the former. According to Arthur Basham:

The great vassal was always very powerful, and had his own administration and
army. Among the many threats to the security of a king, the revolting vassal was
one of the most dangerous.... In fact the suzerain’s hand weighed very lightly on
the more powerful and remoter vassals, and many claims to homage and tribute
amounted to very little."*’

Throughout Asia and the Middle East a primary distinction in values exists between secular views
and religious values. Secular views can be broadly divided between socialism and mercantilism
with China, for example, wavering between both. The major religious and philosophical
distinctions are Buddhism, Islam, Hinduism (with its caste legacy), and Confucianism (and some
would argue Mandarinism). The earliest forms of government in Southeast Asia were based on a
“cosmo-magical” idea of kingship, the Universal Monarch, under which kings based their rule on
their relationship to deities and based their rule in a capital, symbolizing the center of a cosmic,
beyond an earthly, state. Succession rules were vague, leading to frequent attempts to capture the
throne. [Robert Heine-Geldern, 1956]. Whether this tradition of charismatic leadership has found
expression in modern times is a subject for a paper on political symbolism in Asia.

Christianity is the majority religion in the Philippines and East Timor. Asia and the Near East
have also been influenced, and divided, by the legacy of nonviolence and passive resistance
(Gandhi) and revolutionary traditions in China, Vietnam, and Iran.

At the same time, traditional village forms in Asia are varied, relying on family oriented
structures (China and the Philippines), group consensus and closed neighborhoods (Japan), and
layers of bilateral relationships (Thailand). These local social units have adapted or been altered
by modern political and economic institutions.

Political institutions include a number of established democratic multiparty systems with elected
local governments in Asia such as India, South Korea, Taiwan, and Japan. The region also has
significant authoritarian or one-party regimes including China, Singapore, Vietnam, Saudi
Arabia, Thailand (now under military rule), and Burma (Myanmar). Emerging democracies
include Indonesia, Malaysia, and the Philippines.

As indicated in Table 2 below, Cambodia, China, Indonesia, Philippines, Thailand, and Vietnam
have subnational government assemblies, but they vary considerably in the method of
selection.™® Some of these bodies have elections ratified by national political parties. Others elect
some administrative levels directly only at the lowest administrative level while appointing higher
level officials.
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Table 2. Subnational Assemblies and Elections

Country Subnational assemblies and elections

Cambodia Subnational representative bodies elected through universal suffrage only at the
commune level.

China People’s Congresses in China exist at all levels of government, but only the
village level is directly elected.

Indonesia Regional People’s Assemblies elected at local and provincial levels.

Philippines Directly elected bodies exist at all subnational levels of government.

Thailand Different types of subnational governments have directly elected councils of
different sizes.

Vietnam People’s councils at all levels of government are directly elected and ratified by
the immediately superior council.

Source: Paul Smoke, World Bank.

In modern Asia, only three countries are organized as legal federal systems—India, Malaysia, and
Pakistan. All other countries in Asia are unitary. Countries with both unitary and federal systems
are attempting to decentralize. Eight Asian countries classify themselves as politically
decentralized—Bangladesh, China, India, Malaysia, Maldives, Nepal, Pakistan, and the
Philippines™®. Seven other countries have decentralization policies or are engaged in some type
of fiscal or political decentralization efforts over the long-term—Cambodia, Indonesia, Lao PDR,
Sri Lanka, Thailand, Pakistan, and Vietnam. %

As the Table 3 below indicates, decentralization initiatives in Asian states, arguably in
combination with traditional social groupings, leads to a wide range of subnational forms of
government.

Table 3. Levels of Government Administration in Asia

Country Subnational levels of government

Cambodia Two levels in two parallel systems:

e Provincial administrations (20) and municipalities (4) with provincial status
divided into districts and khans

e Elected commune and sangkat (urban commune) governments (1,621) divided
into villages

China Four levels:

e  Provinces (22), autonomous regions (5), and large cities (4)
e Prefectures and cities (300)

e Counties (2,100)

e Townships (44,000+)

Indonesia Three levels (de jure)

e  Provinces (33), special regions (2), and capital city (1)

e Local governments: kotamadya (cities) and kabupaten (districts) (440)
e Desa (villages)

Philippines Four levels:
e Provinces (79)
e Cities (112)
e  Municipalities (1,496)
e Barangays/villages (41,944)

Thailand Four levels with top three formally empowered:
e Provinces (75)

e Districts and municipalities (811)

e Tambons (subdistricts) (6,744)

e Villages (67,000+)

Vietnam Three levels:
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e  Provinces (58) and municipalities (3)
e Districts (600)
e Communes (10,000+)

Pakistan Four levels

e Provinces (4) and 2 territories
e Districts (100)

e Tehsil (360)

e Unions (6,022)

Source: Paul Smoke, The Rules of the Intergovernmental Game in East Asia: Decentralization Frameworks and
Processes, World Bank. & Decentralization Support Program, National Program Support Office—DSP, Pakistan &
CIA Factbook.

Local governance forms do not generalize from country to country within Asia. The Indonesian
decentralization is well-known. Although the Indonesian government is increasingly
decentralized, the transition from authoritarian to broadly democratic forms of political relations,
especially at provincial and district (Kabupaten) levels, has not yet been fully realized. First,
while provincial and district planning offices (Bappeda Tingkat I and Il) have dramatically
increased responsibilities and power relative to the 1980s—as exemplified by their own
impressive office buildings in provinces and districts throughout the country—the originally
intended “bottom-up” planning process suffered as local governments have adopted “top-down”
behaviors modeled on those of the central government. As governmental and administrative
authority has been dispersed, it remains largely directive rather than responsive to initiatives
originating in rural villages and urban neighborhoods. The Indonesian case is discussed in some
depth in the following discussion of the external influence of donor initiatives.

