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province of Basrah can return to its for-
mer glory as the Venice of the East, as it
was once called, if it plays its cards wisely
inIraq’s federalization process.

Basra could choose autonomy as a
stand-alone entity within a federal Iraq.
Abd al-Latif, a Shia Muslim in his late 50s,
is one who is confident about the poten-
tial of Iraq’s south. He says that it should
have no special connections with the
other eight Shia-majority provinces
south of Baghdad.

Creation of a so-called “Shia-stan” in
southern Iraq has been a dream for some
Shia leaders since the overthrow of dicta-
tor Saddam Hussein in 2003. In the north,
the Kurdish provinces have already
formed a united federal region, while in
the centre, the Sunni Arab provinces
have not expressed a desire to move in
this direction.

The Shiastan vision is for Najaf in cen-
tral Iraq to become the capital of a federal
mega-region of nine Shia provinces
extending from Basra on the Persian Gulf
to Baghdad. One proponent of this plan
is Osad Abu Gulal, also a Shia and the
governor of Najaf province. But unlike al-
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Latif, Abu Gulal thinks big. While Abu
Gulal is proud of Najaf’s holy shrines and
the millions of Shia pilgrims they attract,
he wants to become part of a larger fed-
eral entity that can unite Iraq’s Shias.

Until today, clashing visions of Iraq’s
federal future have been abstract battles
of ideas - little more than chess games
played by elderly men in tea shops. These
abstractions became more concrete in
mid-April 2008, when Iraq’s federaliza-
tion process entered its second phase.
(Its first phase was the adoption by pub-
lic referendum by which the region of
Kurdistan became a recognized federal
region of Iraq.)

New rules for provinces
While Iraq is a federal state under the
2005 constitution, until recently, only
Kurdistan has been recognized as a fed-
eral entity; the rest of the country was
governed as a unitary state, and run out
of Baghdad. In mid-April, the 15 prov-
inces south of Kurdistan (a de facto union
of three provinces) became free to decide
whether to follow the Kurdistan model.
Iraqis are following an unusual proce-

Iraq’s provinces:
Sunnis, Shias, Kurds
... and where the oil is found

Mixed provinces — with no group in
a majority — include Baghdad (1) and
Kirkuk (17)

Kurdish Sunnis now have a federal
region that includes three provinces:
Dahuk (15), Arbil (16) and Sulaymani-
yah (18).

Kurds speak Kurdish (rather than
Arabic) and are Sunni Muslims.

Sunni Arab majorities are found in
four provinces: Salah ad Din (2),
Diyala (3), Anbar (13), and Ninawa
(14).

Shia Arab majorities are found in
the other nine provinces: Basrah (6),
Muthanna (8), Najaf (12), Karbala
(11), Qadisiyah (9), Dhi-Qar (7), Misan
(5), Babil (10) and Wasit (4).

Oil is found mainly in the Shia and
Kurdish provinces of Iraq.

dure as they go about delineating their
future federal map. Most federations are

the product of centuries of historical evo-
lution or negotiations by politicians.

The Iraqi constitution requires that
new federal entities be formed “from
below,” through popular initiatives. One-
tenth of each province’s voters or
one-third of the members of each elected
provincial council (in effect, the prov-
ince’s legislature) can demand a
referendum for a federal region - involv-
ing a single province or several joining
together. Such an initiative must first be
chosen in preference over other propos-
als from those who prefer a different
configuration of provinces; this is done
in a “pre-referendum poll.” The proposal
drawing the most votes must then win by
a simple majority in all provinces that are
to be merged together. For a proposal to
win, a minimum turnout of half of the
registered voters in those provinces is
required.

Only Spain has done something
similar in the past. Many international
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NIGERIA

Nigerian state presses federal government
to grant duty-free status to troubled project

Cross River state on the hook for $400 million in development costs
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Tinapa business resort stands empty in Calabar, Nigeria, in December 2007. Cross River st

federal government.
BY DEJO OLATOYE

INAPA RESORT IS A GHOST TOWN
today instead of the free trade
zone that had been promoted
as Nigeria’s answer to Dubai.

The resort and mega-shopping centre
near the Atlantic coast in Nigeria was
supposed to be the jewel of Cross River
state. It was intended to be in operation
by now, even churning out films for
Nigeria’s huge “Nollywood” film indus-
try. The goal was to bring revenue to the
state by offering tax-free goods to wealthy
Nigerians who were spending millions
outside the country in places like Dubai,
and to tip the trade balance by luring
upscale consumers from other African
countries.

Cross River, one of Nigeria's 36 states,
is unlike its sister states of Delta, River
and Bayelsa in the Niger Delta as it has
very little oil on its territory. It depends
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on revenue from the federation account,
which funds all state governments and
which in turn comes in large part from
Nigeria’s oil revenues. To develop the
Tinapa project, the state has had to take
outlarge bankloans.

Unfortunately, the state seems to have
put all its eggs in one basket. One year
after the colourful inauguration of the
Tinapa Business and Leisure Resort in
Calabar in April 2007, no international or
high-profile merchant has begun operat-
ing there. Tinapa’s website has little to
lure business or customers - a nearly
empty calendar and photos of a press
conference aren’t exactly inspiring.
Modelled on similar facilities in
Dubai, Hong Kong and elsewhere, the
USs$400-million project was aimed at
combining business and leisure. But
somehow the take-off of the project was
scuttled.

To finance the construction, a 45
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ate did not get full approval beforehand from the

DEJO OLATOYE, a journalist based in Ibadan, Nigeria, is a former deputy editor-in-chief of the

News Agency of Nigeria.
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billion naira loan (US$382 million) was
taken out by Cross River State on orders
of then governor Donald Duke. The state
borrowed the money from several com-
mercial banks and from the capital
market. The expectation was that Tinapa
would be an instant success and a source
ofincome to the state.

Resort stands empty

However, no free trade zone has yet been
created. Tinapa has become a place for
selling cell phones and telephone cards.
Its largest activity to date was the Miss
Nigeria contest in late May 2008. As a
result, the resort has not been generating
enough revenue to pay the interest on
the loans. The burden of loan payments
has already been damaging to the state’s
economy.

The federal government has been
deducting interest payments to service
the debt from Cross River’s federation
account allocation. This has had a seri-
ous effect on the state’s ability to perform
other functions effectively. For instance,
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Umaru Yar'Adua (right), President of Nigeria, talks to supporters during March 2007
elections. LiyelImoke, Governor of Cross Rivers State, and Yar’Adua inherited the Tinapa

resort headache.

the project’s monorail linking the airport

and the resort - to be jointly financed by

the state and the federal government -
cannot be built because the state is too

strapped for cash. Civil service promo-
tions and allowance increases in Cross

River have also been delayed.

The managing director of the resort,
Bassey Ego Ndem, said Tinapa was
designed to provide Nigerian business-
people with a local alternative to Dubai
and to retain some of the large amounts
of money which have been flowing out of
Nigeria. Ndem blamed Tinapa’s prob-
lems on the failure of Nigeria’s federal
government to provide legal backing to
the resort’s operations. Such legal back-
ing, he said, was expected to include
conferring on Tinapa the status of a free
trade zone.

Former governor Duke’s administra-
tion reportedly received assurances from

Cross River state in a nutshell

According to Nigeria's 2006 census,
Cross River State has a population of
2.89 million. Census figures have always
been a subject of controversy in Nigeria
because they have always run counter
to the established demographic pat-
tern. While population movements are
known to be toward the coastal areas in
other parts of the world, the opposite
has been the case in Nigeria. The coun-
try’s arid zones have consistently had
higher population growth rates than
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former president Obasanjo’s office that
Tinapa would enjoy free trade status, but
there is no paperwork to prove that the
former president made the commitment.
The Tinapa project is still being con-
sidered by the federal government but
the Customs Service has so far refused to
give its approval. Ndem said the pres-
ence of customs officials at the resort -
who carry out orders from head office
not to allow the duty free zone to operate
- had been a stumbling block to its
operations.

Investors scared away

Liyel Imoke, the current governor of
Cross River state, used a recent public
function to appeal to the federal govern-
ment to adopt legislation that would
enable economic activities to start in ear-
nest at the resort. He said the absence of
this legal backing and the presence of

coastal areas.

Although Cross River State has one
of the largest expanses of rain forest in
the country, it falls within the group of
states with the lowest population. It
accounts for two per cent of Nigeria’s
population of 140 million. Within the
Niger Delta, it also has the second-low-
est population. Oil-rich Bayelsa State
has the smallest population with 1.7
million.

Beyond Cross River’s borders - and
outside of Nigeria’s - is the Bakassi
Peninsula. Bakassi might have been a
source of oil wealth for both the state

customs officials have been scaring away
investors.

A different point of view is offered by
Dr. Nya Asuquo, a former lecturer in eco-
nomics at the University of Calabar, who
said Tinapa “is one of the products of
Nigeria’s penchant for fancy and white
elephant projects, which cannot be eco-
nomically viable because of the current
level of development in the state.”
Asuquo said before Tinapa can thrive as
an economically viable venture, there
must be a good network of roads and effi-
cient air and rail services. He said the
idea of replicating Dubai in Calabar is
merely a fantasy that does not corre-
spond to the socio-economic realities of
the country.

The Tinapa Hotel, with 243 rooms and
ariver view, is supposed to be ready for
the FIFA World Cup games for athletes
under the age of 17, which is to be held in
Nigeria in 2009. Governor Imoke set up a
21-man local organizing committee in
February 2008 to compete with other
Nigerian states for the right to host the
games. The committee had been pro-
moting Calabar’s facilities.

However, in April, the Tinapa
Business Resort Hotel, which could
house competing teams, the media and
spectators, was not yet open. Bassey
Ndem, the managing director of Tinapa,
said finishing touches were still being
added to the hotel project, adding that it
did not yet have a website or a telephone
number. He said he could not specify
when it will open for business because
the Cross River State government is wait-
ing for an enabling law to be passed
by the federal government before

CONTINUED ON PAGE 9
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and the country, but it was eventually
lost to Cameroon after a prolonged
legal battle before the World Court.

One thing Cross River State has to its
credit is its peaceful atmosphere. The
restiveness that has been a feature of
life in parts of the Niger Delta has not
surfaced in Cross River. As well, there
has been no ethnic or political violence
in the state. The manner in which polit-
ical posts are distributed among the
state’s 24 ethnic groups has ensured
effective balancing of ethnic interests.
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Spain’s socialist government expected to
pursue decentralization

Regional reforms to be consolidated in second term in office

—_—

Spain’s Prime MinisterJose Luis Rodriguez Zapatero won more seats in March 2008 but still not a majority.

BY MIREIA GRAU CREUS

INANCING FOR SPAIN’S AUTONO-
mous regions is the biggest
hurdle that Spanish Prime
Minister José Rodriguez
Zapatero will have to clear

thisyear.

Zapatero is under pressure from his
allies in Catalonia, one of Spain’s 17
regions. The prime minister’s friends in
the Catalan government want the
national parliament in Madrid to pass a
new financing arrangement - one more
favourable to Catalonia before a deadline
of Aug. 9, 2008. This promise for financ-
ing of the autonomous regions agreed to
before the current economic downturn,
might be kept because of insufficient
government revenue brought about by
the current recession. Others are press-
ing for a delay in any new funding deals.
Zapatero is caughtin the middle between

Catalonia and some of the poorer regions
- and in the national parliament, the vote
of every member, including his own
Catalonian MPs, is crucial to Zapatero.

His Spanish Socialist Workers’ Party
does not have a majority on its own and
Zapatero needs the votes of every one of
his party’s MPs and those of at least one
minority party as well.

Other regions have conflicting
demands, but one thing is certain:
Zapatero’s socialists have been propo-
nents of decentralization and want that
process to continue.

During the socialists’ 2004-08 term in
office, the conservative People’s Party
was practically the lone voice opposing
decentralization. The conservatives
claimed the government was going too
far and would weaken “national unity
and equality among the Spaniards.”

In the campaign leading up to the
election in March 2008, the socialists

Mireia Grau Creus is a researcher at the Institut d’Estudis Autonomics in Barcelona.
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campaigned on the slogan: “If you don’t
turn up, they will come back.” In other
words, unless you turn out to vote, and
vote for the socialists, the conservatives
will be elected, and that will hurt the
country. It aimed to persuade reluctant
left-wingers and nationalist voters into
casting strategic votes for the socialists,
the lesser of two evils.

Zapatero wins more seats

And it worked. The socialists won the
election, increasing by five their number
of seats, to 169 from 164 in the 350-seat
parliament. The conservatives lost the
election, but won six more seats than in
2004, climbing to 154 from 148. The politi-
cal scenario became more polarized than
ever: the socialists and the conservatives,
with 84 per cent of the vote, control 92 per
cent of the seats in parliament.

The remaining 27 seats, eight per cent
of the total of 350 seats, are scattered
among nine parties, mostly regional
groups. But despite their loss of seats, the
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smaller parties are essential for
Zapatero’s program - their
seven seats provide the balance
of power he needs for his legis-
lation to pass.

