
By BrIAN NICholSoN
 

EEP IN THE AMAzON JUNgLE, THERE’S ALTAMIRA, A SPARSELy 
populated municipality, bigger than most U.S. 
states, covered with rainforest and Indian reserva-
tions. Nearly 2,000 kilometres away sits Diadema; a 
densely packed, low-rent sprawl in the grimy indus-
trial belt around São Paulo, the largest metropolitan 

area in the southern hemisphere. Uniting them both is the chal-
lenge facing Brazil’s local leaders, how to improve living 
standards in a decentralized, three-tier federal system in which 
the balance between resources and obligations can often seem 
lopsided.

Altamira, which covers 159,700 square kilometres, cuts a 
swath through the south-east Amazon in the state of Pará. It is 
by far the largest of Brazil’s 5,560 municipal districts – local offi-
cials like to claim the world record – although the population of 
100,000 is dwarfed by 14 Brazilian municipalities with one mil-
lion or more people. Although Altamira is mainly rural, its 
population is heavily concentrated in the municipal seat, where 
jobs are scarce. 

“Our biggest challenge is the lack of work,” Deputy Mayor 
Silveiro Albano Fernandes said in an interview. The scarcity of 

employment is caused by a primitive, undeveloped economy 
that has a low tax base, generating insufficient revenues to 
spend on a better infrastructure and education, which could 
help attract investment and generate jobs. “we do what we can, 
but there’s simply not enough to go around; if we build one 
school, we can’t repair another,” Fernandes said.

Municipal transport by plane
The daunting size of the municipality of Altamira compounds 
the problem. Mayor Odileida Sampaio was away visiting an 
outlying district, Fernandes said in the interview, and would be 
gone for several days. Parts of her turf lie three hours away by 
single-engine plane, with the flights mostly skimming virgin 
forest. The alternative is a circuitous, 1,400-kilometre expedi-
tion along mainly earth roads wending through eight 
neighbouring municipalities.

“A municipality is easier and cheaper to administer if it’s 
smaller with a higher concentration of people, rather than vari-
ous remote rural communities,” Fernandes said. “If we need to 
build a health centre, for example, we have to provide one for a 
community of maybe 1,000 people or less. But it could serve 
5,000.”

The federal constitution determines that Brazil’s local gov-
ernments can raise taxes themselves, mainly on property and 
services, but they also receive shares of a host of other revenues 
from the federal and state spheres. Economists josé Roberto 
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districts have same powers, but face radically different challenges

Brian Nicholson of São Paulo is a British economic journalist who 
has lived in Brazil for 30 years. 
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A slum fronts on the hilton hotel in Sao Paulo. Brazil’s cities generate wealth, but not enough revenue to meet the needs of their residents. 
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Afonso and Erika Amorim Araujo wrote in the world Bank’s 
2006 book Local Governance in Developing Countries that 
Brazilian municipalities raised 5.5 per cent of all taxes in the 
country, but ended up spending 17.1 per cent, thanks to trans-
fers. In 2005, local governments raised US$17.1 billion and spent 
US$52.8 billion– an average of US$9.5 million per mayor. 
Current dollar values are probably 40 to 50 per cent higher 
because of economic growth, increased tax revenue and, 
mainly, a stronger local currency.

Altamira, with a budget of about US$32 million this year, 
more than 90 per cent of it from federal and state governments, 
is ahead of the pack. The lion’s share of transfers is related to 
population size, and Altamira has three times the national aver-
age. But the huge distances create problems that are only partly 
compensated for by the smaller adjustments made to some 
transfers to help compensate for the vast land area. Overall, 
Fernandes said, it’s a bad business being big.

Ban on dividing municipalities
The obvious solution is to split up into several smaller munici-
palities, initially probably three or four. local officials have 
been planning such a move for some time. But in 1997, the 
Federal Congress placed a 10-year freeze on all municipal sub-
division moves. 

Until 1988, municipalities were created by, and in many ways 
subordinated to, state governments, which now number 26, 
plus the Federal District. In 1988, a new federal constitution, 
introduced after the end of the military dictatorship, gave 
municipalities independent status and made their creation a 
matter for local plebiscites. Their number rose dramatically, 
increasing by 24 per cent since 1990. In many cases, the new 
administrative units lacked viable size and reflected more a 
desire by local political leaders to expand their power bases. 
The net result was a diversion of public resources into legisla-
tive and administrative structures, “at the expense of more 
productive spending on, for instance, social programs and 
urban infrastructure,” according to a world Bank report. The 
moratorium prevents Altamira from resolving part of its prob-
lem, but the deputy mayor said its leaders hope to move ahead 
with subdivision by 2009.