The People’s Republic of China appears to be among the most fiscally and administratively
decentralized in the world. China’s system of decentralized governance differs from most other
systems in that public sector revenues are largely collected by provincial governments or urban
equivalents. The central government’s share is transferred to it by those local governments rather
than the reverse. As with many revenue-sharing systems worldwide, a formula has been
established according to which the relative shares of government revenues among different levels
of government are specified. However, as is too often the case with revenue sharing formulas,***
actual amounts transferred are negotiated annually by central government officials and their
counterparts in each of the provinces and major cities. Diminished resources account, at least in
part, for differences in public sector capacities and performance among China’s disparate regions.
Thus, while China has experienced substantial increases in aggregate rates of economic growth,
improvements in health and education rates have not kept pace throughout the country as a whole.

UNDP’s Human Development Report 2005 points out that in China, “poorer counties and districts
have been unable to raise sufficient revenue through taxation, intensifying the pressure on health
service providers to demand payment for services.... Include[ing] basic immunization and other
preventive health services.'?” Thus, eight of China’s provinces lag far behind the others with
respect to under-5 mortality rates, ten provinces have dramatically higher maternal mortality
rates; and nine provinces have substantially lower rates of access to improved water sources.
Insufficient coordination between central and regional, provincial, and/or local governments
along several important dimensions in China contributes to inequality;'* despite the intention of
the Communist Party to ensure conformity in the implementation of policies through its own
organizational units that parallel the government structure.

11123

China’s decentralization model is well-developed, but diminished provincial resources weaken its
effectiveness. For local governments and minority populations, decentralization poses risks that
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the transfer of responsibilities to local governments might not be accompanied by appropriate or
sufficient authority or systematic access to existing resources. Local decision-making authority
about public resources for poor citizens might be captured by formal sector elites—such as in
Indonesia—or be accompanied by the expansion of formal sector government intervention in
local affairs—such as in Lao PDR—uwith the possible further alienation of local non-formal
governance systems.

Papua New Guinea (PNG) resembles patterns of decentralized control similar to that of many
African countries. Although PNG is officially organized as a unitary state, it operates under an
extreme form of de facto decentralization due to topography (thousands of small island and
isolated mountain communities), cultural differences among the population, diverse colonial
experiences, poor communications infrastructure, and ineffective central government
administration.*?> More than 800 distinct language groups exist among a population of about 3.5
million people—approximately, a different language for each 4,275 people. Its entire territory had
been administered as a single integrated Australian Trust Territory for only 30 years.

As in sub-Saharan Africa and the Middle East, the borders of many sovereign states in Asia
include diverse ethnic “nations” when “nation” describes tribes and ethnic groups. Eleven Asian
countries—Japan, the two Koreas, Bhutan, Bangladesh, Brunei, Cambodia, China (not including
Tibet), Mongolia, Timor-Leste, and Vietnam are somewhat ethnically homogeneous. Six of these
countries (Bangladesh, Brunei, Cambodia, China, Mongolia, Timor-Leste, and Vietnam) have
significant numbers of their core ethnic group residing in other neighboring countries.

Another six Asian countries have substantial minority populations—Lao PDR, Malaysia,
Myanmar, Nepal, Sri Lanka, and Thailand—while five other countries—India, Indonesia, Papua
New Guinea, The Philippines, and Singapore—are substantially multi-“national”. Finally, ethnic
minorities in the highlands of Lao PDR, Myanmar, Thailand, and Vietnam and, perhaps, the
Tamils of Sri Lanka—constitute “nations” without attachment to any currently existing state.
Several of these countries are experiencing levels of domestic conflict;'* e.g., the Philippines,
Nepal, Sri Lanka, Kashmir, Afghanistan, Indonesia, Cambodia, Nepal, Sri Lanka, and East
Timor. As modalities of decentralization in Asia, examples of how widely varying political
systems, local political cultures or the reality of physical environments impact on local
governance and decentralization objectives are illustrated here by the transitional political
situation in Indonesia; decentralization behaviors and disparities in China, and, the impact of
topographical realities in Papua New Guinea.

Middle Eastern Subregion

Islamic caliphates ruled the Middle East from the death of Muhammed (around 600 AD) until the
early 20" century when the Ottoman caliphate was recast as the Republic of Turkey, and a
colonially inspired creation of nation-states emerged. During the reign of successive caliphs,
significant ideological differences have developed over the appropriateness of governance
authority. These have continued to divide Islamic society in the Middle East.

Sunni Muslim leaders generally argue that the caliph ought to be selected by community
consensus or selection. Shia Muslims counter that caliphs should follow the religious authority of
qualified imams. The rift in Islamic society between these two major sects transcend governance
into philosophical and religious interpretation of Islam, but these beliefs impacted the utilization
of resources within caliphates with regard to local governance, especially as Islamic society
conquered territory and expanded its reach. Within the two Islamic sects, Shia and Sunni have
fundamentalist and moderate wings, and reflect both secular and theocratic political values with
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regard to local governance. Among Sunni Moslems, the Baathist movement has historically
represented secular socialist principles while various Muslim brotherhoods have represented more
theocratic elements.

Highly centralized unitary states predominate throughout the Middle East, with strong central
government control over local governments. In the region, federal and quasi-federal states include
Irag (since 2005), the United Arab Emirates, and Afghanistan (weakly quasi-federal).

Hereditary rulers continue to dominate one-party states in the Gulf. In the name of security, many
countries in the Middle East have expanded central controls. Existing kingdoms in the Middle
East include Jordan, and Morocco. Morocco, Jordan, Irag, and Egypt have parliamentary systems
with varying degrees of legislative authority. Tunisia is cited as an emerging democracy.

Israel is a notable outlier with the only fully established democratic multiparty system in the
region.

Governors throughout the Middle East, generally appointed, have some degree of administrative
and budgetary authority. Heavily dependent on central fiscal transfers, they do have some ability
to raise local revenues, and determine local budgets. Unfortunately, a highly centralized public
sector, coupled with a tremendous administrative bureaucracy minimizes the practical
effectiveness of local governance.

Syria, Egypt, Jordan, and Saudi Arabia share the model of prefectoral-based centralized
government through governorate or provincial appointees. All of Syria’s thirteen provinces are
governed by an official appointed by the central government who is responsible for all public
services. The governor is supported by a provincial council comprised of locally elected and
centrally appointed representatives subject to oversight through the Ministry of Local
Administration.