The smaller parties are cru-
cial in policy areas that require
more than a simple majority in
parliament, especially with
regard to the continued devel-
opment and implementation of
regional reforms. The revised
statutes of autonomy of seven
of Spain’s 17 regions, known in
Spain as autonomous commu-
nities - their regional
constitutions - were approved
during Zapatero’s first term.

The next task is for both the
national parliament and the
legislatures of the autonomous
communities to pass legislation

Basque regional premier Juan Jose Ibarretxe holds ballot for an autonomy referendum that could lead to
independence from Spain.

toimplement these revisions. In
some cases, the procedures to
reform the statute of autonomy
explicitly require a regional referendum
which is called at the very end of the pro-
cess, once the reform of the statute is
approved by the national parliament.

Reforms pose problems

Regional reforms pose one of the biggest
problems for the new socialist govern-
ment. These reforms have to be handled
in a special way. According to the consti-
tution, they must be reflected in laws
passed by the Spanish parliament. In the
political arena, however, most of the
negotiating and decision-making takes
place in talks between the regions and
the central government.

There are five major issues facing the
new government:

o reforming the financing system of
the regions.

o implementing the transfer of new
powers to the regions set out in the
new statutes.

¢ changing country-wide legislation
to adapt it to the institutional frame-
work established by the new statutes
of theregions.

o proposing changes to the Senate, for
itto be more of a territorial forum.

o setting out processes to reform the
statutes of the other 1o regions.

The first three of these issues are closely
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linked to the approval of revised statutes
of autonomy. They are major issues for
the governments of the regions - and in
some cases for local public opinion. In
November 2007, the president of the
Catalan government, José Montilla,
warned about the increasing disaffection
of some of the Catalan people toward
Spain.

Montilla linked this, among other fac-
tors, to uncertainty about the
implementation of the Catalan Statute,
because of the lack of commitment
shown by Spanish national institutions.

As Montilla said several days later, in
an interview with the influential El Pais
newspaper: “Talking about disaffection
describes the reality between Catalonia
and Spain”

Powers to the regions

The transfer of powers to the regions from
the central government is something that
can be tackled bilaterally between each
autonomous community and Spain’s
central institutions. However, reforming
the judicial system to make the imple-
mentation of the new statutes possible is
a country-wide issue, as is the system of
regional financing.

Resolving these matters requires
complex negotiations with different casts
of actors.

For Zapatero’s government, pressure
is coming from different directions on

these issues:

o from governments of the regions at
the intergovernmental level, and

o from regional parties and the opposi-
tion at the national level, as well as

o from theregions.

There is pressure from within his own
party in the regions ruled by the social-
ists, such as Andalusia, Aragon, and the
Balearic Islands. The expectations are
especially high in Catalonia, where the
socialists govern in coalition with the left-
greens and the pro-independence party.

The election results gave the Catalan
government the potential to exert pres-
sure on Zapatero’s government through
his own party, as his victory owes a lot to
the Catalan socialists. Indeed, 25 socialist
MPs were elected in Catalonia - one of
the best results ever achieved, despite
increasing disaffection toward Madrid.

Four of the five new socialist MPs in
the Spanish parliament were elected
from Catalonia. When Antoni Castells,
one of the leaders of the Catalan social-
ists and minister of the Treasury for the
Catalan government, was asked whether
the Catalan socialist MPs in the Spanish
parliament would vote according to party
discipline or the interests of Catalonia,
his answer was unambiguous:

“Between the party and Catalonia,
the Catalan socialists would choose
Catalonia.
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There will also be the umpteenth
attempt to add reform of the Senate to
the decision-making agenda. The other
major regional issue is the attempt to
reform the statutes of the 10 regions that
have not yetbeen amended.

The first wave of legislation is likely to
bring two types of revisions to other
regions’ statutes of autonomy: a rather
ambitious one or a modest one. In
regional referendums, Catalonia already
approved an ambitious revision while
Valencia approved a modest one. These
reforms will probably set the pace for the
reforms to follow. Of the 10 possible
reforms, three of them could easily gen-
erate conflicts and disagreements: the
statutes of the Canary Islands, Galicia
and the Basque Country.

Reforms to the regions of the Canary
Islands and of Galicia could generate
conflict because of ordinary party poli-
tics, but the Basque case is quite
different.

In a challenge to the central govern-
ment, the president of the Basque
government, the nationalist José
Ibarretxe, has said his government
intends to call for a referendum for
Basque independence in October 2008.
Whether or not it is constitutionally pos-
sible and politically feasible, the Basque
parliamentary elections will be held in

2009 at the latest. Any of the possible sce-
narios - whether the referendum is
forbidden, whether it is held and won or
whether it is held and lost - will have pro-
found effects. They will certainly affect
the outcome of the Basque parliamen-
tary elections and probably will also
affect the direction taken in the future
process to reform the Basque statute.

Challenging Catalonia

The new statutes of other regions will be
heavily dependent on the coming ruling
of the Spanish Constitutional Court
about the constitutionality of several
aspects of the Catalan statute. The court’s
ruling will also affect the approach and
schedule for the creation and implemen-
tation of the new statutes.

The conservative People’s Party
expressed its fundamental disagreement
with the political approach taken by the
Catalan statute by challenging large parts
of it before the Constitutional Court.
Several aspects of the implementation of
the Catalan statute, and other statutes
that followed, are on standby, waiting for
the court’s ruling.

The Court itself has been at the centre
of the political debate on territorial
reforms. Its members, appointed by the
Spanish government and parliament - de
Jacto by the two largest parties - have

mirrored the political tensions between
the government and the opposition
forces. These tensions between the pro-
ponents and opponents of territorial
reform also exist among the judges of the
Constitutional Court.

Thus, the composition of the Court is
a crucial factor. Soon, the Court will have
to partially renew its composition. The
terms of four of the 12 judges will expire,
and three of these were appointed by the
conservatives. The socialists and conser-
vatives are expected to agree to appoint
two judges each. Under this scenario, the
conservative judges would be in the
minority meaning that the reformed
Catalan statute is more likely to remain
intact.

Atfirst glance, it might appear that the
Spanish general election of 2008 has
reinforced the bipartisan nature of cen-
tral politics. But minority parties, in
holding the balance of power, maintain a
keyrole and have already shown they can
fightback.

Zapatero is only the second prime
minister in recent history to be elected in
the second round of voting. This could
mean he will govern Spain from the cen-
tre to achieve a broader consensus. (©

NIGERIA [FROM PAGE 6]

the Business Resort can get off the
ground.

Calabar’s airport, the Margaret Ekpo
International Airport, was supposed to
be a key link in bringing Nigerians and
international visitors to Tinapa.

By March 2008, it had only one run-
way, which is 2,500 metres long. Only
four airlines - all from Nigeria - were
operating out of the airport. In April 2007,
the former governor of Cross River held a
ground-breaking ceremony for a 13-kilo-
metre monorail link from the airport to
Tinapa. One year later, although feasibil-
ity studies and a survey have been
completed, construction work has yet to
begin.

Governors were innovators

Although Cross River has a greater repu-
tation for honesty than other states in the
country, corruption elsewhere - particu-
larly in the Nigerian federal customs
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service, has been blamed for the fact that
almost nothing is open yet in Tinapa.
Even an honest customs service could
have reasons for to hesitate before open-
ing such amajor duty-free zone.

An article by Reuters news agency in
December 2007 quoted one senior offi-
cial as saying the customs service has “a
powerful vested interest against duty free
trade”” Also, the federal government itself
may be reluctant to forego the tax reve-
nue it would lose from an internal
duty-free zone, in exchange for a boom
to the economy of just one state.

Investment lies dormant

Wherever the fault may lie, one fact is

incontrovertible: Tinapa remains a vast
but dormant investment. Solving this

problem is perhaps the biggest challenge

facing Governor Imoke. A year ago, his

Cross River state was highlighted by the

Economist for its “impressive transforma-
tion over the past eight years,” brought
about by Imoke’s predecessor, Governor

Donald Duke.

Duke, the then governor of Cross
River, was genial and amiable. He did not
become involved in controversies. He
was not a crony of then president
Obasanjo. But he also never crossed the
former president’s path. Relations
between the federal government and the
Cross River State were cordial then when
the two men were in office because Duke
avoided confrontation with Obasanjo. In
retrospect, Duke’s major misstep seems
to have been to take verbal undocu-
mented promises for a duty free zone
from then president Obasanjo.

Since his election in 2007, Nigerian
President Umaru Yar’Adua, a former
chemistry teacher, has demonstrated a
style that has won him considerable
respect. Opposition figures see him as a
breath of fresh air. He will have to sum-
mon all of his interpersonal people skills,
and then some, to work with Governor
Imoke in breathing new life into the
Tinapa project. (©
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SPECIAL SECTION

DECENTRALIZATION
AND DEVOLUTION

Decentralization makes
governments more responsive
to local needs

WHILE FEDERATIONS MAGAZINE NORMALLY FEATURES ARTICLES ABOUT
the approximately 28 federal countries in the world, there are
also many other countries that have granted or delegated
powers to their smaller regional units.

In this issue of Federations, we look at the state of decen-
tralization in five such non-federal countries, the three South
American nations of Colombia, Bolivia and Peru as well as

Japan and Morocco.

Experts explain decentralization in this manner:

The granting of elements of self-governance to
groups within a state need not be entrenched consti-
tutionally. The decentralization of certain powers
and authority to different levels of government can,
in many cases, provide significant accountability and
responsiveness to regional demands.

The five countries, to varying degrees, have decided and
are attempting to bring the governing process closer to the
people being governed.

Certain so-called ‘unitary” governments have existed for
centuries with all the important powers concentrated in their
national government, but either to forestall secessionist fervor
or to make the business of government more efficient, have
chosen to “devolve” powers to another order of government.

Witness the U.K’s devolved governments in Scotland,
Wales and Northern Ireland after elections held in 2007.

Experts describe devolution as:
A method of decentralization which includes not

<

Bolivians in Santa Cruz celebrate after 85 per cent voted “Yes” for autonomy on May 4, 2008. The vote for autonomy of Bolivia’s richest region
went against President Evo Morales.
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just a shift in administrative decision-making, but also
political and fiscal decentralization as well. As such, it
is the most developed form of decentralization short of
constitutional self-rule.

The five countries under study in this edition of the maga-
zine are at different points in the continuum between basic
decentralization and full-fledged devolution. None are facing
the imminent secession of any of their sub-national units.

Ofthefive, Japan is among the least devolved. The Economist
magazine recently commented that, “more than any big rich
democracy, Japan concentrates political power and financial
resources at the centre.”

However, earlier this year a government panel recom-
mended the quasi dismantling of the centrally governed state
that has existed since 1867. The proposal would limit the central
government to 16 areas including diplomacy, national security
and trade policy. Under the plan, regional governments would
also have responsibility for areas such as public works and
industrial promotion.

In Morocco the government is seeking to defuse the anger of

radical youth and put a halt to terrorist bombings that shocked
the country five years ago. Part of its strategy is to provide
responsibility for social and economic development to the local
level.

In the South American countries, Colombia has provided
significant funding to fuel decentralization, but the reforms do
not come close to resembling devolution.

In Bolivia, populist President Evo Morales is fighting a losing
battle against sub-national regions in the east of the country
voting to transfer national fiscal powers to the regions. For
Morales, the decentralization is a power grab by wealthy land-
owners and a means for them to duck their tax burden
necessary to help the poorer, largely indigenous 70 percent of
the population.

While in Peru, decentralization has advanced in fits and
starts over the last 29 years. Martin Tanaka and Sofia Vera of the
Institute of Peruvian Studies, write that decentralization in their
country has been chaotic and thus far failed to establish a
coherent and orderly institutional framework for providing gov-
ernment services to the people.

Class, ethnic conflicts
paralyze Bolivian reforms

President Morales dithers on decentralization

BY FRANZ X. BARRIOS SUVELZA

HEN SOCIALIST CANDIDATE EVO MORALES BECAME
the first indigenous president of Bolivia in
2006, with a mandate to bring about sweep-
ing change, there were expectations from
his supporters thathe would do great things.

Bolivia is a society divided along eco-
nomic and ethnic lines. Morales’s supporters are also
indigenous, and are mostly economically underprivileged.

The challenge is significant. Bolivia is one of the poorest
countries in South America and the country of 9.2 million peo-
ple had a shopping list of expectations.

On one side, indigenous peoples, mostly in the mountain-
ous western regions, want improved democracy, a stronger
negotiating position with the multinational oil and gas compa-
nies and a total reform of the constitution with a formal
recognition of indigenous rights. Indigenous Bolivians make

Franz X. Barrios Suvelza is a consultant with the UNDP in La Paz,
Bolivia.
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up as much as 70 per cent of the country’s population and are
Morales’s strongest supporters.

On the other side, wealthier Bolivians in the eastern low-
lands, mostly of Spanish and mixed descent, want the national
government in La Paz to agree to greater autonomy for their
regions.

