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overning always has a territorial dimension.

Rulers need to extract resources from their
territory while also retaining the willingness of the
population to remain within the states orbit. To
achieve these ends, the modern state consists of an
intricate network of organizations, typically con-
sisting of:

the central government

the central governments offices in the provinces
regional or provincial governments

local authorities

the European Union (for member states).

Governance in all established democracies com-
prises several levels with extensive flows of com-
munication, money and influence between them.
Multilevel governance is the term used to describe
how policy-makers and experts in particular
sectors (e.g. transport, education) negotiate across
levels, seeking to deliver coherent policy in their
specific area.

Clearly, the balance between these assorted tiers
raises important questions of democratic gover-
nance. Who initiates policy? Who funds it? Who
executes it? Who is accountable for it? And, in
view of September 11, how well can such intricate
networks respond to national emergencies?

In this chapter, we examine the two basic solu-
tions to the territorial organization of power:
federal and unitary government. We then turn to

the lowest level of authority within the state, local
government, before examining the patterns of sub-
national government found in new democracies
and authoritarian regimes.

Definition

Multilevel governance emerges when several
tiers of government share the task of regulating
modern society. Expert networks form within
particular policy sectors, cutting across tiers and
often extending to relevant interest groups.
Multilevel governance inheres in a federation but
the term is also used in discussing unitary states,
particularly in the context of the relationship
between the European Union and its mainly
unitary members (Hooghe and Marks, 2001).

See also pluralism (p.177).

Federalism

Federalism is a method for sharing sovereignty,
and not just power, between governments within
a single state. It is a constitutional device, presup-
posing a formal political agreement establishing
both the levels of government and their spheres
of authority. So, like the constitutions within
which they are embedded, federations are always
a deliberate creation. The United States gave us
the first modern constitution and, as part of
the settlement reflected in that document, it
established the worlds first and most influential
federation.

In a federation, legal sovereignty is shared
between the federal (or national) government and
the constituent states (or provinces). Neither level
can abolish the other. It is this protected position
of the states, not the extent of their powers, which
distinguishes federations (such as the USA and
Canada) from unitary governments (such as the
UK and France). Multiple levels of governance are
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integral to a federation whereas in a unitary system
sovereignty resides solely with the centre and lower
levels exist at its pleasure.

A federal constitution allocates specific functions
to each tier. The centre takes charge of external
relations  defence, foreign affairs and immigra-
tion and some common domestic functions such
as the currency. The functions of the states are
more variable but typically include education, law
enforcement and local government. Residual
powers may also lie with the states, not the centre
(see Box 13.1).

In nearly all federations the states have a guaran-
teed voice in national policy-making through an
upper chamber of the assembly. In that chamber
each state normally receives equal, or nearly equal,
representation. The American Senate, with two
senators per state, is the prototype. In unitary
states, by contrast, the rationale for an upper
chamber is less clear. Indeed, most legislatures in
unitary states consist of only one chamber.

Definition

Federalism is the principle of sharing sover-
eignty between central and state (or provincial)
governments; a federation is any political
system that puts this idea into practice. A con-
federation is a looser link between participating
countries which retain their separate statehood.
A confederation does not create a new central
government with a direct relationship to its citi-
zens (Lister, 1996).

The natural federal structure is for all the states
within the union to possess identical powers under
the constitution. However, reflecting national cir-
cumstances, some federations are less balanced.
Asymmetric federalism arises when some states
within a federation are given more freedom than
others. In Canada, for example, Quebec national-
ists have long argued for special recognition for
their French-speaking province. Asymmetric feder-
alism is a natural response to differences in power

BOX 13.1

Type of allocation Canada

The allocation of functions in the Canadian and German federations

Germany

Exclusive jurisdiction (functions
allocated entirely to one level):

government

Concurrent jurisdiction (functions
shared between levels):

Residual powers (the level
responsible for functions not
specifically allocated by the
constitution):

Source for Germany: Jeffery (2003)

The national government
exclusively controls 29 functions,
including criminal law, the
currency and defence.

The provinces control all matters
of amerely local or private nature
in the province, including local

Both the national and provincial
governments can pass laws dealing
with agriculture and immigration

The national parliament can make
laws for the peace, order and good
government of Canada

The federal governments
responsibilities include defence,
citizenship, immigration and the
internal market

No specific powers are explicitly
granted to the Lander but the
provinces implement federal laws in
their own right

Concurrent powers include criminal
law and employment. A
constitutional amendment in
1969/70 created a new category of
joint tasks, including regional
economic policy and agriculture

Any task not otherwise allocated
remains with the Lander
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and culture between regions within a federation.
However, the solution carries its own dangers. The
risk is that a spiral of instability will develop as the
less favoured states seek the privileges accorded to
more autonomous provinces.