In Egypt for example, a local governance system of villages and districts comprise the 26
governorates (muhafazah), which are all ultimately accountable to a powerful central
administration. Elected Local Popular Councils, at the village, district, and governorate level,
work in a subordinate role to the appointed Governors and the local representatives of the central
Ministries. A more complex picture is painted regarding state weakness, “To assume that the state
is able to control the daily lives of peasant cultivators is to greatly overestimate the state’s power
of control over both its own officials and members of the rural sector.” Local gentry retains
“unexpected mechanisms to ensure its dominance.'?’

Current newspaper reports and speeches tell us that the President has recently indicated an
interest in decentralization of some fiscal and administrative authorities, though direct election of
governors is not currently contemplated. The challenges of central budget deficits and the
political exigencies of a one-party state complicate efforts to devolve fiscal and administrative
control.

Jordan’s 12 governorates (alwiyah) and their districts and subdistricts, like other Middle Eastern
countries, represent an extension of the central government in the administration of municipal or
village affairs by an appointed official who is directly accountable to the king. Depending on the
scale, local governance is administered by popularly elected councils in larger municipal areas;
smaller, mostly rural areas used to be governed by traditional, government sanctioned headmen
(mukhtars) who had limited responsibility to administer public services, but an increasing reach
of central authority to tribal areas has stripped this traditional element of local governance from
the formal structure.
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Saudi Arabia’s 14 provinces or amirates are governed by an amir or governors appointed by—
and largely accountable to—the king. Governors hold public meetings (majlis), where local
disputes are arbitrated or referred to an appropriate court. Larger provinces are subdivided into
districts, with appointed councils and appointed lower level officials subordinate to the governors.
These appointees assume restricted local authority to exercise central government functions.

The Governor has the authority to appoint district and subdistrict officials who work with elected
district councils to manage local needs and liaise between the central government authority and
traditional leaders such as village chiefs or clan leaders. However, appointments of all officials
are subject to the approval on the Ministry of the Interior. Local municipal councils in urban areas
have greater decision making authority to collect revenues and administer public services but the
accountability of such bodies does not rest with the people but rather with the Governor or other
central government official. The bedouin and other tribal cultures practice self-government
according to traditional customs in some areas such as the Fatouh border area between Pakistan
and Afghanistan.

Contemporary local governance in the Middle East reflects the central planning systems
introduced by European colonialism. Most countries in the Middle East, like Egypt, employ five-
year development plans for public service delivery. Five-year plans follow the legacy of central
administration and are directed from the state down to the local level. Despite a few notable
efforts to liberalize local decision-making authority, ministerial oversight largely dominates the
governance structure in many Middle Eastern countries. In Turkey, local administrations depend
heavily on funds transferred from the central government, which are often insufficient to provide
required public services, especially in urban areas. Efforts to implement pooled financing and
revenue-sharing schemes to improve service delivery, seem unlikely to take hold in a way that
will empower local authorities politically.

2.D.3. Contemporary External Influences: Foreign Aid and Local Governance
Forms

The United States began providing financial and development assistance throughout Asia—
especially in Taiwan, South Korea, and Japan—soon after the end of World War 11 and was
subsequently joined by the World Bank, the Asian Development Bank, Australia, and former
recipient, Japan among other bilateral assistance agencies. Western assumptions about progress
and the linear path to development combined with lessons learned about planning and
management from the Marshall Plan approach to the reconstruction of Europe and Japan, to
reinforce centralizing tendencies inherent in the notion of the sovereign state itself. A centralized
model was further reinforced by the fact that the economies of several East and Southeast Asian
countries—China, South Korea, Indonesia, Malaysia, Singapore, and Thailand—appeared to be
“taking-off” by the 1970s as a result of centrally planned processes. Indeed, among those “Asian
Tigers,” GDP grew between 7.6 percent (Indonesia) and 9.4 percent (China) between 1970 and
1996.

Economic success and the argument—most clearly articulated by Singapore’s then Prime
Minister Lee Kwan Yew—that China, Japan, South Korea, and Singapore’s success was due to
their shared, centrally controlled and essentially paternalistic “Asian Values,” militated against
radical new programs of decentralization. Given the realities of the 1997 financial crisis in East
and Southeast Asia, it is interesting to note the World Bank’s judgment about the effectiveness of
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the state in East and Southeast Asia in its World Development Report published just a few
months earlier:

In the newly industrializing countries of East Asia, the state is generally viewed
as effective, engaged in a productive partnership with the private sector. With
few exceptions, it has matched its role to its capability very well and thereby
enhanced its effectiveness. Whereas ineffective authoritarian states have been
directly responsible for economic decline in Africa, many East Asian countries
have experienced remarkable growth (with some improvement in equity) under
authoritarian regimes.... The link between authoritarianism and economic
decline, so evident in Africa, has been inoperative in Asian countries, largely
because of their powerful commitment to rapid economic development, strong
administrative capability, and institutionalized links with stakeholders such as
private firms, as well as their ability to deliver on the economic and social
fundamentals: sound economic management, basic education and health care,
and infrastructure.'?®

Even as many international development agencies were advocating one or another aspect of
decentralization—and associated local government capacity-building projects—as part of macro-
governance reform programs in other regions (particularly in sub-Saharan Africa), concern for
such issues in most of Asia remained largely limited to community-based participation and
“bottom-up” process approaches to project design and implementation at the micro-level.

By the late 1980s, debate was underway between “centralizers” (mostly macroeconomists) and
“decentralizers” (primarily microeconomists and institutional development specialists) whether
public sector reform programs in Asia should support decentralization efforts. Centralizer’s fears
were raised by the announced intention of China to dramatically accelerate the transfer of
substantial financial, investment, and implementation responsibilities to provincial governments.
Would unrestrained local decision-making make effective management of demand within the
public sector impossible? The fear was that, sooner rather than later, China’s central Government
would be faced with the moral hazard of bankrupt local governments relying on Beijing to bail
them out by paying off the local governments’ bad debts.