Initially in early 2006, these two groups had an uneasy peace
under Morales’ leadership. But many of Morales’ supporters
wanted him to dismantle so-called “neo-liberalism,” the policy
of unfettered markets and small governments that do not inter-
fere with the flow of capital and goods. That is where the two
first collided after Morales nationalized the oil and gas sector in
May 2006.

In the east, which chafes under Morales’s rule, four out of
Bolivia’s nine regions wanted to block Morales from heavily tax-
ing their soy plantations and cattle ranches, and hoped,
through the process of devolution, to gain a larger share of their
natural gas revenues, which are now under Morales’ control.

The pro-Morales forces - led by his Movement Towards
Socialism party - want the wealth generated by those eastern
regions to raise the standard ofliving elsewhere in the country.
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At first it looked as if both of these two irreconcilable goals
could be achieved. But neither the Morales forces nor the east-
ernregions were prepared to compromise.

Autonomy advocates confront Morales

Unrest with the new president and his programs had been
brewing for some time in the east. In July 2006, Morales’ oppo-
nents won a first round of referendums supportlng the
principle of provincial autonoy
Bolivia. It served as a dress
rehearsal for the definitive
referendums soon to come
and a sharp warning to
Morales. The stage for the
autonomy movement was set
in motion back in December
2005 when, in the first demo-
craticregional elections since
1825, six of Bolivia’s nine
regions elected governors
from parties opposed to
Morales’s socialist party.

Time slips away

Meanwhile, while the eastern
seats were preparing for
additional referenda, time
was slipping away on Morales
and his bid to have a new
constitution adopted rapidly,
a constitution that he prom-
ised would entrench political
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An indigenous woman votes in the referendum in May 2008. The pro-
autonomy forces in Santa Cruz won the vote.

In a last-minute effort by Vice President Alvaro Garcia to
reach agreement with the eastern factions, the final draft of the
constitution introduced legislative powers for the subnational
sphere - in what was a concession to the regions seeking greater
autonomy. But those powers were not deemed satisfactory by
the landowners. For their part, the pro-Morales forces inserted
into the draft constitution a variety of provisions such as auton-
omous entities, as well as regional and indigenous ones, which
ex and Doteﬁtially unmanageable network of

- governments.

In an interview with the
BBC on April 24, 2008,
Morales accused his oppo-
nents in the eastern regions
of really being interested in
money, not in devolution,
claiming that the more
wealthy easterners only
became interested in devolu-
tion when they lost control of
the central government.

Losing control
“If we look at history, we see
that there have always been
demands for federalism
when the rich minority have
lost control of central govern-
ment, but then when they get
it back again, they forget all
aboutautonomy.’

The next clash between

and economic rights for his
indigenous supporters.

It took 18 months of frustrating sessions of the Constituent
Assembly to complete a draft constitution. That constitution,
written exclusively by the pro-government majority and a few
allies, was adopted amid tumult. The referendum on the consti-
tution, originally scheduled for May 4, 2008, was put on hold by
the government after the electoral court held that the referen-
dum could not be organized in time for that date. No new date
hasyetbeen set.

In the constitutional negotiations, the constituent assem-
bly’s pro-Morales forces refused until the last minute to cede a
modicum of legislative powers to the regions in the new consti-
tution. The pro-government faction feared that allowing such
legislation would mean giving up political powers that they just
could not concede, and wrongly calculated that the demand for
autonomy was simply manoeuvring by the wealthy
landowners.

The Bolivian autonomy
referendum of 2006

The question to voters was: “Do you agree, within the frame-
work of national unity, with giving the Constituent Assembly
the binding mandate to establish a regime of regional auton-
omy, applicable immediately after the promulgation of the

forumfed.org

the two forces took place on

May 4, 2008. The subnational
region of Santa Cruz held a referendum, asking voters to
approve a statute of autonomy passed by the region’s legisla-
ture the previous December. The referendum was approved by
85 per cent of the voters. Morales” supporters had called upon
people in Santa Cruz to boycott the vote, but without much
success.

In April, Morales had promised the new constitution would
guarantee devolution of powers to the regions, according to the
BBC:

“But it will be autonomy for the people, not autonomy for the
rich elite in Santa Cruz”

The next showdown will likely come right after the date is set
for the referendum to approve the draft constitution. The new

CONTINUED ON PAGE 22

new Political Constitution of the State in the regions where
this referendum has a majority, so that their authorities are
chosen directly by the citizens and receive from the National
Government executive authority, administrative power and
financial resources that the Political Constitution of the State
and the Laws grant them?” - from the referendum of July 2,
2006, in which the four eastern regions voted a solid “Yes.”
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JAPAN

Japanese panel calls for
power shift to regions

Decentralization process picks up momentum
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Japanese Prime Minister Yasuo Fukuda faces demands for more powers from the country’s mayors and local governments.

BY PURNENDRA JAIN

HE NEED FOR DECENTRALIZATION HAS BECOME A HOT
political issue in Japan these days.

Yet political and bureaucratic complexity, hand
in hand with competing and irreconcilable political
interests, hinder the devolution of power to lower
units of government in Japan’s still strongly unitary

state.

So strong that the Economist magazine commented in a
recent article that, “more than any big rich democracy, Japan
concentrates political power and financial resources at the
centre.”

Japan’s local governments have struggled for years to secure
both financial independence and political autonomy. Recently,

Purnendra Jain is professorand head of Asian Studies at the
University of Adelaide in Australia.
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demands for decentralization have grown louder than ever. The
need for change is manifest.

In April 2008, a Japanese government panel recommended
dismantling the centrally governed state that has existed since
the restoration of the Meiji Dynasty in 1867. The proposal would
limit the central government to 16 competencies including
diplomacy, national security and trade policy. All other powers
would go to the regions or municipalities. Under the plan,
regional governments would also have responsibility for areas
such as public works and industrial promotion.

But nothing will be rushed. The recommendations are part
of an interim report. The panel is expected to take another two
years to table its final recommendations.

With one of the most rapidly greying populations in the
world, Japan’s highly centralized structure is struggling to cope
with ever diverse demands for services. The pressures of global-
ization make it increasingly difficult for the local governments
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government.

to operate effectively. Heavy dependence on their central mas-
ters leaves the subnational governments usually impeded,
cash-strapped and often hamstrung.

The road to decentralization in postwar Japan has been long
and winding. It is marked with plenty of initiatives, ideas, plans
andrecently even the passage oflegislation in support of greater
autonomy for local governments.

The central government, fuelled by the work of the panel, is
now seriously considering a total restructure of the current two-
tier structure consisting of 47 prefectures and a few thousand
municipalities classified as cities, towns and villages.

Cities cut in half

In 2006, centrally-designed - and in some cases unwelcome -
amalgamations halved the number of municipalities to 1,820.
The move was aimed to improve efficiency and economies of
scale by enabling more effective delivery of services to local
communities.

A new proposal considers redefining the current prefectural
boundaries to form what Japanese call doshusei (expanded
regions or states).

These states could number between 9 and 13 and could have
greater fiscal and functional autonomy than prefectures cur-
rently hold. But it is strewn with obstacles while stakeholders
struggle to protect their turf. Ironically, powers of the central
government would be devolved to more centralized sub-
national units.

Following Japan’s defeat in World War II, the Allied Powers
(mainly the U.S.) occupied Japan. In line with Occupation aims
to decentralize governance, the 1947 Constitution enshrined
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Japanese walk down a Yokohama street. Citizens living in the countryside and cities outside Tokoyo now have more control over their local

the principle of local autonomy. For the first time in Japan’s
modern history, local self-governance gained constitutional
status.

With the end of the Occupation in 1952, ruling conservative
parties at both central and local levels rejected decentralization
by the Occupation authorities and flagrantly recentralized as
much as the new constitution allowed. Japan’s rapid economic
takeoff in early postwar served to legitimize this reversal by cre-
ating broad acceptance of a centralized state as the essential
means to national economic growth.

This rapid economic growth through industrialization in the
1950s and 1960s also became a spur to local communities seek-
ing more autonomy;, as they struggled to address severe social
problems like urban housing shortage and inadequate health
and family welfare. The conservative government of the Liberal
Democratic Party focused on continued economic growth and
ignored ordinary people’s suffering. But resistance inspired a
strong, creative and motivated grassroots movement against
the central government’s neglect of urban living conditions.

A new breed of left-leaning local chief executives was swept
into office through subnational elections. They were not afraid
tolock horns with the central government on issues vital to their
local communities, with which the central government was
demonstrably way out of touch.

They bravely initiated innovative policies in the interests of
local residents, even when that meant flying in the face of cen-
tral government policies. Their strong will, forthright policy
initiatives and concern to truly serve the localities that elected

CONTINUED ON PAGE 21
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Colombia’s
devolution
sparked

25 years of
democratization

Reforms changed the face of
cities but underfunded key
services

Colombia’s President Alvaro Uribe gestures during a meeting with U.S.
Commerce Secretary Carlos Gutierrez. Uribe launched a raid on a FARC camp
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in Ecuadorin April, 2008, causing protests from several Latin American
governments.

ANA MARIA BEJARANO

ESPITE ITS LONG-STANDING BATTLE WITH DRUG LORDS AND
factional fighting, Colombia has succeeded in insti-
tuting the direct election of its mayors and governors
in a 20-year democratisation process that is still
changing the face of the nation in 2008.
The move to direct elections of mayors and gov-
ernors has had a lasting impact on Colombia’s
politics. It opened the political system to many groups. New
political parties and movements have sprung up, vowing to
clean up public administration, root out corruption, end one-
man rule by city mayors, and offer more accountability.

Previously, mayors were appointed by state governors, who
were appointed by the president.

But the changes are not enough to call the decentralization
process “devolution.” Colombia’s 32 regions and its cities have
few powers, though these powers are set out and fully protected
in the constitution adopted in 1991. There are few taxes that the
regions and cities can raise. However, the changes in a quarter
century have been impressive.

One local star in the transfer of powers to the cities is Sergio
Fajardo, a mathematics professor who was a popular mayor of
Medellin from 2003-07. Fajardo focused on helping the poor,
building public infrastructure and improving their commute to
work and is credited with the turnaround of a city once consid-
ered the most dangerous in Latin America. Medellin is no
longer viewed as the drug capital of South America, thanks in
part to Fajardo.

The people today expect far more from municipal adminis-
trations than they did two decades ago. This is true of the major
cities, but also of the many mid-size urban centres, which have

Ana Maria Bejarano, assistant professor of political science at
University of Toronto, was previously professor of political science at
Universidad de los Andes in Bogota, Colombia.
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undergone considerable transformations, mainly because of
incentives created by democratization and the increasing
power of the municipal order of government.

The current decentralization campaign began in Colombia
in the mid 1980s. It was part of Latin America’s return to democ-
racy and was a result of pressures to diminish the size of central
governments. It ushered in a region-wide trend toward leaner
more decentralized states.

Forces disarm

Colombians were weary of decades of internal warfare.
Decentralization was promoted as a means of instilling peace
among the various warring factions and as an incentive to lay
down their arms and in exchange, gain powers in regional
governments.

It was viewed as a win-win by the right wing of the
Conservative party and originally, also by the extreme left, rep-
resented by various guerrilla groups - particularly the powerful
rebel group known as the FARC.

The Conservative Party government of President Belisario
Betancur (1982-86) initiated peace talks with three guerrilla
groups in 1983. Within this context, the proposal to initiate a
decentralization process took off. Decentralization - which
soon became entrenched in the Constitution of 1991 - was seen
as bait to lure guerrilla groups to the negotiation table and, by
others within Congress, as a way to enhance their political pros-
pects once the Liberals returned to power, as they did in 1986.

In 1998, Conservative President Andres Pastrana began a
series of peace talks with FARC, resulting in a so-called “demili-
tarized zone” for the rebels in Colombia. But after more than
three years of negotiations, Pastrana ended the talks in
February 2002, following a series of high-profile guerrilla
attacks by FARC. The Colombian army then moved in to occupy
the demilitarized zone.

FARC then responded with the kidnapping of such high-
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level hostages as Colombian Senator Ingrid Betancourt at the
end of February 2002. This action raised the ante. Cities all
across the nation mounted massive demonstrations with
Colombians of all stripes and ideological persuasions opposing
the kidnappings.

Civil conflict in Colombia was a confusing array of overlap-
ping alliances. Guerrilla groups and so-called “paramilitary”
groups had been funded by the drug trade for years. Colombian
drug cartels even used miniature submarines costing $2 mil-
lion each to make cocaine deliveries. Although many were
captured by the Colombian or U.S. navies, those subs that
slipped through were able to deliver $250 million worth of
cocaine to Mexico.

b €k

Abannerin Medellin calls for the release of Colombian politician Ingrid Betancourt,

who was kidnapped by FARC guerillas in February 2002.

alcohol, tobacco, and lotteries.

The constituent assembly that preceded the '91 constitution
represented multiple minorities - including the left, the
indigenous movement and the non-Catholic Christian popula-
tion - which banded together with progressive factions of the
Liberal party to implement a dramatic opening of the
Colombian political system.

Key changes involved extending the decentralization pro-
cess to the regional governments, with governors elected by
popular vote for the first time in 1991.