Another source of constant irritation is land use. Fernandes 
estimates about two-thirds of the municipality is taken up with 
various kinds of reserves, including Indian reservations, 
national forests and environmental reserves. Most come under 
federal jurisdiction while others are state-controlled. Either 
way, it’s municipal territory over which the local authority has 
no control. 

“Two or three years ago, the state government produced an 
economic and ecological zoning plan for the whole state, tell-
ing us what could happen in each area; for example arable 
agriculture, pasture, preservation and so on. But we were hardly 
consulted. Things like that tend to come down from top to bot-
tom, in final form,” Fernandes said.

Compounding the problem is that many rural properties 
have unreliable title deeds. “Some people have been occupying 
an area for 15 or 20 years, and still can’t get good documents,” he 
said. Often the solution lies in state or federal hands, depend-
ing on where the contested land might be. But as long as such 
questions are unresolved, the loss is municipal, because with-
out proper title deeds, the land owner cannot get authorization 
for development projects. For example, sustainable exploita-
tion of timber could create jobs and boost the local economy.

From forests to factories
More than 2,000 kilometres to the south, Mayor josé de Filippi 
jr. has basically the same constitutional and legal instruments 
to handle what is in many ways a different situation. just 50 
years ago, Diadema was a quiet town of 8,000 people about 16 
kilometres southwest of the city of São Paulo. But Diadema 
missed out on the huge post-war investments that brought 
general Motors, Ford and volkswagen to better-located areas 
nearby, and consequently failed to form a prosperous middle 
class. Today, its 390,000 mainly poor inhabitants are packed 
into 30.7 square kilometres of urban sprawl within the seem-
ingly endless industrial hinterland of greater São Paulo. 

when Brazil opened its economy to foreign competition in 
1990, this sparked a large exodus of traditional industry from 
the São Paulo metropolitan region to lower-cost locations 

[CONTINUED ON PAgE 21 ]
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Brazil: another view of the  
two cities
By FErNANdo rEzENdE

It may seem at first glance that Altamira – in the Amazon basin 
- has a bad deal in comparison to urban Diadema, but the 
actual situation is not quite as simple as that.
The economic problems that Altamira faces – environmental 
barriers that keep it from exploiting its natural resources and a 
lack of jobs – are beyond the scope of the local administrators’ 
responsibilities. Altamira’s problems will not be solved by lift-
ing the ban on dividing large rural municipalities. 
On the other hand, Diadema benefited from the dispersion of 

the manufacturing industry around different parts of the São 
Paulo Metropolitan area. getting a share of industrial plants 
helped to boost its finances and therefore to improve living 
conditions in the city. 
The finances of large rural municipalities and small metropol-
itan ones respond to very different factors. Rural 
municipalities depend heavily on federal transfers and small 
cities depend on their share of their states’ value added tax.
would Altamira be better off if its urban core could secede 
from the vast rural hinterland? In my opinion, no. 
The suggestion by Altamira administrators that “the obvious 
solution is to split into several smaller municipalities” simply 
exports Altamira’s problem from the city centre to rural areas, 
which could end up worse off than before. 
what Altamira really needs is a better coordination of federal, 
state and local policies to increase its prospects for 
development.
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Fernando Rezende is a Professor at the Brazilian School of Public 
Administration of the Getulio Vargas Foundation.
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state governments. These two orders of government both con-
tribute to paying for education, health and welfare facilities in 
municipalities. The central government, with matching funds 
from the states, recently launched the huge Nehru Urban 
Renewal Program to provide funds for infrastructure develop-
ment in cities. 

Seats reserved for women
The situation is equally difficult for municipalities at the village 
level. when one-third of all village council seats were reserved 
for women a decade ago, more than one million women were 
elected to village councils, called panchayats. Separate quotas 
were also established at that time for socially marginalized 
groups, including those castes and tribes that are granted spe-
cial status under the Indian Constitution. 

India’s panchayats go back centuries, if not millennia. The 
culture of these councils is quite different from that of large cit-
ies. The central government in New Delhi even has a “Minister 
of Panchayati Raj,” who is concerned solely with village affairs.