Centralizers were faced with several exceptions to the more common centralizing tendencies
during the decades prior to the 1997 East Asian Economic Crisis. These included

e The launch during 1978 of Indonesia’s “Provincial Development Program” with USAID’s
financing of “PDP I”” in Central Java and Aceh and its sequential expansion to all of
Indonesia’s provinces and districts with financing by USAID, the World Bank, Asian
Development Bank, and other international development agencies;

e The attempted regionalization of planning in the Philippines during the 1980s;* and

e The use of “by-pass” strategies employing NGOs for the implementation of “social fund”
projects in Cambodia, Indonesia, the Philippines, and, to the extent practicable, in Vietnam.

Indonesia offers one of the few examples of donor stimulated decentralized planning and
governance mechanisms in the Asia/Near East meta-region. In Indonesia, the World Bank
financed Kecamatan Development Program (KDP) has fostered the establishment of “councils” at
the subdistrict (Kecamatan) level consisting of representatives from participating communities
who are vested with the authority to decide—within established limits—how to use program
resources. That process is assisted by technical assistance teams provided by local NGOs or
consultant contractors.
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Indonesia’s PDP is a good example of how a sufficiently long-term perspective provides a more
accurate view of the success or failures of decentralization programs and consequently, the
impact of external donor assistance. When first introduced in 1978, it was the first project in
Indonesia designed specifically to support decentralization to provincial governments. PDP was
the very first foreign aid project channeled through the Government of Indonesia’s equivalent of a
Ministry of Local Government (Departemen Dalam Negeri) and the provincial planning offices
(Bappeda Tingkat I). In addition, it was one of the earliest projects anywhere to specify the
“poorest of the poor” as the target “beneficiaries” and to foster a village level participatory
process through which beneficiaries themselves could select the kind of benefits they would
receive (although from a limited list of pre-determined choices). Finally, it was explicitly
designed as a pilot project that—based on lessons learned from implementation experience—
could be adapted and expanded to other parts of Indonesia.'*°

Within about a decade, PDP had been expanded through successive projects financed by USAID,
joined by the World Bank and other international development agencies to all of the many
country’s provinces. By 1995 the primary emphasis within successor decentralization projects
was the transfer of deconcentrated responsibilities from provincial to district level planning
offices (Bappeda Tingkat Il). In the meantime, Indonesia’s official system of parallel provincial
and central government offices in provincial capitals had been abolished and all ministerial
representatives had been integrated into the provincial administrations.

When President Suharto’s authoritarian regime was overthrown during May 1998, the long-term
institutional development effort required for an effective transition to an increasingly
decentralized governmental and political system had already occurred and the required capacities
were largely in place.

Within the formal organizational structure of the Indonesian Government, the kecamatan is a
deconcentrated administrative arm of district (kabupaten) governments and—outside of KDP—
with no devolved authority. It is still too early to tell whether the participatory organizations and
processes established by “KDP” will be sustained after external financing ends, Some analysts
argue that externally stimulated decentralized political and governmental power since the
overthrow of Suharto has led to an increase in levels of corruption—even though it is now much
more dispersed, “anarchical,” or “chaotic” than during the previous authoritarian regime.**" Yet,
within the arena of official Government organization and behavior, Indonesia, an overwhelmingly
centralized country in 1978 is now substantially more decentralized and continues to implement
programs directed toward further expansion of decentralization.

Since the 1997 crisis, increasing attention has been given to decentralization issues in other East
and Southeast Asian countries that receive significant amounts of public foreign finance within
the context of macro-adjustment**? and poverty alleviation programs; e.g., Lao PDR, The
Philippines, and Papua New Guinea. Multilateral development banks working in local
government limit their attention primarily to instrumental aspects of administrative and fiscal
decentralization® within the broader context of public sector management and do not press for
political decentralization in the form of direct elections. ***

For broad policy reasons, as well as to improve capacity, transparency, and accountability at the
local level, bilateral and multilateral donors sponsor democracy and governance programs in the
Middle East. The success of these initiatives depends on internal influences and the subregional
environment. External donor-assistance programs have worked sporadically throughout the
Middle East to liberalize both administrative functions through decentralization and public
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service delivery through privatization.* It has been argued that these efforts however have been
limited by the need to garner support from Middle East leaders opposed to liberalization in order
to gain political support for controversial policies in the Palestinian-Israeli conflict and in Iraq,
Afghanistan, and Iran.

2.D.4. Mass-based Political Organizations: Social Service Delivery—Civil
Society, Religion, and Ethnicity

Clear examples of parallel institutions and local governance surface most dramatically in
countries or provinces in conflict or just emerging from conflict. In Asia, current examples
include Afghanistan and Pakistan, where the exercise of effective central government authority
within many provinces is problematic because governance functions continue to be exercised by
regional—often non-formal—tribal or religious leaders™® while yet other non-formal authority
structures transcend the border between Afghanistan and Pakistan. There are a number of groups
operating in Afghanistan, most notably the Taliban, which represents a prior regime.

A recent World Bank study™’ reveals various forms of parallel governance systems in Asia,
including 1) informal and non-formal institutional arrangements for the provision of credit; 2)
voluntary security teams in large housing areas; and 3) financing of flood relief, orphanages,
medical services, secondary schools, water, and power grids.

Rural villages and urban neighborhoods are institutionally complex. Indonesia is an example with
particular resonance. In response to participatory evaluation methods, the urban “poor” identified
a total of 44 different institutions operating in one or more of neighborhoods, while 53 separate
institutions were identified as operating in one or more rural villages.*® This intense institutional
environment encompasses a much broader range of actors than those provided and/or supported
by Indonesia’s formal sector Government. Twenty (45.5 percent) of the institutions identified by
the urban “poor” are non-formal, while 16 institutions (30.2 percent) identified by the rural
“poor” are non-formal.**

Non-formal institutions are persistent in China, where a widespread substitution of social
institutions for formal governance mechanisms delivers services in many parts of that country. In
rural China, village level officials may rely on lineage or religious organizations to fund and
manage public services™* even as some established local governments devote resources to village
level social and community enhancements.*** Currently, elected village leaders from the business
community may be expected to provide village improvements from their personal resources.**

In Vietnam, Lao PDR, Burma (Myanmar), and Thailand, parallel institutions link indigenous
tribal minorities living in cross-border highland regions despite predominantly homogeneous
populations in the lowlands. In Indonesia, central government authority is clearly shared with
unofficial governance systems among the wide variety of ethnic groups living throughout this
island country. Indonesia provides examples of parallel institutions such as the Partai Keadilan
and Nahdatul Ulama.