The constitution also included rules mandating that a fixed
(and increasing) proportion of national revenue be transferred
to subnational entities, thereby guaranteeing that political and
fiscal decentralization would go together. This
has sparked considerable debate, with some
blaming the fiscal deficits of the late 1990s on
thisrevenue distribution scheme.

Simplifying revenue transfers

A 2001 law simplified revenue transfers and
slashed the proportion of national revenue
going directly to regions and municipalities, to
37.2 per cent from 46.5 per cent. The debate on
transfers continues, with the central govern-
ment seeking to cut them and the opposition
defending the gains entrenched in the 1991 con-
stitution. Discussion has focused on rules for
improving revenue distribution rather than
reversing the process of decentralization.

The process of decentralization has had
important long-term consequences. It has
opened the system to new actors who were pre-
viously excluded and has created a vibrant
political scene at the regional and local levels.

On the extreme right, the 26,000-member AUC paramilitary
group laid down its weapons between 2002 and 2006 in return
for benefits such as reduced jail terms. But after demobilizing,
the paramilitary groups strengthened their networks of politi-
cal power and control ofland.

Municipal elements led reform

Like some other Latin American countries, decentralization in
Colombia initially had a strong municipal bias. A new statute
for municipal administration was approved in 1985 and the
direct election of mayors was approved in 1986.

Significant funding from the central government fuelled the
decentralization process.

Juan Camilo Restrepo, the former minister of finance, said in
1998, that “close to a third of the central government’s increased
spending during the 1990-98 period is accounted for by the
accumulated additional obligations related to territorial trans-
fers, some entrenched in the constitution, others coming from
ordinary law.”

Some argue that the constitution drafted in 1991 by an
elected constituent assembly changed the dynamics of the
decentralization process to one of devolution by giving regional
governments a few constitutional areas of competency,
although their taxation power was limited only to taxes on
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New opportunities for popular participation
have opened as well as new avenues for advancing the political
careers of leaders from outside the capital city of Bogota. Since
the reforms, many national level leaders have arrived on the
scene after starting their political careers as mayors or
governors.

Not all is positive, however. Along with opening the political
system to new entrants, some of the most harmful political
forces (including drug dealers, paramilitary groups and
remaining guerrilla groups) took full advantage of the political
spaces opened up by decentralization, and have become
entrenched centres of power.

Asthe stakes have been raised in local and regional elections,
violence and intimidation during electoral contests have
reached new heights. New-found autonomy from the central
government has not always furthered the best interests of the
people, and has often served regional elites, local politicians, or
both. Additionally, although the mayors and governors have
higher levels of education than their predecessors, there are
nonetheless troubling reports of increased corruption and
abuse of public funds. The good news though is that with new
electoral accountability, cities have seen unpopular mayors
thrown out. Overall, the balance seems to weigh more heavily
on the positive side.

CONTINUED ON PAGE 32
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MOROCCO

Morocco dabbles with
devolution as means to quel

discontent

Cities to gain powers, regions next

BY ALAE EDDIN SERRAR

EVOLUTION IN MOROCCO IS THE FOCUS OF A MOMENTOUS

national debate that if successful, could result in

bringing government services much closer to this

restive people.

The focus of the debate is aimed at amending

the law governing municipalities. With many social
and political actors involved in the discussions, including ordi-
nary citizens, elected officials, government and civil society
and none other than King Mohammed VI himself, changes to
the law could come soon. Others could follow.

When King Mohammed succeeded his father to the throne
in July 1999, there was an atmosphere of optimism: and the
process of democratization began. But the pace of the democ-
ratization and decentralization has not always kept up with
people’s expectations.

The benefits of the reforms of 1999 and the impending
changes in governance and services for poorer citizens did not,
nor could they possibly change Morocco’s social conditions
overnight. More than 4.2 million of the country’s 34 million
people live on less than $1 per person a day. As well, 38 per cent
of the population is illiterate, 1.7 million people live in shanty
towns and 11 per cent of working-age young people are
unemployed.

Terrorists attack

Little more than five years ago, with these alarming social indi-
cators as a backdrop, several radical Islamist groups were
successfully recruiting underprivileged youth in Morocco. In
May 2003, the deadliest terrorist attacks in the country’s history
conflagrated in Casablanca. A total of 12 suicide bombers died,
along with 33 civilians, and 100 were injured. Another seven
suicide bombers blew themselves up in Casablanca in March
and April 2007. In both cases, most of the bombers were from
the shanty towns of Sidi Moumen in the suburbs of Casablanca.

Alae Eddin Serrar is program manager at the USAID/State University
of New York Parliament Support Project in Morocco. He graduated
from AlAkhawayn University in Ifrane with a Master of Arts in
International Studies and Diplomacy.
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King Mohammed VI of Morocco makes a point at a recent Arab League
summit in Tunisia. The King’s participation is often the key to the
success of a project in Morocco.

Response to roots of the attacks

The king stepped in. In Morocco, the king’s support is often cru-
cial to whether a reform project goes through or not. In formal
politics, under the constitution of Morocco, the king can
appoint the prime minister and the cabinet after a democratic
election, and can dismiss any cabinet minister. In informal pol-
itics, the involvement of the monarch can launch a political
project on its way to success.

After the first attacks, the king launched the National
Initiative for Human Development to place social issues at the
top of the country’s priorities. This initiative was aimed at
empowering citizens to participate in decision-making at the
local level.

In a speech in July 2006, the monarch said there was a strate-

gic need to evaluate Morocco’s “experience in local democracy,

and to explore possibilities to enlarge the space for democratic
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practice, (and) to give a new impulse to decentralization and
regionalization dynamics so that decentralized management of
public services becomes a basic rule.”

In layman’s terms, the king was calling for broadening of
democracy in his country and for decentralization.

In light of this speech, and with municipal elections coming
in 2009, the Ministry of the Interior launched a national debate
to reform the law governing municipalities in Morocco, known
as the Communal Charter.

This was to be an important step toward enabling local gov-
ernments to improve delivery of services to citizens and create
amore inclusive and transparent management style at the local
level. Since then, more than 20 legal experts have fanned out,
holding workshops in the country’s 16 regions, involving presi-
dents and members of local communes, members of civil
society groups and citizens.

The discussions and the debate centre on one topic: reform-
ing the Communal Charter. These consultations are focusing
on clearly defining powers at the subnational level; protecting
local autonomy; and providing the necessary funding and
trained staff for
municipal
governments.

Clearer powers
Subnational gov-
ernments in
Morocco come in
three forms:

o the municipality
(led by a mayor
elected for a six-
year term),

« the province (led
by an appointed
governor),

o the region (led
by a regional
governor

the king).

. Avictim of the May 2003 suicide bombingin Casablanca is carried to an awaiting hearse.
appointed by 1hjrty-nine people were killed and scores injured in the bombings.

ties has been a key obstacle confounding efficient and
democratic decentralized management.

Protecting local autonomy

Morocco’s urban and rural municipal governments are gov-
erned primarily by Article 69 of the Communal Charter which
contains a long list of municipal council decisions that require
pre-approval by the Ministries of Finance and the Interior, in
the case of urban communes; and of the regional governor or
the governor in the case of rural communes. This mandatory
pre-approval covers almost every expenditure line item. It even
extends to the naming of city streets. The law defines the pre-
cise procedures that need to be followed for such pre-approval
and stipulates sanctions for any violation of the procedures by
thelocal communes.

During one confrontation in 2006, the governor of the city of
Meknes rejected the program that the elected municipal coun-
cil had developed to reflect local citizens’ priorities, which
council members had promised to address during the election
campaign. Instead, the governor used the nationally deter-

z mined plan, as set
by the central
authorities, to
design and imple-
ment local
development
projects.

Prof. El Manar
Esslimi of
Mohammed V
University in Rabat,
one of the special-
ists working on the
reforms of the
Communal
Charter, said the
coming reforms
will have the effect
of pressuring cen-
tral authorities for

“less concern about
legal compliance
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While the regions have been given significant responsibili-
ties in social assistance and economic development matters,
municipalities have been granted similar responsibility over
socio-economic development through the 2002 Communal
Charter. Yet, this law did not specify how overlapping responsi-
bilities in socio-economic matters are to be shared.

Nor did the Communal Charter specify functions or rela-
tions within the locally elected councils in major cities like
Casablanca, Rabat, Marrakech and Tangiers. In these four cities,
there is a single municipal council - headed by an elected
mayor with exclusive fiscal authority - which sits atop several
local municipalities.

In Morocco, a local municipality (commune in Moroccan
French) can be either an independent municipality in the
countryside or a municipal district within a large metropolis.
The resulting ambiguity between the city and the municipali-
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with formal rules at
thelocal level, and a more strategic role in monitoring and eval-
uating local performance in delivering services.” He added that
there will also be provisions to encourage citizens’ involvement
as the most efficient mechanism for accountability and
oversight.

Saad Guerrouani, the youngest member of the municipal
council of Martil, a town in northern Morocco, stated in an
interview that “the new reforms should necessarily reflect the
trust that citizens have expressed when they voted for us.”

“Heavy control hinders our capacity to program and execute
investments in a timely and effective manner””
“Our hands are now handcuffed ... they should be released
so that we can serve our communes better;” Guerrouani added.

CONTINUED ON PAGE 32
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PERU

Peru’s decentralization stalled
by protests and distrust

Voters support devolution but not amalgamation
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Food kitchen volunteers from an outlying province demonstrate in Lima for more funding, in April 2008. Regions outside Lima have been

campaigning for more powers and public finances.

BY MARTIN TANAKA AND SOFIA VERA

ANY PERUVIANS WANT DECENTRALIZATION FOR ONE
reason: to counterbalance the overwhelming
influence of Lima, the country’s capital.
But the path to decentralization is a rocky
one, and the end is nowhere in sight.
Lima’s 8.5 million inhabitants make up 26
per cent of the country’s total population. The city produces 46
per cent of the country’s goods and services. People outside the
capital want more power to be devolved to its 25 regions - and
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want some of the public and private investment that now is
going to Lima.

The 28-year decentralization movement has advanced in fits
and starts. The movement began when the right to hold local
elections was restored in 1980.

Then in 1988 the creation of regions began with the election
of regional authorities that were meant to replace the 24 admin-
istrative units called departments. The regional governments

Martin Tanaka has a PhD in Political Science (FLACSO Mexico), and is
a seniorresearcher at the Institute of Peruvian Studies.

SofiaVerais a sociologist and research assistant at the Institute of
Peruvian Studies.
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were then dissolved but were brought
backin 2002, when Peru was divided into
25 ‘regions,” replacing the old
“departments.’

A constitutional reform allowed for
regional elections in 2002. But the goal of
merging the 25 regions into fewer, larger
regions has notyet succeeded.

One of the regions leading the push for
decentralization today is Lambayeque,
where Yehude Simon was re-elected gov-
ernor in 2006.

Simon is one of the successful leaders
of the decentralization movement in
Peru. One of the main projects of his gov-
ernment is completing the final phases of
the Proyecto Olmos reservoir for farmers,
which stores and distributes 2,050 mil-
lion cubic meters of water each year.

In April, after a meeting 23 regional
governors and Peruvian President Alan
Garcia, Simon said that the decentraliza-
tion of Peru was proceeding satisfactorily,
despite its many challenges.

“The state has acknowledged that
some things aren’t working ... this
encounter should put an end to the criti-
cism from those who wish the failure of
decentralization,” said Simon.

Movement is fragmented

The decentralization process is a reflec-
tion of Peru’s political fragmentation.
When new regional and local elections
were held in November 2006, 18 of the
country’s 25 regions elected governments
from regional political parties. In only
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Peru’s former president Alberto Fujimori testifies during his trial in Lima on Feb. 20, 2008.
Fujimori shut down regional governments while in power.

seven of the regions did candidates affili-
ated with national political parties form
governments.

An important setback for decentralization occurred in
October 2005, when Peruvians voted in a referendum to turn
down the amalgamation of many smaller regions into a few
larger ones. This step was seen as necessary in order to more
power to the regions. However, people in the regions feared
that amalgamation would mean a weakening of their auton-
omy and lead to consolidation of the power of the bigger cities.

The process of decentralization has nearly a 3o0-year history
in Peru. It started just after the 1979 Constitution was adopted.
The '79 Constitution, adopted by a popularly elected assembly,
stated that the country should establish regions with elected
authorities. In the Constitution, the regions and local munici-
palities were described as governments with administrative
and economic autonomy from the central government.

Mayors elected

When the military government finally ended in 1980, the may-
ors for all local assemblies in the country’s provinces and
districts were directly elected by popular ballot.
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That same year, 1980, a terrorist group called “Shining Path,”
started a campaign of attacks which they called “revolutionary
war”” Their incursions inflicted severe harm to the decentraliza-
tion process by striking at the roots of the Peruvian government
and assassinating mayors in several rural districts. Shining Path
started its activities in one of the poorest regions in Peru,
Ayacucho, and spread over almost the entire country.

The destabilization caused by the Shining Path helped stall
the decentralization process until 1988, when a number of
regions were formed and governors elected.