Federations must be distinguished not just from
unitary states but also from confederations. In the
latter, the central authority remains the junior
partner; it is merely an agent of the component
states. The classic instance of a confederation is
the short-lived system adopted in 1781 in what is
now the United States. The weak centre,
embodied in the Continental Congress, could
neither tax nor regulate commerce. It also lacked
direct authority over the people. It was the feeble-
ness of the Articles of Confederation that led to
the drafting of a federal constitution, and to the
creation of the United States proper, in 1787.

Federalism is a recognized solution to the
problem of organizing the territorial distribution
of power. Elazar (1996, p. 426) counts 22 federa-
tions in the world, containing some two billion
people or 40 per cent of the worlds population
(for some examples see Table 13.1). Federalism is
particularly common in large countries, whether
size is measured by area or by population. Four of
the worlds largest states by area are federal:
Australia, Brazil, Canada and the United States. In
India, ten out of 25 provinces each contain more
than 40 million people, providing the only real-
istic framework for holding together such a large
and diverse democracy. Germany, the largest

European country by population, exemplifies fed-
eralism on that continent.

In theory, there are two routes to a federation:
either by creating a new central authority or by
transferring sovereignty from an existing national
government to lower levels. Stepan (2001, p. 32)
calls these methods coming together and holding
together . In practice, coming together predomi-
nates; federalism is almost always a compact
between previously separate units pursuing a
common interest. The United States, for instance,
emerged from a meeting of representatives of 13
American states in 1787. Similar conventions,
strongly influenced by the American experience,
took place in Switzerland in 1848, Canada in
1867 and Australia in 1897/98.

So far, restructuring as a federation to hold a
divided country together is a rare occurrence.
Belgium is the main example. First established in
1830, Belgium has been beset by divisions between
its French- and Dutch-speaking  regions.
Constitutional revisions in 1970 and 1980
devolved more power to these separate language
groups. In 1983, Belgium finally proclaimed itself a
federation of three parts: French-speaking Wallonia,
Dutch-speaking Flanders and Brussels, the predom-
inantly French-speaking capital located in the
Dutch-speaking part of the country (Arel, 2001).
The Belgian experience does suggest that federation
can be an alternative to disintegration, a lesson of
value to other states confronting strong divisions of
ethnicity, language, religion and culture.

Table 13.1 Some federations in established democracies

Year established Area Population Number of states
as a federation (sg. km, thousands) (million), 2002 within the federation
United States* 1776 9,373 290 50
Canada* 1867 9,976 32 10
Switzerland 1874 41 7 26
Brazil 1891 8,512 182 27
Australia 1901 7,687 20 6
Germany* 1949 357 82 16
India 1950 3,288 1,050 25
Belgium 1983 30 10 3

* For profiles, see p. 147 (USA), p. 232 (Canada), p. 94 (Germany).




FEDERAL, UNITARY AND LOCAL GOVERNMENT 231

What, then, provokes distinct peoples to set out
on the journey to a federation? Motives are more
often negative than positive: fear of the conse-
guences of remaining separate overcomes the
natural desire to preserve independence.
Historically, the most common aspiration has
been to secure the military and economic bonus
accruing to large countries. More recently,
however, interest in federalism has focused on its
potential in enabling people with conflicting iden-
tities to continue to live together within a single
state, as in Belgium.

Riker (1975, 1996) emphasizes the military
factor. He argues that federations emerge when
there is an external threat. The American states,
for instance, joined together in 1789 partly
because they felt themselves to be vulnerable in a
predatory world. When large beasts are lurking in
the jungle, smaller creatures must gather together
for safety. Or, as the American statesman
Benjamin Franklin (1706 90) put it, we must
indeed all hang together or, most assuredly, we
shall all hang separately (Jay, 1996, p. 142).

The military case for forming new federations is
currently rather weak, given the paucity of major
wars in the twenty-first century. Even when a
common threat such as terrorism does emerge,
coordination between existing states serves the
purpose more readily than sharing sovereignty
through a new federation.

But it would be wrong to regard military
motives as the sole reason for federation-making.
The federal bargain has also been based on the
economic advantages of scale. Even the Australian
and American federalists felt that a common
market would promote economic activity. But
again, federation now seems to be a rather convo-
luted way of securing gains from trade.
Straightforward free trade areas (FTAs) between
neighbouring countries are proving to be a more
popular way forward. Unlike federations, FTAs
imply no risk to sovereignty.