In the Pacific, persistent mass-based political groups exist in Papua New Guinea and Solomon
Islands. Among the Tuvalu there are traditional community structures of authority. In the
Solomon Islands, many people adhere to traditional structures of authority rooted in rural villages
that emphasize both equity and acquired rather than inherited status and among whom “local and
clan loyalties far outweigh regional or national affiliations.”*** Among the Tuvalu, legislation has
devolved significant governance responsibilities to “island communities” closely linked to
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traditional decision-making structures so as to make official and unofficial decision-making
systems more congruent with each other.**

A number of NGOs and foundations have been active in providing education, health, and special
needs services: the Aga Khan Foundation in South and Central Asia, Teras Pengupayaan Melayu
and Jemaah Islah in Malaysia, Darul Argam and Majlis Ugama Islam in Singapore, Partai
Keadilan and Nahdatul Ulama in Indonesia, The Imam Sadr Foundation and the Makassed in
Lebanon. Political party affiliates are also beginning to act as service providers, such as the AK
party in Turkey and the Almabarrat in Lebanon (which is perceived to be linked to the
Hezbollah).

Finally, there are several examples of NGOs that have links with civil society. These include
BRAC in Bangladesh, in Malaysia—Teras Pengupayaan Melayu and Jemaah Islah, in
Singapore—Darul Aram and Majlis Ugama Islam and in South Asia, the Aga Khan Foundation in
Pakistan.'*> Awareness or discovery of parallel systems sometimes results in attempts to eliminate
them. Development practitioners would be well-served to support efforts that have been made to
improve and integrate parallel providers into formal systems. Information about one such effort
describes a program to improve services provided by drug vendors in Lao PDR.**

In many parts of the Middle East, local governance continues to be influenced by local headmen
and other traditional or religious leaders. Rural village and Muslim Brotherhood political
activism, at times, challenges the authority of Egypt’s central governance. However, the current
administration has worked diligently to control the influence of such movements by limiting civil
society activity. There is no tradition of civil society participation outside of religious institutions
since religious fundamentalist organizations and grassroots religious associations have
historically delivered social services.

In both the Near East and Asia, traditional reliance in Islam on religious trusts (awgaf) as
providers of local public services has led to the growth and widespread provision of public
services by a variety of Islamic groups including mass based political organizations,
fundamentalist groups, Muslim NGOs, and foundations in South and Southeast Asia, Middle
East, and North Africa. In several regions, mass based political organizations such as Hezbollah,
Hamas, the FIS, and the Muslim Brotherhood have taken over traditional service delivery
functions of local governments. Muslim NGOs and foundations also have stepped into the local
governance sphere.

Parallel governance groups and mass based organizations tend to be dominated by religious
fundamentalists particularly in the Moslem areas of the Middle East. Parallel structures in the
Arab Middle East include both Arab Socialist groups (Baathist), and Islamic organizations
(Sunni, Shiite, Wahabbi, or Taliban in Afghanistan).

Parallel governance groups in the Middle East include several political movements but
specifically the Islamist based AK Party in Turkey, which has combined Islamic nationalism with
grassroots welfare and service delivery promotion.**” They also include, as mentioned above,
Almabarrat/Hezbollah in Lebanon, Hamas, in Palestine, the FIS (Islamic Salvation Front in
Algeria), and the Muslim Brotherhood in Egypt. Hybrid groups include Hezbollah, Hamas and
the Muslim Brotherhood (Egypt) and Mugtada al-Sadr in Irag. Nongovernmental and civil society
organizations include the Iman Dadr Foundation and Makassed in Lebanon. Religious-based
welfare groups combine their welfare roles with political activism and in some cases, terrorist
activities.
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SECTION THREE: Conclusions

3.A. Regional Variations in Local Governance Traditions: Regions as
Analytical Units for Subnational Governance

This Section will draw general conclusions regarding the value of regions as analytical units for
local governance structures and decentralization approaches, using the influences discussed in
Section Two to create simple typologies. Centralization and decentralization influences have
major impacts on the powers accorded to subnational governments. Table 4 gives some
predominant elements of influence from the regional discussions in Section Two.

Internal decentralizing influences are strikingly more numerous, perhaps echoing the trend in
decentralization policy over the past two and a half decades, reflected in the number of countries
which have formulated decentralization policies. For purposes of the charts, early foreign
assistance patterns and later patterns are separated. As indicated above, early foreign assistance
efforts had a centralizing impact. Current foreign assistance in the governance sector, certainly
relative to early foreign assistance, exerts a net decentralizating pull. Mass-based political
movements are considered as decentralizing elements whether inside or outside of formal
governance structures, for each region. For purposes of the chart, mass-based political
movements are internal influences.'*® State weakness has two impacts; first, it may create a void
that allows parallel governance organizations (mass-based political organizations) to amass
political influence through providing services that governments cannot. Secondly, it may lead to
increasing attempts to centralize power related to central government efforts to retain local
control.

Table 4. Centralizing and Decentralizing Influences Impacting Local Governance

External Centralizing
Influences

Internal Centralizing
Influences

Imperial traditions

Hegemonic newly formed
states

Unitary systems

Unique cultural forces
(monarchy)

Military dictatorship

Communism and Soviet Rule

Weak states’ inability to
mediate competing interests at
the local level

Early foreign assistance
patterns directed at centrally
controlled economic growth

External Decentralizing
influences

Internal Decentralizing
Influences

Contemporary foreign
assistance patterns

Recapture political legitimacy

Culturally disparate regions

Unique cultural forces
(municipalism)

Transcendent ethnic loyalty in
single states
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Weak states’ inability to
mediate competing interests at
the local level

Mass-based political
movements

Federal systems

Central budget deficits and the
search for internal sources of
funds

The proliferation of influences towards decentralized forms of governance cannot explain
whether local governments have adequate authority to govern, whether delivering services or
mediating social conflict and debate. Nor does it tell us whether we can “sort” for influences at
the regional level, nor answer the question, “Do Regions Matter?”