But devolution ground to a halt under President Alberto
Fujimori, who became president in 1990. In 1992 he led a coup
d’état, shutting down the national Congress and putting an end
to regional governments.

Fujimori maintained a strongly centralist outlook in the rela-
tionship between the central government and the regions. Use
of government resources, meanwhile, was concentrated in the
hands of the President and his staff.

Meanwhile, in the countryside, the Shining Path began los-
ing the support of the peasants, leading to the capture in 1992 of
itsleader and the collapse of the uprising.

The once-popular Fujimori became embroiled in a
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corruption scandal, and he fled the country in 2000. His depar-
ture laid the groundwork for a revival of democratic principles
in general, as well as a rebirth of the decentralization initiatives.
A new common cause took shape, which considered decentral-
ization not only good for achieving balanced development, but
also a potential bulwark against arbitrary and abusive
centralization of power.

With the election of Alejandro Toledo as president in 2001,
decentralization was taken up once again. One of the new gov-
ernment’s first measures was to call elections to constitute
regional governments.

As there were no territorial boundaries for the regions, tem-
porary borders were drawn up, based on the 25 existing units.

The results of the 2002 regional elections favoured the princi-
pal opposition party, the populist APRA party, which won a
plurality of the vote in 12 regional assemblies - nearly half of the
total.

Initiative failed

In addition to needing a better definition of their tasks and
responsibilities, the new assemblies also needed a roadmap for
merginginto larger regions.

The creation of a smaller number of larger regions out of the
25 existing ones would have meant more funds and staff in the
respective regions a and greater potential for economic devel-
opment. Another gain would have been the potential for the
building of a stronger regional identity in fewer regions.
However, the initiative failed as it ran into a brick wall of resis-
tance from the central government.

The merger proposals were voted upon in popular referen-
dums in 16 regions. The regions and provinces feared being
gobbled up into the larger regions. The result was that every ref-
erendum to create five new larger regions from the 16 smaller
ones was defeated in October 2005.

Decentralization in today’s Peru, which began with a chaotic
regionalization process, has thus far failed to establish a coher-
ent and orderly institutional framework for delivery of
government services to its citizens. Many of the regional move-
ments are not well rooted. Some also suffer from poor
management. Nevertheless, some regional movements do
show potential and their efforts could lead to success.

Some regions believe that gaining the power to collect their
own taxes is the next logical step on the road to greater
decentralization.

Governor Yehude Simon of Lambayeque is of that view: “The
transfer to the regions of functions along with funds is indis-
pensable for moving ahead with the decentralization process,
and what would be a better way to achieve that than by allowing
the regions to directly collect taxes themselves?”

But to truly succeed, the elected officials and the civil ser-
vants in these regions need to acquire the ability to promote and
sell development programs that will create jobs and sustainable
development. The regions and the national government also
need to restart the regional merger process and embark on
reforms for enhanced intergovernmental relations among
national, regional and the municipal orders of government.
Peru must address these challenges or face more conflict and
social protest, both of which it has suffered enough from in
recentyears. @)
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JAPAN [FROM PAGE 14]

them produced de facto decentralization and a vibrant democ-
racy at grassroots level.

Here at last was a counterbalance to the national govern-
ment. Yet no constitutional or major legal changes were
introduced to promote decentralization. In essence, new poli-
cies were adopted within the highly centralized structure.

Soon the local activism lost the wind from its sails. The
national economic boom and resulting widespread prosperity
from the late 1970s enabled the central government to rein in
the pressure for reform and, importantly, to retain its tight fist
onlocal administrations.

Economy stagnates
Then came the 1990s when Japan’s economy began to stagnate,
an era that injected a fresh enthusiasm for reviving decentral-
ization. And, while some advances were made in the 1990s,
many tasks remained.

This issue became part of Prime Minister Junichiro Koizumi’s
(2001-2006) broader agenda of reform and restructuring and
continued under the Shinzo Abe administration (2006-2007).
Prime Minister Yasuo Fukuda, who came into power in 2007,
has endorsed his predecessors’ initiatives.

Consequently, a new Decentralization Reform Promotion
Act was legislated in 2006 and the government set up a
Decentralization Reform Promotion Committee in April 2007 to
consider issues related to further devolution of power and
functions.

Rethinking Japan

As part of the devolution process, the ruling LDP, especially
since the Koizumi administration, has promoted the doshusei
idea. The opposition political party and its leader Ichiro Ozawa
also lent support. Although he advocated a somewhat different
structure in his renowned 1994 book Blueprint for a New Japan:
The Rethinking of a Nation, Ozawa then considered decentral-
ization a core issue and recommended ‘transfer of substantial
national authority and finances to local governments!

In a 2007 survey conducted by Japan’s leading economics
daily, the Nihon Keizai Shinbun on the desirability of a “state
system’, 23 of 47 governors strongly supported the idea. Only
four opposedit.

The main opposition comes from the central bureaucracy
that sees its power eroded significantly. The new structure will
provide few opportunities for central bureaucrats to control
localities through their field offices or to transfer central person-
nel to key local administrative positions.

Nonetheless, the current situation of “30 percent autonomy,”
where local governments raise roughly thirty percent of their
financial needs through local taxes, while depending for the rest
on the centre, is going to change. Already the central govern-
ment has agreed to transfer a greater proportion of income tax
to localities. Maintaining a sound balance of power between
national and regional interests will be critical. But how this bal-
ance will be achieved remains unclear.

Moves toward decentralization now have a new momentum.
Still, it is unlikely that profound reform will be introduced any-
time soon. Japan'’s road to decentralisation still has many
winding turns, but these days many more travellers too. @)
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SPECIAL SECTION : DECENTRALIZATION AND DEVOLUTION IN NON-FEDERAL COUNTRIES

BOLIVIA [CONTINUED FROM PAGE 12]

constitution identifies the 36 indigenous people of Bolivia for
the first time in history, lists their languages as official lan-
guages nationally, and requires each region to have at least two
official languages, one of which must be Spanish. Opposition
critics say that if say the constitution is passed in its current
form, it will split Bolivia. -
This chain of events and
the outcome holds several les-
sons for Bolivians. The first is
that Morales was mistaken
when, in 2006, he mounted a
fierce campaign for the No
side in the autonomy referen-
dum. This act galvanized
voters against him in the four
eastern regions, where the pro-
autonomy forces would later
win. Morales unwisely cam-
paigned on the platform that
Bolivia’s only pressing issues
were greater control over its
natural resources and integra-
tion of its indigenous
inhabitants into Bolivian soci-
ety and institutions. The
country, however, has other
challenges. One is regional
autonomy. Here Morales
made a crucial error. Not con-
tent to pursue his strategy in
favour of indigenous and anti-
neoliberal policies, he went
further and dismissed the pro-
autonomy movement as an
expression of simple greed on
the part of the oligarchy - a
fewwealthy families.

REUTERS/HO NEW

Bolivia’s President Evo Morales holds a hammerand chisel at
a ceremony in which he donated trucks and heavy machinery
to miners in the Cochabamba region in May 2008.

would lead to areturn of the latifundia, the system in early Latin
America that put large landowners in mansions and kept the
peasant farmers living in huts.

The opponents of the president are strongest in the region of
Santa Cruz, the largest of the four easternmost regions led by
the opposition. These four regions - Beni, Pando, Tarija and
Santa Cruz - are commonly called “the half moon” by Bolivians
because on the map, the outline of
the four regions resembles a cres-
centmoon.

The region of Santa Cruz is the
largest contributor to Bolivian GDP
(30 per cent), and generates a major
chunk of the country’s tax revenues.
In 2007 the value of exports from
Santa Cruz was four times that of the
region of La Paz. Second in wealth is
the region of Tarija, one of the four
regions that approved autonomy in
principle in 2006 and which is also
preparing for its own referendum to
implement that autonomy. About 85
percent of Bolivia’s natural gas
reserves are located in Tarija, which
accounts for its economic muscle.

East demands autonomy

The origins of the demand from
Bolivia’s east, for greater autonomy,
go back to the beginning of the
Spanish occupation. The eastern
lowlands, isolated for centuries from
the mineral-based economy of the
west, have an Amazonian climate
and look towards Brazil rather than
to La Paz. Add to that a strong
Spanish presence and some indige-
nous peoples quite different from
those of the west, and you get a part
of the country with a very different

Compromise needed

The mistakes Morales made
arise from two different definitions of federalism. One is
Morales’ “cultural federalism” with economic power held
mostly by the central government. The other is a “federalism of
autonomy” of regions like Santa Cruz, which wants to keep all
the revenues from its natural resources. These two extremes
have led to an all-or-nothing struggle between Morales’ sup-
porters and the richer eastern regions.

Until the two sides acknowledge some validity in each oth-
er’s goals, compromise will not be possible. This common
ground could lay the foundations for a new territorial model,
which is neither completely federal nor completely autono-
mous. One way of implementing it could be an agreement on
equalization payments between the richer and poorer regions.
That may not be difficult to agree upon in principle. Where the
battle will play out is over what is to be equalized: government
services, perhaps including medical care and retirement, or the
standard of living?

Morales’s strongest argument against devolution is that it
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identity.

With a municipal system that has been democratizing since
the mid-1990s and an irrepressible regional movement, Bolivia
could, with a few changes, invent a new territorial model that is
neither unitary nor federal nor autonomous.

That structure could be one in which the three orders of gov-
ernment would have equal constitutional powers: national,
regional and municipal. In all federal countries, the municipal-
ity is important but in only some federal countries is it
recognized in the constitution. If Bolivia were to adopt such a
model, it could even surpass Colombia, which has been the
best example of Latin American decentralization in the past few
decades.

Unfortunately, Morales has not as yet succeeded in negoti-
ating a moderate arrangement for a diverse nation. He has less
than two years to go before his first presidential term is up to
square the circle and appease the four autonomous Eastern
regions as well as transferring greater wealth and opportunity
to hisindigenous constituency. @)
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Australian Premier Kevin Rudd, left, joins a planning and brainstorming session in April 2008.
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Australia’s Commonwealth government
ends blame game

Window of opportunity opens for co-operative federalism

F IT WERE A HORSE, YOU’D PUTIT

BY ANNE TWOMEY
“ down”
This was Queensland
Labor Premier Peter
Beattie’s view of the Australian federal
system in August2007.

Like many other state premiers, he
was in despair over the expansion of leg-
islative power of the central or
Commonwealth government and the
erosion of state powers allowed by the
High Court of Australia, which rules on
constitutional matters.

Beattie and his counterparts were also

concerned about the increasing federal
incursions into state areas of responsibil-
ity and the centralist philosophy of the
John Howard Liberal Government at that
time. Howard was defeated in December
2007 after 11 years in power.

Butinstead of giving up on federalism,
the state premiers united and performed
reconstructive surgery. They formed the
Council for the Australian Federation in
October 2006 creating a structure for the
states to negotiate with the federal
government, and also achieve harmoni-
zation of laws where needed.

AnneTwomey is an Australian constitutional lawyerand an Associate Professor of Law at the
University of Sydney. She was a member of the Governance Group at the 2020 Summit.
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In 2007 all the state premiers, through
the council, called for a constitutional
convention to be in 2008. They wanted to
reform the operation of the federation by
reconsidering the allocation of powers
and responsibilities between the differ-
ent tiers of government and revising
federal-state financial relations.

Under the Australian Constitution, 40
specific powers are given to the federal
Parliament, with residual powers left to
the states. The expectation was that, by
creating a federal government with
apparently limited powers, state govern-
ments would be left with the lion’s share
of powers. The flaw was that the
Constitution did not reserve any specific
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Aboriginal leader Patrick Dodson (centre) participates in Australia’s 2020 Summit in Canberra on April 20, 2008. He is flanked by two other

participants of the Australian thinkfest.

powers for the states.

The consequence of having no speci-
fied powers for the states has been that
the High Court of Australia has inter-
preted the defined federal powers
increasingly widely, allowing them to
expand into the areas that were tradition-
ally left to the states.

Diminishing states’ powers

In 2006, the High Court expanded its
interpretation of the federal “corpora-
tions power,” effectively giving the federal
Parliament power to enact laws that not
only control the actions of trading and
financial corporations but also their rela-
tions with employees, suppliers and
consumers. Justice Michael Kirby, dis-
senting, pointed out that the effect of this
judgment would be “radically to reduce
the application of state laws in many
fields that, for more than a century, have
been the subject of the states’ principal
governmental activities.”

As most bodies such as universities,
hospitals, schools and even local coun-
cils are incorporated, the federal
government’s power to intervene in state
areas such as health and education using
the “corporations power” is now exten-
sive. Professor Greg Craven called the
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2006 High Court decision the “constitu-
tional equivalent of a dirty bomb.”

Emboldened by its wide legislative
powers and its even greater financial
ascendancy over the states, the federal
government shifted from a model of co-
operative federalism to one of
opportunistic federalism, which it called
“aspirational nationalism.” It picked and
chose the state areas in which it inter-
vened on political or ideological grounds,
without any systematic approach. For
example, it took control of a single
Tasmanian hospital, while the rest con-
tinued to be run by the state. The
economic inefficiency of such action and
the resulting degradation of the federal
system caused widespread alarm.