In the village of Chuttumail Doks on the India-Pakistan bor-
der, the government primary school was not operating and the 
dropout rate for children studying up to grade seven was so high 
that the school-age population was down to 17.  A 40-member 
village Education Committee made up of panchayat members 
and parents decided to take matters into their own hands. Every 
villager was asked to pay 10 rupees per month to build up a 
small fund to be used to hire additional teachers and purchase 
computers for the school. The result was a dramatic rise in 
school enrolment, which rose to 85 children. Neighbouring dis-
tricts now want similar education committees to be set up in 
their villages.

Digging wells
Political parties dominate both village panchayat and munici-
pal corporation elections. Candidates are selected according to 
their political affiliations, with huge amounts of money spent 
on these elections. yet despite the diversion of politics, there 
were significant non-partisan efforts, in many cases spear-
headed by the women, transforming the landscape of their 
villages by digging wells and installing hand pumps, building 
roads and public toilets, and also facilitating the building of 
schools and community centres. 

Mayors and city council members are demanding greater 
autonomy. At present, they complain that they are facing 
increasing pressure from not being able to carry out projects 
that would help their cities. Panchayat experts believe that, 
except for Kerala, most state governments have not devolved 
power to the panchayats, the majority of whom are now work-
ing only in poverty alleviation programs, and not in other key 
areas that should have been given to them following the pas-
sage of the Panchayati Raj Amendment.

India’s experiments with grassroots democracy and local self 
governance are coming of age. Slowly but surely, ordinary citi-
zens in big cities and small villages are learning to wield political 
power, and use it effectively and responsibly to improve their 
own lives as well as the lives of those in the communities around 
them. 

BRAzIL - [FROM PAgE 14]

within the state, or out of it. Diadema, the “ugly duckling” of the 
industrial south side, perhaps had less to lose, but it also had 
less to fight with. At the same time, starting in the mid-1990s, 
mayors faced severe budgetary constraints under a public-sec-
tor squeeze imposed by the federal government to end 
hyperinflation that had plagued Brazil since the mid-1980s.

“Cities faced new challenges, partly because of the new real-
ity of the Brazilian economy, but also because of the new world 
economic order,” the mayor said. “we had to start fighting for 
economic development within the context of globalization that 
was more and more hostile, more and more competitive.” That 
meant working more efficiently, reducing costs and creating 
attractive conditions for new investment.

Escaping urban decay
Using a special team of policy advisers, Filippi – mayor in 1993-
96 and again in 2001-08 – has managed to escape the 
low-revenue, low-investment trap, boosting tax revenue and 
spending the new funds in ways that attract further investment. 
Industrial output rose seven per cent in 2006 and another four 
per cent in 2007, after falling for eight straight years. The munici-
pal budget is up 70 per cent in real terms from 2001, to a 
projected 2008 level of about US$270 million. his key measures 
include:

• Urban violence: In 1999, the municipality had the highest 
murder rate of the São Paulo metro region, at 109 per 
100,000 population. The murder rate fell 59 per cent, thanks 
to a 2002 decree forcing all bars to close at 11 p.m. – a mea-
sure that sparked widespread interest in other cities.

• Urban development: Diadema built three large flood con-
trol reservoirs to catch water from heavy rains. This allowed 
development of low-lying areas, one of which attracted a 
major industrial investor who is now the city’s largest single 
taxpayer.

• Urban renewal: New sidewalks, public lighting, street repair, 
litter bins, park benches and flower beds help create a more 
pleasant environment, which in turn becomes a safer envi-
ronment, including for investors. “we make small 
revolutions – three years ago, one neighbourhood had 40 
small commercial establishments, now it has 250. That’s a 
lot of investment in small business, shops and services, and 
consequently a bigger tax base. This is a direct conse-
quence of urban renewal,” the mayor said.

• Creative incentives: Diadema shunned simple tax breaks, 
but offered reduced land taxes for investors who increased 
payments of other taxes. 

• Social spending: Infant mortality declined to 12.9 per 1,000 
births in 2006 from 85 in 1983 – improving from double the 
state average to slightly better than average.

“The best investment any mayor can make is in social pro-
grams,” Filippi said. In Diadema, innovation by municipal 
leaders has made real improvements. For rural municipalities 
like Altamira to make comparable gains, a stronger role for local 
municipalities in joint planning with the state and federal gov-
ernments could allow such local innovations to begin. 
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