To address that question, the following Tables attempt to capture predominant influences on
forms of local governance in the four regions established by USAID based on the research
reviewed in Section Two. The regions do attract different characterizations. As shown in Table 5,
for example, internal influences, such as weak state structures and divisive ethnic loyalties, are
frequently cited as predominant forces responsible for local governance dysfunction in Africa.
Similarly, scholars point repeatedly to the impact of the municipal tradition on Latin American
local governance and the tendencies to decentralize service provision to the municipality. Latin
America was an early focus of foreign donors, and arguably, more affected by policies favoring

central control of state structures for purposes of economic growth.

Europe and Eurasia have been dramatically affected by the state-centric nature of communist
government, and by the reaction to it after the fall of the Soviet Union. Strong ethnical loyalties
surfaced in Europe which allowed states not to decentralize but to actually break apart. This
period coincided with donor governance initiatives in decentralization reform. Following a
monarchic tradition, Asia and the Near East, now face mass-based political movements that
threaten specific subregions, and an overwhelming donor emphasis on decentralization.

Table 5. Predominant Influences by Region

REGIONS External External Internal Internal
Centralizing Decentralizing | Centralizing Decentralizing
Influences Influences Influences Influences
Africa Colonial traditions Current foreign | Hegemonic Weak states
assistance new states

Military Mass-based political
dictatorship movements
Weak states Transcendent ethnic

loyalty in single
states

Mostly unitary
states

Latin America and
Caribbean

Imperial traditions

Military
dictatorship

Unique cultural
forces
(municipalism)

Early foreign
assistance patterns

Mostly unitary
states

Central budget
deficits
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Europe/Eurasia

Imperial traditions

Current foreign
assistance
patterns

Transcendent ethnic
loyalty in single
states

Communist and

Communist

Asia and the Near
East

Soviet rule and Soviet rule
Unique cultural Current foreign | Hegemonic Central budget
forces (monarchy) assistance new states deficits

patterns (Near East)
Early foreign Communist Mass-based political
assistance patterns rule movements

Mostly unitary

Transcendent ethnic
loyalty in single
states

Table 5 reflects a summary qualitative assessment of the influences captured in Table 6,
illustrating that each region was influenced differently by external and internal factors. The
conclusion of the paper is that regional variations in local governance traditions are the product of
both internal and external forces, unique to each region.

Table 6. Summary: Predominant Influences on Local Governance by Region

INFLUENCE Africa Latin America | Europe/Eurasia | Asia/Near East
External historical 2 1 1 3

influences

Internal cultureand | 1 1 1 2

political structures

External 3 3 2 1

contemporary

influences (foreign

aid)

Mass-based 1 3 3 1

political movements

Source: Elements are weighted for influence and not presented in rank order. Some elements are weighted equally.

Notwithstanding the construction of some typologies by region, the question remains, “Do
Regions Matter? At the subnational level? Variations at the regional level have insufficient
analytical power in the 21* century to govern analysis of forms of subnational governance. The
points below are further supported by the discussion of subnational governance forms and

structures.

e The number of government forms currently in use in any one region, and the number of
cultures that coexist in each region, complicate any effort to generalize at the regional level.
(On arelated note, it is impossible to predict whether or not one or another pattern of

decentralization will achieve specific objectives or goals
variables impact actual collective and individual behaviors.

149

—too many oth
150)

er independent

e Subregional experiences (Central Asia, the Baltics) and experiences of individual countries
(South Africa, China, English-speaking Caribbean countries) provide exceptions to any
regional generalization.

o Literature on decentralization at the regional level trends towards comparative studies of
limited cases within a subregion and rarely considers regions as units of analysis. Regional
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level study seems to have been popular as a unit for postcolonial studies, and for language
and anthropology studies more than in application to political science. The fall of the Soviet
Union and the emergence of new ethnic loyalties seem to have led analysts away from broad
regional work and towards the study of subregions and comparable subgroups of countries.
Regional literature outside of USAID does not generally group Asia and the Near East
together.

The geographic distinctions among regions do not adequately describe subnational forms of
government in the countries that make up the region. In Asia, for example, local government in
Papua New Guinea differs strongly from local government in Indonesia which in turn, differs
dramatically from the federal constitution of Malaysia. Even similar terms for local government
structures, such as “district” or “local council,” mask effective distinctions. For example, some
districts include elected officials and others, appointed ones. Municipal authority in Latin
America, in countries as diverse as Brazil, Peru and Guatemala, offer frameworks that can assist
the regional scholar. In the Caribbean, Haiti recognizes the municipality as a decentralized form
of government. However, even in Latin America and the Caribbean, the uneven pace of
development in Peru, vast differences in state resources between Peru and Brazil, and conflict and
security issues in Haiti impede regional-level analyses. In terms of decentralization, the
Europe/Eurasia region divides dramatically along the fault lines of EU accession and pre-
accession countries and states like Tajikistan, which acknowledge that their local government
bodies (jamoats) remain executive structures of central government.'*

Scholars and practitioners looking for comparative experience in local governance may do better
to match states by cultural form as well as looking at the types of authority conveyed to local
government institutions to draw useful analogies. Guides to success and failure for
decentralization and local government strengthening can better come from subnational analyses
independent of region. Further, “As the centralized state was a tapestry of varied configurations
of state-society relations, so too is the increasingly decentralized state.” >

3.B. Conclusions—Internal and External Influences on Regional
Variations in Governance Traditions

This Section will also offer concluding remarks regarding the four influences on regional
variations in local governance traditions.

3.B.1. Historical external influences

Differences in structure of government based on external influences include colonial, imperial or
tributary factors, and the historical legacy of managing the extraction of wealth. Formal
colonialism, spheres of influence, and informal or de facto control are all part of the 19" century
colonial legacy of much of the world outside of Western Europe.