The Business Council of Australia
called for the holding of a constitutional
convention and federalism reform. Its
president, Michael Chaney, said the
“gradual, arbitrary decay of the federal
system” was costly to business. The
Business Council estimated that ineffi-
ciencies in the operation of the federal
system cost Australians at least $9 billion
Australian ($8.52 billion Canadian) a year.

Local government bodies were also
concerned. The president of the Local
Government Association of Queensland,

Councillor Paul Bell, made this
argument:

“Local government does not want to
make a claim for more responsibilities -
we have more than enough now. Nor do
we want to abolish the states. What coun-
cils do want is greater certainty and
clarity on who does what to whom, where
and when. What we have now is a mov-
ing feast, subject to political whims of the
governments of the day...”

Rudd aims to end ‘blame game’
But, in November 2007, the political
landscape changed in Australia with the
election of a new federal government
after 11 years of conservative rule.

Kevin Rudd’s Labor Government was
elected on a policy of restoring co-opera-
tive federalism and “ending the blame
game.” While the Rudd Government
obtained a comfortable majority in the
House of Representatives, it did not gain
control of the Senate and will need the
support of the Greens Party and inde-
pendents to pass legislation. At the
inter-governmental level, however, it was
more fortunate.

For the first time, Labor governments
held office nationally and in all states and
territories. This opened up a window of
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opportunity for real reform on a co-oper-
ative basis. It also changed the dynamic
between federal and state governments.
The proposal for a constitutional conven-
tion had been a state reaction to
incursions by a hostile federal govern-
ment. Whether the states continue to
pursue this proposal after the recent fed-
eral election of a Labor government
remains to be seen.

The Rudd Government called a “2020
Summit” on April 19-20, 2008, at which
1,002 Australians, chosen for their exper-
tise, were asked to develop ideas and
strategies for Australia’s long-term devel-
opment in 10 different fields, including
the future of Australia’s governance. The
Governance Group at the summit rec-
ommended holding a plebiscite on
whether Australia should become a
republic, adopting a bill of rights or a
charter of rights, including recognition of
indigenous Australians in the preamble
to the Constitution and increasing civic
participation in government.

Fixing Australian federalism
The Governance Group also made two
major recommendations concerning the
federal system. First, it recommended a
review of the allocation of powers and
functions across all levels of governance.
This was to be achieved by a three-stage
process: an expert commission which
would conduct the necessary research
and analysis and prepare proposals; a
constitutional convention involving the
broader public which would deliberate
on those proposals; and implementation
of the convention’s recommendations
through inter-governmental co-opera-
tion or a referendum. Its second
recommendation was to establish an
ongoing commission that would register
intergovernmental agreements, monitor
their implementation and assist in
resolving intergovernmental disputes.

The Economy Group at the Summit
also recommended the establishment of
a Federation Commission, although it
was to have a stronger policy role than
the governance group recommended.
This commission would also be the vehi-
cle for revising the allocation of powers
and functions between the three tiers of
government.

When the Prime Minister received the
summit’s interim report, he stated on
national television that “Australian

forumfed.org

federalism must be fixed” He has not yet
responded in detail to the summit’s
recommendations.

Since the election of the Rudd
Government, the main forum for federal-
ism reform has been the Council of
Australian Governments (comprising the
prime minister and all state premiers).
The Council has identified seven areas
requiring reform: health and aging, pro-
ductivity, climate change and water,
infrastructure, business regulation and
competition, housing, and indigenous
affairs. It has established working groups
of officials, overseen by federal and state
ministers, in each of these areas, and
required them to deliver implementa-
tion plans. The Council will meet more
often than previously and will actively
push reforms.

Council plays key role

In March 2008, the Council agreed on
reforms to “close the gap on indigenous
disadvantage.” These will focus on halv-
ing indigenous disadvantage in the field
of employment. It also announced
actions to improve the lives of indige-
nous Australians in terms of health,
dental services, housing and water sup-
ply. The Council’s Indigenous Reform
Working Group has been instructed to
prepare sustainable reform proposals on
early childhood development, remote
service delivery, economic participation,
active welfare - where the receipt of ben-
efits is conditional on the participation in
assistance programs - and security from
violence for indigenous parents and chil-
dren. One of the problems faced by
indigenous Australians has been the lack
of co-ordination of federal and state pro-
grams and an absence of long-term
planning.

The Council also agreed on revised
federal-state funding arrangements. One
of the main causes of duplication and
inefficiency in the Australian federal sys-
tem has been the use of tied grants by the
federal government. States were given
funding for schools or hospitals only if
they met specific policy and accountabil-
ity conditions. This not only allowed the
federal government to intervene in areas
of state policy, but frequently resulted in
the over-funding of some areas and
under-funding of others, excessive levels
of administration and perverse incen-
tives for inefficiency. The federal

government has agreed to change the
way these grants operate, focusing on
outcomes rather than inputs, and pro-
viding incentives for efficiency.

An intergovernmental agreement on
federal-state financial relations is being
negotiated and is expected to come into
effect atthe end of 2008.

Achieving reform

Much can be achieved in federalism
reform in Australia without undertaking
formal constitutional amendment.
Where the federal government is lacking
in power, states can refer matters within
their jurisdiction to it under an existing
constitutional mechanism. Where mat-
ters should be returned to state control,
the federal government could simply
vacate the field by choosing not to legis-
late on the subject and not placing policy
conditions on its funding. Federal-state
financial arrangements could also be
readjusted in a manner that ensures the
states have adequate sources of funding,
but must also take full responsibility for
the manner in which they spend those
funds.

The benefit of constitutional reform,
however, is that it will last beyond any
short-term political consensus. The
problem is that it is difficult to achieve.
Constitutional amendments in Australia
must be approved in a referendum by a
majority of voters overall, and a majority
of voters in a majority of states. Only
eight out of 44 referenda to amend the
Australian Constitution have succeeded.
While many reasons have been given for
this failure, one is that only the federal
Parliament can initiate a referendum,
leading to public suspicions that referen-
dum proposals are about aggrandizing
federal power at the expense of the States
and the people.

Reforming federalism in Australia is
no easy task, but at least there now is a
will to set about doing this. Whether the
means chosen is a constitutional con-
vention or co-operative reform of specific
areas of overlapping jurisdiction, the
improvement of the operation of the fed-
eral system will be beneficial for all
Australians. (©
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CANADA

Alberta Premier Ed Stelmach, left, and British Columbia Premier Gordon Campbell, centre, have signed a new free trade and investment pact.
Saskatchewan Premier Brad Wall, right, has withheld his signature.

Canada cautiously lifts barriers to

internal trade

Supporters claim economic gains will be huge

BY WILLIAM DYMOND

UPPORTERS OF FREE TRADE AMONG

all Canada’s provinces want to

put today’s domestic trade and

investment restrictions in the
dinosaur room of a museum. Canadian
protectionists counter that the newest
proposal for domestic free trade - already
adopted by the provinces of Alberta and
British Columbia - should go into the
same museum’s predator room.

One of the contradictions in Canadian
policies in the early years of the 21st cen-
tury is the commitment to the
liberalization of international trade com-
bined with the stubborn resilience of
internal barriers to trade. Since the for-
mation of the global trading system 60
years ago, Canada has been at the fore-
front of the rule making for global trade
treaties and trade negotiations.

In the 1980s, Canada embraced bilat-
eral free trade agreements as a
complement to the multilateral system
starting with the US and expanding to
Mexico and a range of other countries.
However, progress in reducing the formi-
dable array of internal trade barriers has

been glacial.

The new agreement linking two west-
ern provinces is the British
Columbia-Alberta Trade, Investment
and Labour Mobility Agreement - known
as TILMA.

The Conference Board of Canada, a
moderate think tank, called the agree-
ment “a promising step.”

Creates bigger market

“TILMA creates Canada’s second largest
economy - a market of almost eight mil-
lion people,” said Ron Stevens, Alberta
deputy premier and minister of interna-
tional and intergovernmental relations,
on April 15.

“It will mean seamless access to a
larger range of opportunities across all
sectors of the economy.” Stevens issued
his statement after the introduction of
Bill 1 in the Alberta legislature, a law that
will eliminate the need for businesses to
register in both provinces and waive cer-
tain requirements for energy regulators
so that TILMA can take effect.

The Union of British Columbia

William Dymond is the Senior Executive Fellow of the Centre for Trade Policy and Law at
Carleton University, Ottawa, and served as director of the centre from 2000 to 2003.

forumfed.org

Municipalities is concerned that the
agreement imposes thresholds on pur-
chasing, restricts the power of local
governments to distribute subsidies and
grants, and poses potential obstructions
to environmental protection projects of
cities and towns. Some argue that TILMA
has little if anything to do with interpro-
vincial trade, but instead removes
measures that were established to serve
broad public or societal purposes. Others
claim that the TILMA could force BC to
reverse a ban on junk food in public
schools.

Province steps back

The newly-elected Saskatchewan Party
government in Saskatchewan, Alberta’s
neighbouring province to the immediate
east, has backed away from its previous
statement of support for joining the trade
pact because of its negative impact on
certain tax incentives and on
subsidiaries of provincially-owned
corporations.

In 2008, Canada is committed to the
liberalization of international trade, yet
at home it preserves internal barriers to
trade. In the 1980s, Canada embraced
bilateral free-trade agreements as a
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complement to the multilateral system,
starting with the U.S. and expanding to
Mexico and a range of other countries.
Strangely, trade liberalization abroad
was contradicted by the persistence of
trade barriers dividing the provinces at
home.

The Alberta-British Columbia trade
deal came into effect on April 1, 2007, and
was a response to the frustration of the
two governments with the slow progress
made by previous agreements in
attempting to bring down interprovincial
trade barriers across Canada. It is a rea-
sonably comprehensive economic
agreement, covering energy, agriculture,
transport and investment.

TILMA also ensures that qualifica-
tions and licences issued in one province
are recognized in both. Regulations and
standards that can impede trade are to
be harmonized and no new restrictive
regulations are to be imposed. Also, the
trade pact mandates that there be no dis-
crimination in government purchasing
of goods worth $10,000 or more, non-
professional services worth $75,000 or
more, or construction costing $100,000
ormore.

Even cars gain mobility

These requirements will also apply to
public organizations such as Crown (gov-
ernment-owned) corporations, as well
as local governments, starting April 1,
2009. Under the deal, automobiles regis-
tered in one province can operate under
a temporary registration in the other
province.

Distortive subsidies that give one
party a competitive advantage over the
other are prohibited by TILMA. Subsidies
are permitted in certain sectors, such as
academic research, non-profit organiza-
tions, emergency aid to compensate for
natural disasters, and book, magazine,
film and sound publishers.

On Dec. 5, 2007, legislation was
passed in Alberta providing for enforce-
able dispute resolution. According to
Guy Boutilier, Alberta minister of inter-
national, intergovernmental and
Aboriginal relations, “the legislation
means a TILMA dispute-panel ruling will
be enforceable. It will have real teeth.”

If the government found at fault does
not comply with a request to change its
policy, it can be fined up to a maximum
of $5 million, with costs for the panel
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paid by the losing party.

TILMA extends and implements a
previous agreement along the same lines.
In 1995, the federal government, the prov-
inces and territories created the
Agreement on Internal Trade. With that
arrangement, known to economists as
AIT, Canada acknowledged that it would
have to reduce internal trade barriers in
order to realize the full benefits of the
1989 Canada-U.S. Free Trade Agreement
and the subsequent pact of 1994, NAFTA.

Measures enhance trade

In addition to AIT and TILMA, there
are other arrangements in play that deal
with internal trade. They are:

« the Social Union Framework Accord,
signed by all provinces and territories
except Quebec in 1999 with the aim of
supporting labour mobility and not
creating any new barriers through
social policy initiatives,

¢ the Forum of Labour Market Ministers,
formed in 1983 to encourage labour
market co-operation, and

o the Interprovincial Standards Red
Seal Program, which aims to increase
labour mobility for skilled trades
workers within Canada and has been
in place for over 45 years. Under the
Red Seal program trades workers have
Canada-wide standards and an exam
that provides national recognition.
The objective is to eliminate the need
for workers to obtain new qualifica-
tions when transferring to another
province.

Quebec’s construction industry has
been significantly more regulated than
Ontario’s, presenting problems for
Ontario workers wanting wanted to work
in Quebec. In 1999, Ontario lost patience
and enacted the Fairness is a Two-Way
Street Act. It was tired of Quebec con-
struction workers streaming across the
Ottawa River to work in Ottawa with no
restrictions, while Ontario construction
workers could not so easily work in
Quebec. This law barred Quebec
construction workers from Ontario-gov-
ernment projects and forced them to
register with the Jobs Protection Office.
The two provinces eventually buried the
hatchet with the June 2006 signing of the
Ontario-Quebec Construction Labour
Mobility Agreement.

The argument against having internal
trade and labour mobility barriers is that
they support vested political interests at
the cost of economic growth. Often billed
as a means ways to protect jobs and cre-
ate wealth, they do the opposite, critics
say, by making both the provinces that
maintain them and the entire country
poorer.

Section 91 of the Canadian
Constitution Act gives the federal gov-
ernment exclusive authority over the
regulation of trade and commerce. In
2007, the federal government said it
would “consider how to use the federal
trade-and-commerce power to make our
economic union work better for
Canadians.” The government’s rationale
isclear. As the speech pointedly observed,

“despite the globalization of markets ... it
is often harder to move goods and ser-
vices across provincial boundaries than
across our international borders”

Invoking a disputed power

Invoking the Constitution’s trade-and-
commerce power would be a formidable
challenge for the federal government. In
the early years of Confederation, court
decisions severely limited this power by
generous interpretation of provincial
authority over property and civil rights.
Hence if the government were to cite this
constitutional power, it would have to
chooseits case carefully.

Supporters of TILMA are urging prov-
inces east of Alberta and B.C. to embrace
that model at the earliest opportunity.
They cite the November 2007 agreement
between Ontario and Quebec premiers,
Dalton McGuinty and Jean Charest, to
begin negotiating an interprovincial
trade agreement as the next step forward
toward Canada-wide free trade.

Canada had a choice to contribute to
the creation of international trade rules
and the negotiation of lower trade barri-
ers, or to stand aside and maintain its
sovereignty over trade barriers.
Internationally, Canada chose to join the
world; internally it stood aside.

The result has been a failure to reap
the full economic benefits of global trade
rules and the global reduction of trade
barriers. It is time, as Alberta and B.C.
have recognized, to bite the bullet, adjust
the policy and enhance future economic
outcomes. (&
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Malaysia: Governing coalition
weakened by losses in regions

BY FRANCIS LOH

LTHOUGH MALAYSIAN PRIME
Minister Abdullah Badawi’s
National Front government
was re-elected in March
2008, it fell short of a two-thirds’ majority
in parliament. With only 140 of the 220
seats, it can no longer amend the
Constitution at will.

The National Front was also ousted in
five out of thirteen state legislatures. They
include the three most industrialized
states in the Peninsula, as well as the
poorest two states in the north. Changes
to Malaysia’s centralized federalism
mightbe in the offing.

The ruling coalition is led by a Malay
party and also includes Chinese-
Malaysian and Indian-Malaysian parties,
reflecting Malaysia’s diversity. The coali-
tion was formed following the 1969

election and related race riots.

In 1990 and in 1995, there were con-
certed efforts to break the coalition’s
stranglehold on Parliament. Both
attempts failed due to insufficient Malay
support in the first instance and inade-
quate non-Malay supportin the second.

The coalition used to be able to count
on its component parties to mobilize
cross-ethnic communities to win, espe-
cially in mixed constituencies, but no
longer.

Voters switch

All this changed in the March
elections. A solid swing among Indian-
Malaysian voters, traditionally
pro-coalition, was accompanied by an
equally pronounced switch of Chinese-
Malaysian voters to the opposition. This
dovetailed with Malays rallying behind
the opposition People’s Justice Party

Francis Loh Kok Wah has a PhD in Political Science from Cornell University and is a Professor
inthe School of Social Sciences, Universiti Sains Malaysia.
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Malaysia’s Prime Minister
Abdullah Ahmad Badawi
(right) celebrates his re-
election with his deputy Najib
Razakin Kuala Lumpuron
March 9, 2008. Malaysia’s
ruling party suffered its worst
everelectoral losses as the
opposition won five of 13 state
elections.

The People’s Justice Party campaign
was led by the charismatic Anwar
Ibrahim, previously deputy Prime
Minister. He returned to politics after
more than two years’ incarceration on
trumped-up charges of sodomy and
abuse of powers. Under Anwar, the oppo-
sition party moved to the centre and
forged electoral pacts with the Islamic
Party of Malaya and the largely non-
Malay Muslim Democratic Action Party.

The upshot was a surprising swing
away from the National Front coalition in
favour of a loose and informal coalition
among the three opposition parties.

Dr. Jeyakumar Devaraj, of the People’s
Justice Party, said that “when we began
our campaign, we were not hopeful of a
victory.”

“To our surprise we won on election
night,” said Devaraj, who defeated Samy
Vellu, the a member of the Indian-
Malaysian party in the National Front

CONTINUED ON PAGE 32
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Senator aims to empower Mexican cities

INTERVIEW BY DAVID PARKS

Mexico, the second most populous
federation in North America, has had
atradition of strong central
government. As a result, its states
and municipalities have been highly
dependent on transfers from the
federal government, transfers which
are often designated for specific
projects.

Inthis issue*, Federations interviews
Mexican Senator RAMON GALINDO
NORIEGA, who represents the state of
Chihuahuain Mexico’s Senate.
Senator Galindo speaks, among
othertopics, about how his
experience as a municipal mayor
prepared him for his role as head of
the Senate’s Commission for
Municipal Development.

Before joining the Senate, Galindo
satfrom 2000t0 2006 in the
Chamber of Deputies, presiding over
the House Commission for
Federalism. Priorto his federal posts,
he was the Mayor of Ciudad Juarez
from 1995 to 1997; Director of Social
Developmentin Ciudad Juarez from
1992 t0 1995 and a state legislatorin
Chihuahua from 1989 to 1992.

Senator Galindo is a chartered public

accountant with a Master’s Degree in
Planning and Tourism from the
University of Surrey in the United
Kingdom.

*Senator Galindo was interviewed by

David Parks, the Forum?’s Director of
North American Programs.
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FEDERATIONS: As a mayor and as a legisla-
tor, what has your experience been with
municipal government in Mexico?

SENATOR GALINDO: Throughout my politi-
cal career, in Ciudad Juarez as mayor,
and as a legislator both in the State
Legislature and the Mexican Congress,
acting first as deputy and now as a sena-
tor, I have had the good fortune to get to
know at first hand the enormous need
there is in Mexico - as in other countries
- to strengthen local communities and
the authorities nearest to them, the
municipalities.

During my term as mayor of the thriv-
ing city of Ciudad Juarez, whose
economic activity and huge productive
capacity are well known, even interna-
tionally, I faced one unfortunate fact.
That fact is that local communities and
the level of government closest to them
suffer from their position in a centralist
framework. Paradoxically, while this is
called a federation, throughout history,
power (in Mexico) has been centrally
concentrated - power over decision-
making that affects the most basic
aspects of local development to the
income generated over the length and
breadth of the nation.

How income from local economic
activity is used, is decided at the federal
level (in Mexico). In reality, therefore,
municipalities have no way of influenc-
ing either their own economic or social
development. Essentially, local govern-
ments have to settle for carrying out
cosmetic work - maintenance of roads,
parks and other public spaces, street
lighting, trash collection, preventive
policing, transportation and so forth. It
is impossible for them to intervene, or
even offer an opinion, with regard to the
key factors for improving peoples’ qual-
ity oflife, such as employment and social
welfare, health and decent medical care,
education, housing and law
enforcement.

As aresult, my main goal has been to
find, promote and implement strategies

and institutional tools that serve to
strengthen Mexico'’s local communities
and their governments, that is, the
municipalities and their municipal
councils.

FEDERATIONS: During your career as a leg-
islator, what municipal issues have you
dealtwith?

SENATOR GALINDO: In my work as a deputy

in the 59th session of the Mexican

Congress (from Sept.1, 2003 to August 31,

2006), I chaired the commission for

strengthening federalism. We pushed

reforms to expand the functions exclu-
sive to municipal councils, with a view
to recognizing how diverse municipali-
ties are. This means different policies
will be applied in different situations.

Other aims were:

e toregulate intergovernmental rela-
tions and the distribution of
functions and powers according to
the principles of subsidiarity (which
means that services should be pro-
vided by that order of government
closest to the citizen whenever possi-
ble) and co-operative federalism;

e to institute comprehensive strategic
planning and a career civil service;

e to evaluate local governments’ effi-
ciency using performance indicators,
and

e to bolster the municipal public trea-
sury through taxation.

We also sought to do away with the
prohibition of re-election of mayors and
municipal council members, leaving
this decision in the hands of local legis-
latures and to reinforce transparency in
the use of public funds; and to stress citi-
zens’ obligation to participate in
planning development. We favour such
methods as plebiscites, referendums,
public consultation and open meetings.

Now, during the (current) 6oth ses-
sion of Congress, I preside, in the Senate,
over the municipal development com-
mission, in which we focus more closely
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on the changes required to Mexican law.

FEDERATIONS: What do you consider to be
the key reforms in municipal
governance?

SENATOR GALINDO: There are over 30 legis-
lative amendments, both to the
constitution and to secondary laws.
However, our local communities’ devel-
opment currently rests on three
fundamental pillars. The first is the
implementation of subsidiarity, as the
incontrovertible principle and purpose
of governmental relations between the
federation, states, municipalities and the
Federal District. The second is transferral
of the power to elect and re-elect munici-
pal council members to the state
legislatures. The third is equitable taxa-
tion that ensures municipalities receive
their share of taxes collected by the
federation.

FEDERATIONS: What does subsidiarity
mean?

SENATOR GALINDO: Subsidiarity is a princi-
ple that, together with co-operative
federalism, seeks to make each level of
government focus on the tasks and func-
tions in which it is most productive.
Subsidiarity starts from the premise that
the body closest to communities and
individuals should be the one charged
with providing the public services that
directly affect their development, well-
being and quality of life. These are,
precisely, municipal governments.

State governments should only con-
cern themselves with the functions the
municipal government cannot carry out
and, in turn, the federation should con-
cern itself solely with the functions that
municipalities and state governments
cannot manage themselves.

In the end, it is great, productive and
competitive cities that make great, pro-
ductive and competitive countries.

FEDERATIONS: Why do you want to allow
the re-election of municipal officials?

SENATOR GALINDO: My recommendation
would not really allow re-election of local
authorities who make up municipal
councils, but rather would do away with
the prohibition of re-election in the con-
stitution so that a genuine debate could
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begin about whether re-election should
be established in a particular state or not.
The debate should take place where the
effects of a decision for or againstre-elec-
tion will be felt.

Both specialists in the subject and
international experience indicate that
the best way to ensure continuity for
community projects and programs, as
well as to professionalize public service,
is to allow terms of office to be extended
when performance has been satisfactory.
The current situation means that regard-
less of a mayor’s efficiency, responsibility
and honesty, he is invariably removed at
the end of his term of office. This hap-
pens every three years, leading to a lack
of continuity in projects and replacement
of cabinets by inexperienced officials
who have barely begun to understand
municipal functions and public services.
By the time they do, after three years,
their work is threatened by the change of
administration.

The possibility of re-electing local
authorities would not confer greater
power on them, butrather give to citizens
power over those who govern. This would
make officeholders less concerned with
accountability to their parties or the fed-
eration, and more accountable to the
electorate. In short, it would mean
devolving power to the people.

FEDERATIONS: Does Mexico need a more
equitable system of taxation for Mexican
municipalities? If so, how should it work?

SENATOR GALINDO: In matters of tax equity,
we have sought to implement a partici-
patory system for financing, which gives
municipalities a voice in their own devel-
opment and, consequently, the
development of the nation. The produc-
tivity index of a given municipality - and
this is something international experi-
ence in countries with a federal tradition
also suggests - must influence the
amounts it receives as a participantin a
federal system.

It does not make sense for the federa-
tion, which collects the value-added tax,
income tax and the flat-rate tax on busi-
ness, to decide unilaterally where these
revenues are spent, without the munici-
palities directly receiving a portion of
them. It is essential that municipalities
receive funds in proportion to theincome
they contribute to the federation as a

result of their economic activities, since
this is reflected in taxes on consumption
and income.

When municipalities receive a per-
centage of the taxes on consumption
and/or on income, they, together with
local communities, will become engines
of the economy, by the natural logic that,
unlike now, part of their taxes will remain
in the city. The municipal budget has no
relation whatsoever to local economic
activity and this is a very expensive error,
since it encourages permanent local gov-
ernment dependence on the central
government. But an even more serious
consequence is that it creates a vicious
cycle of deficiencies such as low levels of
tax collection, lack of investment in pub-
lic works and infrastructure, limited and
poor quality public services, crime, over-
population and poverty.

FEDERATIONS: How have you gone about
promoting your initiatives in the context
of government reform?

SENATOR GALINDO: Within the framework of
the government reform act, for which the
Executive Commission for Negotiation
and Establishment of Agreements
(CENCA) was set up, reforms under vari-
ous headings were discussed, including
the question of federalism. I took part in
this discussion with the aim of promot-
ing stronger municipalities through
several initiatives.

With some pride I can confirm that
the reforms we put forward are among
those that have achieved greatest con-
sensus. These include the inclusion of
the principles of subsidiarity and
co-operative federalism as guiding prin-
ciplesin intergovernmental relations; the
elimination of the express prohibition
against re-election of municipal officials;
recognition of municipal diversity; the
possibility of municipalities signing
international accords; recognition of the
municipality as an order of government
making up the federal states; transpar-
ency and accountability; participative
democracy; municipal career civil ser-
vice; and free association to promote
development and the provision of public
services.