To some extent, connections between colonial powers and their respective dependent territories
were carried forward into the post-colonial period. For example, 80 percent of the United
Kingdom’s total bilateral aid was provided to former British dependencies between 1965-84,
more than 60 percent of France’s worldwide bilateral assistance was provided to former French
dependencies between 1965 and 1999, and more than 50 percent of Belgium’s official bilateral
development assistance was provided to its former dependencies until the late 1980s. As late as
2004, 23 countries received more than a third of bilateral assistance from their former colonial
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country.153 Even where administrative forms of direct and indirect rule underlie current forms,
these are not regionally determinative. Major colonial powers had impact across regional
boundaries, with English influence in Africa and Asia, French influence in Indochina and Africa
and Portuguese influence stretching from East Timor to Brazil.

3.B.2. Internal Cultural and Political Influences

A number of authors support the view that local governance or decentralized “units or activities
cannot be studied in isolation from their environmental context....”** At least 6,867 different
ethno-linguistic groups have been identified among the world’s total population of about 6.5
billion people. Even if many of those groups might combine broadly defined ethno-cultural
affiliations with primary political loyalties—the criteria for classification as a “nation”—the
impact of culture complicates the development of the concept of “citizen” and challenges the
organization of states. Given the largely subjective nature of cultural norms for governance
processes and competing economic and social priorities, different local governance traditions
clearly influence, but may not determine, the way the governance function is performed. Samuel
Huntington, Crawford Young and Lawrence E. Harrison have suggested that societal and cultural
values influence and perhaps dominate political characteristics.*>> Any sense of broad “national”
culture towards decentralization and local governance must, for operational purposes, be
disaggregated by issue, interest group, by social and educational variations and perception of
circumstance.

3.B.3. Contemporary External Influences—Foreign Donor Influence

Current donor influence through governance programs favors decentralization. However, the look
of donor programs over the past 50 years includes early centralizing efforts in both intent and
effect. Multilateral organizations such as the IMF and the World Bank are primarily focused on
economic support, service delivery and revenue collection. Local autonomy is often not the
primary motivation for decentralization reforms.

With 16 bilateral donors (external Support Agencies or ESA’s) providing $1 billion or more
during 2004,"° only four multisector multilateral external support agencies—plus the United
States as the only bilateral—were operating worldwide on January 1, 1960."’ One result of the
relatively small club of external assistance agencies during the formative decades of international
development was a broadly shared view of what ought to be the objectives and approaches to
achieving it.

That relatively common view of foreign aid historically has included the following beliefs: 1)
development was essentially synonymous with economic growth through industrialization
supported by investments in physical infrastructure; 2) based on lessons thought to have been
learned from post-WW]I reconstruction, development required application of scientific planning
and public administration to management of complex projects and programs by educated
personnel with a politically neutral cast of mind; 3) that investment required transfers of
agricultural surpluses to the industrial sector; 4) new sovereign states consisted of limited
numbers of educated people, lacking required planning, management, or technical skills, who
were nevertheless responsible for governing majority populations of largely illiterate rural
farmers; 5) those farmers were engaged in subsistence agriculture, bound by traditional beliefs
and traditions, and organized in parochial and inward looking clans, tribes, or villages; and,
therefore, 6) production of agricultural surpluses and the transfer of such surpluses to the
industrial sector were unlikely to occur spontaneously.
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Those theoretical assumptions argued strongly against the diffusion of power through
decentralization of sovereign state governments™® even as the resulting inefficiencies of highly
centralized authoritarian governments reinforced their alienation from the citizens. It took until
the 1980s for attention to be paid to the absence of “nationhood” or the literature on political
development or the principles of local governance as it had emerged during the early and mid-
1960s.

Also, a professional culture of political neutrality was established as early as 1944 by the World
Bank’s Articles of Agreement with its explicit prohibition of any “interfere[ence] in the political
affairs of any member [while directing that].... only economic considerations shall be relevant
to...decisions...weighed impartially...to achieve the [Bank’s] purposes” and subsequently
reinforced by post-Vietnam legislation in the United States that sought to separate USAID and
Peace Corps programs from security related agencies of the United States’ Government.

Donor concerns expanded rapidly to include reduction of public sector expenditures, privatization
of state-owned enterprises, private sector development, and decentralization of many remaining
government functions. However, as responsibilities were almost always transferred to local
governments without commensurate access to revenues, suspicions were expressed that central
government support for decentralization in countries as disparate as Zambia and Guatemala was
motivated primarily by the desire to avoid blame for reduced public expenditures.*®
Decentralization efforts were plagued by disagreements between macro-economists who believed
that decentralization would harm efforts to reduce public expenditures and microeconomists and
governance specialists who believed that decentralization would substantially increase efficiency
through participation and beneficiary ownership.

Donor debates were complicated even further by the growing crescendo of negative opinion—
primarily by international NGOs—of “adjustment” generally.*® Partially in response to such
criticism, the World Bank in particular: 1) began employing a small number of non-economist
social scientists who, by skill and experience, were oriented toward smaller-scale, community
level, participatory approaches to development and who viewed themselves as “reformers-from-
within;” 2) established a “Social Dimensions of Adjustment” program;*®* 3) committed itself to
addressing the “environmental impact” of its investment projects (although explicitly excluding
the requirement for environmental assessments of structural adjustment lending); and (iv)
began—in parallel with other economic structural adjustment programs ESAs—to directly
involve NGOs in larger-scale development projects.*®

Donor influence with regard to decentralization and democratic governance components of public
sector reform varied substantially among regions. Eastern European and Baltic transitional states
were receptive to advice about decentralization comprehensive institutional reforms and
democratization during the early 1990s. Secular political leadership of former Soviet Republics in
Southern Europe, the Caucasus, and Central Asia were less open to decentralization reforms.

Attitudes in sub-Saharan Africa and Central America can be characterized as reluctant agreement
with requirements to dismantle single party central planned state systems. These command
economies followed by less than enthusiastic implementation of decentralization schemes.
External influence on the political leadership in Mexico and South America more generally was
relatively minor at best while efforts to address “institutional” issues in East and Southeast Asia
did not begin until after the 1997 financial crisis.
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3.B.4. Mass-based Political Movements—Parallel Governance

As indicated previously, several concerns require the consideration of mass-based political
movements in discussions of forms of local governance. These include: 1) their impact on
decentralization policies and programs in such countries as the Philippines and Indonesia; 2)
fragile states as a group are included in this paper; 3) the ascribed function to local government
(and to government generally) as arbiter of societal conflict and disagreement. The argument that
appropriate forms of decentralization could result in reducing separatist pressures is voiced in
favor of decentralization. By extending sufficient autonomy to local jurisdictions that more
accurately represent social and political communities, pressures to assert absolute legal
sovereignty by such communities might be substantially reduced. While examples to date are
difficult to locate, decentralized systems may provide multiple channels for the expression of
different norms and values arising from different cultures within a country.