At present, the CENCA initiatives are
pending debate in the plenary session of
the houses of Congress, so although this
is not the final word, we are optimistic
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that they will soon be adopted, opening a
new chapter in the life of the government
of Mexico.

FEDERATIONS: What are the challenges fac-
ing modern municipalities in Mexico?

SENATOR GALINDO: Mexico’s municipalities,
through their municipal councils, face
the challenge of promoting the economic
and social development of their
communities locally. They must also
demand that the return of powers and

responsibilities that correspond to them.
The municipalities need to be able to
encourage creativity among their citi-
zens, to promote transparency and
accountability, and to carry out compre-
hensive planning.

I'would say that there are two kinds of
challenges currently facing municipali-
ties in Mexico: on one hand, to return
power to the people so they decide their
future at a local level, define a strategy
and make commitments; and on the
other hand, to return more instruments

of governance to municipal governments
so they can carry out the tasks required of
them by the electorate.

Mexico has a need and an obligation
to bestow a sense of public responsibility
on the federation, and the only way to do
this is to return the freedom and respon-
sibility that should never have been taken
away from the people so that our new
and greater destiny can be built in the
way everything is built, from the ground

up. @)

IRAQ [FROM PAGE 4]

observers admire the Iraqi constitution
forits democratic and grassroots-focused
approaches to federalism. But there are
concerns the country might descend into
an endless cycle of failed referendums
and constant administrative changes.

With such possibilities for merging
provinces, the map of Iraq could change
dramatically.

Ofthe 15 provinces administered from
Baghdad, the four with a Sunni Arab
majority have shown almost no interest
in federalism. Among the nine Shia-
majority provinces, only people in Najaf
and the far south have expressed endur-
ing enthusiasm for federalism. Baghdad
is constitutionally barred from joining
another federal region, while the status
of the province of Kirkuk in the north is
bitterly disputed by Kurdistan’s regional
government and the central government.

An additional problem for those who
support a unified Shia federal region is
the apparent absence of support from
the top Shia clergy. In 2004, Grand
Ayatollah Ali al-Sistani blasted the U.S.-
sponsored Transitional Administrative
Law and its three-person presidency for
its “enshrinement of sectarian and eth-
nic divisions ... which could lead to the
fragmentation and partition of Iraq, God
forbid”

The executive structure of the Iraqi
government includes a president and
two vice-presidents - by tradition, one is
Shia, one is Sunni Arab and one is
Kurdish. This is precisely the dynamic of
fragmentation along sectarian lines that
critics highlight and object to, including
many from the Shia community.

Many are concerned about Basra
going it alone. One reason is oil, which

forumfed.org

Basrah has far more of than other areas
of Iraq. The expression “oil-rich Shia
areas” actually means little as more than
80 per cent of Iraq’s oil reserves are
located in one single province - Basrah.

For many in the Islamic Supreme
Council of Iraq - known as ISCI - the all-
Shia federal super-region would lack its
crowning jewel if Basrah chooses sepa-
rate status instead of joining them.

Centrists say no to super-regions

An increasingly vocal majority in Iraq’s
parliament, consisting of Sunnis and
Shias, is expressing resistance to radical
changes to the administrative map south
of Kurdistan. They are people who share
the views of one Sadr supporter, Sadiq al-
Hasnawi, who refers to ISCI’s federal
vision as “the partition project.”

This group objects to federal maps
drawn along ethnic and sectarian lines.
To many Arabs, formal sectarianism is as
politically incorrect as institutionalized
racism. This is why any federal scheme
involving a “Sunnistan” or a “Shiastan” is
seen as the equivalent of partition.

This loose coalition of “centrists
recently pressed a law in parliament that
focuses on rights of existing provinces
and grants them meaningful autonomy
without completely emasculating
Baghdad of its powers.

The law on non-federated provinces,
which includes a provision for holding
provincial elections by October 2008,
was supported by politicians like Bassam
al-Sharif of the Shia Fadila party, who
recently cited the need for involving
Sunni Arabs in local politics. This joint
Shia-Sunni project aims to get Iraq up
and working again, without the unpre-
dictability of new federal regions.

”

The big powers weigh in
As with everything in today’s Iraq, this is
not about what the majority in parlia-
ment thinks. The principal advocate of a
Shia super-region, ISCI, enjoys the pow-
erful support of the U.S. and Iran. Even if
the Bush administration has yet to pub-
licly embrace ISCI’s vision of an Iraq
subdivided along ethnic and sectarian
lines, in practice, it extends full support
to ISCI and continues to give short shrift
to the centrist majority in the Iraqi parlia-
ment. In a sign that such a position is not
just that of the U.S. Republican Party,
Democratic Senator Joseph Biden sup-
ports ISCI's vision in
an even more force-
ful manner.
scheme
Cheney visits Iraq
In a possible change
of attitude, U.S. Vice-
President Dick
Cheney, in arare trip
to Iraq in March, is
said to have applied
considerable pres-
sure on ISCI to roll
back its veto on the
provincial law. Days
after the visit, the
Iraqi presidency council announced the
veto had been withdrawn. Aside from
this, there is little sign of increased dia-
logue between Washington and the
players that represent Iraq’s centrist par-
liamentary majority, such as the Sadrists,
the Fadila party, Shia independents,
Sunni Islamists and secular politicians.
Until such engagement occurs and
there is closure to Iraq’s federalism
question, the potential for chronic insta-
bility in Iraq’s federal structure remains
likely. (&)
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COLOMBIA [FROM PAGE 16]

Demands for accountability

There is still concern about the adequacy
of procedures for financial accountabil-
ity given to regions and cities. Ex-finance
minister Rudolf Hommes told the lead-
ing national newspaper, El Tiempo, in
2006: “Since the constitutional changes
of 1991 - which gave local governments
the power and responsibility to make
autonomous decisions in the areas of
education, health and basic services,
while transferring national resources so

that those local and regional govern-
ments could adequately fulfill those
obligations ... there was a prevailing
sense that the control mechanisms to
ensure that the mayors and governors
would fulfill those constitutional respon-
sibilities were lacking”’

But despite internal pressures,
Colombia does not have the kind of terri-
torial concentration of linguistic, ethnic
or religious identities that could threaten
to break the country apart. There are no
strong minority groups to oppose the
current unitary government structure, or
to demand afederal system. Nevertheless,

the centralized governance that pre-
vailed since the late 19th century
contributed significantly to the country’s
many decades of internal conflicts.

Many pundits agree that since the
early 1980s, Colombia has taken dra-
matic steps in the right direction. If the
past 20 years is to serve as a roadmap for
the future, Colombia needs to keep mov-
ing down the road in the direction of a
more deeply decentralized structure, in
which the interests, identities and
demands of all inhabitants find mean-
ingful expression at the national level. /©

MOROCCO [FROM PAGE 18]

Empowering local governments to
deliver better services leads to one
important question: are the financial and
human resource capabilities sufficient to
meet the challenges that the country is
facing? Morocco’s rapid urbanization is
accompanied by an increasing need for
municipal investment in the areas of
infrastructure, sanitation, water and
electricity services, transportation and
urban development.

“The investment needed to meet
increasing demand would require not
only an increase in (its) own (internally
generated) revenues, but improved abil-
ity to borrow and attract private
investment,” said Mostapha El Haya, a

member of the majority in the
Casablanca City Council, in an interview
with the Casablanca newspaper Al
Masae on March 15. “Itwould also require
stronger municipal human resources
capability,” said Said Essaadi, an opposi-
tion member of the city’s council, in an
interview with Al Masae on the same day.

Prospects for regional autonomy
With moves to amend the urban laws and
to provide financial and human
resources for cities and towns, municipal
government reform is off to a good start
in Morocco. The next area for the legisla-
ture to take on will most likely be regional
government, a reform that might possi-
bly begin in the unlikely location of
Western Sahara.

However, any effort to accelerate
decentralization or regional autonomy
in Morocco through reforming decen-
tralization laws will not be sufficient if
accompanying measures are not imple-
mented. Other legislation, such as the
law governing political parties and the
electoral law need to be reviewed to
include more democratic practices and
procedures inside political parties and to
reduce corrupt practices during elec-
tions. Such a review should not only
reduce vote buying and corruption dur-
ing elections, but should also contribute
to improved democratic and transparent
procedures inside political parties, which
would encourage more qualified candi-
dates to run for municipal seats. (©

MALAYSIA [FROM PAGE 28]

and also the federal Public Works
Minister, and one of four ministers top-
pledin the election.

Indian-Malaysian anger at the their
economic and political marginalization
had manifested itself in a massive dem-
onstration in Kuala Lumpur last
November, organized by a group calling
itself the Hindu Rights Action Front.

Chinese-Malaysians were unhappy
with the sluggish economy and the
inability of the National Front govern-
ment under Prime Minister Badawi to
promote Malaysia’s competitiveness
regionally.

They were also incensed by the
actions of the Youth leader of the Malay
party in the National Front who,
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brandishing an unsheathed double-
edged Malayan dagger in his party’s
assembly, had called for bringing back
pro-Malay affirmative action policies.

There were also concerns about infla-
tion caused by the hikes in fuel prices,
rising crime rates, alleged corruption and
abuses by National Front leaders in the
local councils and state governments.

These urban issues perhaps explain
why the more developed states of
Penang, Selangor and Perak, as well as
ten out of eleven seats in the Federal
Territory of Kuala Lumpur fell to the
opposition.

In Penang, Lim Guan Eng, 47, the
Democratic Action Party’s secretary-gen-
eral, has been appointed the new chief
minister. This most unlikely of chief min-
isters is now tasked with fostering

harmonious relations with the National
Front federal government that had
detained him.

He has declared that he will review
many of the “megaprojects” that the
National Front state government had
approved. In the state of Selangor, his
counterpart from the People’s Justice
Party is also reviewing the water privati-
zation project of his National Front
predecessor on grounds that the people
and the state do not appear to be benefit-
ing from the agreement signed.

For Malaysia to build upon the elec-
tion outcome, and strengthen the
federation, it is expected the federal gov-
ernment in Kuala Lumpur will curtail the
coalition’s practice of encroaching on the
powers of state governments. (2
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N OUR WORK AROUND THE WORLD,
the Forum of Federations is fre-
quently asked about “best
practice” on this or that aspect of
federalism. Itis a perfectly reasonable
question to put to us, given our network
and expertise, but it is also a tough one.
Answering it can entail two very different
risks.

The first risk is of a kind of agnostic rel-
ativism to the effect that it is “hard to say
what is best” because context is so fun-
damentally important that no
arrangements are truly transferable.
Each federal society must work out its
own problems by finding solutions that
fit its unique circumstances. Taken to its
extreme, this view virtually amounts to
saying we cannot learn from one another
about political arrangements.

The second, opposite risk is of an
abstract approach that treats all ques-
tions about “best practice” as amenable
to rather technical, universal answers.
This can be seen, for example, in some
economists’ writings on prescriptive cri-
teria for allocating legislative and
revenue raising responsibilities between
central and constituent unit govern-
ments, and in some political scientists’
writings on the merits of parliamentary
versus congressional systems or on
upper houses in federations.

While context is important and every
society is unique in important ways,
clearly lessons can be learned from oth-
ers whose societies share certain
characteristics and similar problems.
And while abstract reasoning about fed-
eralism cannot produce universal,
technical answers to most of the key
problems federal societies confront,
such reasoning does have a contribution
to make.

At the most general level, our knowl-
edge of federalism offers us a good sense
of the societies where it is most likely to
be appropriate and successful. These are
countries with very large populations or
territories or with regionally diverse

Best Practice

populations, that have a sense of a
national identity as well as of regional
identities, and, fundamentally, that have
developed a spirit of mutual accommo-
dation. But these latter characteristics of
identity and accommodation can change
over time and should not simply be
treated as static and given.

Institutionally, evidence shows that
federations with a very small number of
constituent units are hard to manage.
But it is less clear what are the universal
merits of parliamentary versus presiden-
tial-congressional institutions (would
the USA really be better with a parlia-
mentary regime?) or what is the “best”
model for upper houses (would the
German model really suit India?).

Highly diverse federations need poli-
cies for dealing with several languages.
While language can be deeply divisive,
many federations have reached consen-
sus and “settled” the issue. But it is
striking how different their approaches
are: fairly strict territorially-based lan-
guage rights in some cases; more diffuse,
individually based rights in others. Itis
not obvious which is “best”.

On fiscal federalism, we know much
about techniques to limit destructive tax
competition and leakage, to promote tax
harmonization and efficient collection,
and to equalize fiscal capacity across a
federation. But appropriate techniques—
and even objectives—in a particular
federation may depend heavily on its
sense of shared community, equity and
the division of sovereignty.

While such questions rarely reveal a
single “best practice’, there is still much
to learn from successful and unsuccess-
ful experiences, and from more general
reasoning about institutions, economics
and political philosophy. This does not
always make for quick and easy answers,
but the scarcity of universal “best prac-
tices” should not detract from the value
of comparative federal studies.

George Anderson is the president and chief executive officer of the Forum of Federations.
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