Where new sovereign states were established without reference to the distribution of nations and
cultures among them, modernizing elites may be fundamentally alienated from many of their
fellow citizens. Relationships may be characterized by the absence of shared values concerning
priority public choices and norms about appropriate procedures for resolving disagreements
among them. Primary affiliations are defined less in terms of place than groups; “tribes,” clans,
religions, and so forth. Persistent parallel systems have evolved naturally from patterns of
governance existing prior to the introduction of a sovereign state veneer. Meeting the need for
defensive security or organized self-help—especially among poor people in urban slum areas—is
the essence of “adaptive” parallel governance. The informal settlements of Lima, Peru, described
by Hernando de Soto are well known examples. But another negative variant includes broader
criminal syndicates that displace formal government entities by providing basic security and
minimal social services in exchange for acquiescence of local residents.

According to a relatively recent global study, many people—especially the poor, residing in rural
and urban slums, consider non-formal institutions created and managed by themselves as more
accountable, trustworthy, and participatory than formal sector government institutions and, even,
NGOs." For example, people will often pay “untrained” or officially unregistered traditional
“medical” practitioners for diagnoses and prescriptions, using traditional medicine rather than
using officially sponsored health programs—even when those government services are provided
free of charge. In such cases, non-formal, but culturally accepted, parallel governance systems
serve to “certify” the qualifications of those “traditional medical practitioners.”*®* These parallel
systems—however invisible to formal sector experts—negatively affect the effectiveness of
official government medical programs. The power of persistent governance systems is most often
rooted in rural or nomadic clan, community, or tribal affiliations in Africa, the Andes and
highlands of Central, South, and Southeast Asia, the Middle East, and the Sahara.

Citizens often have no choice but to exit formal government systems when these have collapsed
due to conflict, but they may also exit ineffective governance structures and those which exert no
claim on their allegiance. In citing Albert Hirschman, the importance of his insight that people
can “exit” from participation in government programs when their “voice” is ignored was
acknowledged. They may exit to NGOs when possible and to hostile parallel institutions when
they see no likelihood of formal governance attention to essential services. The answer to that
guestion fegnsiders the difference between local governments as form and local governance as
function.
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Non-state actors want to achieve sovereign state power but react to the absence of official
channels for political competition. At one extreme are active insurgencies that govern openly in
some areas within a state. At the other extreme, sanctuary is sought within domestic havens
beyond the effective political reach of formal governments. Examples of such protected arenas
include mosques or other religious networks within which people can operate more effectively
than they can in public spaces as they use force, or terror, to achieve state power. Michael Mann
writes about the failure of the state to develop institutions that could coordinate the activities of
civil society productively.'®®

NGOs and other less formal civic groups can play a similar intermediation role providing an
arena for intermediation between secular “modernizing” elites within formal governments and
locally successful non-formal national leaders. Indeed, the need to identify and support such
intermediation was an important reason that official development assistance agencies began to
reach out to local NGOs during the late 1980s and early 1990s. However, only a limited number
of NGOs perform such intermediation functions or are committed to that specific objective.
Both informal and non-formal institutions'®” have been identified in countries around the world
for the provision of credit, voluntary security teams in large housing areas, and financing of flood
relief, orphanages, medical services, secondary schools, water and power grids, and so forth. The
dynamic adaptation by informal and non-formal groups to changing domestic and international
conditions has substantially aided the economic and political survival of large numbers of people
in many countries; especially in Africa. Nevertheless, providing services alone does not by itself
constitute parallel governance. What is called here parallel governance exists only if informal or
non-formal groups provide public goods and services to people who are primarily loyal to them,
are able to levy “taxes” and ensure other forms of required participation, and can apply sanctions
to those who do not comply.

At its most extreme, decentralization might lead to secessionist movements within local
jurisdictions within which ethnic majorities are concentrated. Where the overall scope of the
public sector has also been substantially reduced as a result of structural adjustment schemes,
many of the social constraints on individual or community action are left to mechanisms of the
private sector market, possibly further reducing separatist pressure. Yet, such mechanisms can
complicate attempts to forge a new “national” identity within many countries. Different outcomes
of decentralization could easily threaten modernizing elites.

Ethnic loyalties might transcend and be more important than the commitment to legally defined
secular citizenship in the Philippines, Indonesia and Sri Lanka. Bolivia, Irag, Indonesia, Papua
New Guinea, and Yemen are only a few examples of countries where nationalities lack common
political identities or loyalties.

Persistent parallel governance groups such as traditional ethnic groups; “adaptive” ones are those
adapting to the need to rely primarily on self-help; and “reactive” groups are those who seek
formal Government leadership through methods ranging from participation in elections (Hamas
and Hezbollah) to active insurgencies (the Congo, Liberia and Sierra Leone until recently).

Efforts should be included in policy, program, and project identification work to identify and
integrate non-formal governance systems in nonviolent political participation. Policymakers
would be well-served to consider the potential impact of these groups, if discovered, on
decentralized democracy and local governance objectives. As a start, strategies for integrating
traditional and/or other non-formal practitioners into government sponsored programs should be
developed. Governments must recognize that they are only one party, albeit an important party, to
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formulation and implementation efforts directed toward achievement of local and regional
development objectives.

Where relevant, governments need to legitimate non-formal governance systems and enable
effective intermediation between themselves and those systems at the grassroots level. At the
same time, governments need to take a leading role in the identification of policies and
investments that contribute to countrywide human and physical infrastructure in support of
decentralized structures. Further, governments should identify effective mechanisms to
supplement, rather than displace, existing non-formal safety nets. Finally, incentives that motivate
local government decision making need to be restructured so that they support supply-
responsiveness. However, necessary restructuring of incentives is unlikely unless internationally
provided resources are conditioned on such changes.'®®
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