As military and economic arguments for
forming new federations have weakened, so
interest in ethnic federalism has grown apace. The
Belgian experience shows that federations are
useful for bridging ethnic diversity within a
divided society; they are a device for incorporating
such differences within a single political commu-

nity. People who differ by descent, language and
culture can nevertheless seek the advantages of
membership in a shared enterprise.

The Indian federation, for instance, has so far
accommodated growing religious tensions between
Hindus, Muslims, Sikhs and Christians. On a
smaller scale, the Swiss federation integrates 23
cantons, two and a half languages (German and
French, plus Italian) and two religions (Catholic
and Protestant). Building on such experience,
advocates of ethnic federalism claim that it may
help to integrate ethnic groups in post-Taliban
Afghanistan and post-Saddam Iraq. A Kurdish
leader in lIraq expressed the spirit of ethnic feder-
alism when, amid the jockeying for position after
the American invasion in 2003, he said, the new
constitution cannot be a constitution of the
majority. It must be a constitution of the entirety
(Clover, 2003).

Federal state relations

The relations between federal and state govern-
ments are the crux of federalism. A federal frame-
work creates an invitation to struggle between the
two levels and indeed among the states themselves.
Federalism creates both competition and the
means of its containment. In this section, we dis-
tinguish between two traditional views of feder-
alism before examining some practical similarities
in the workings of contemporary federations.

Dual and cooperative federalism

It is helpful to distinguish between dual and coop-
erative federalism. The former represents the
federal spirit and remains a significant theme in
American culture; the latter is an important ideal
within European thinking and takes us closer to
the realities of federal governance.

Reflecting the original federal principle as con-
ceived in the United States, dual federalism means
that the national and state governments operate
independently, each tier acting autonomously in
its own sphere, and linked only through the con-
stitutional compact. In the circumstances of eigh-
teenth-century America, such separation was a
plausible  objective; extensive  coordination
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Profle CANADA

Population: 32m.

Gross domestic product per head:
$29,300.

Self-reported ethnic origin (six largest

groups):
German, 2.7m .
' 11.1]
Irish, 3.8m Canadian, m
Scottish, 4.2m
French,4.7m English,6.0m

Form of government: a federal parlia-
mentary democracy with ten
provinces. Most Canadians live in
Ontario or Quebec.

Legislature: the 301-seat House of
Commons is the lower chamber. Most

unusually for a federation, the 104
members of the Senate, the upper
chamber, are appointed by the prime
minister, not selected by the
provinces.

Executive: the prime minister leads a
cabinet whose members he selects
with due regard for provincial repre-
sentation. A governor-general serves
as ceremonial figurehead.

Judiciary: Canada employs a dual
(federal and provincial) court system,
headed by a restrained Supreme
Court. In 1982 the country introduced
the Canadian Charter of Rights and
Freedoms.

Electoral system: a plurality system with
single-member districts. This produces
massive swings and distortions in rep-
resentation in the Commons yet elec-
toral reform is rarely considered (see
Table 9.1, p. 150).

Party system: the party system is
strongly regional, with the governing
Liberals dominating the key province
of Ontario. The main opposition
parties are currently the Parti
Qu@bgcois (PQ) and the Western-
based Alliance. The once-powerful
Conservatives and the left-wing
New Democratic Party are smaller
opposition parties.

Canada is a large country with a relatively small popu-
lation. Its land mass is the second largest in the world
but its population is little more than a tenth of its
powerful American neighbour. Most Canadians live in
urban settlements in a 100-mile strip bordering the
United States. Canadas economy depends heavily on
the USA, a relationship reinforced by the formation of
the North American Free Trade Association in 1994,

Reflecting British influence, Canadas constitution,
originally set out in the British North America Act of
1867, established parliamentary government in a cen-
tralized federation. Since then, Canada has moved
from a highly centralized political situation to one of
the most decentralized federal systems in the world
(Landes, 1995, p. 101). This reflects the central issue of
Canadian politics: the place within it of French-
speaking Quebec. This division goes back to the
country s origins. From the sixteenth century, France
and then Britain colonized the territories of Canada,
inhabited at that time by around ten million indige-
nous people. Britain finally defeated the French in
1759.

For many Francophones, Canada consists of two
founding peoples the British and French  whose
status should be equal. This is taken to imply that
Quebec should be more than just one among ten
provinces. Since the 1960s a revived nationalist party
in Quebec has sought to implement this vision.
However the federal response has been to decen-
tralize power to all provinces, not Quebec only. In

Quebec itself, the PQ, elected to power in 1994, held a
provincial referendum in 1995 on sovereignty associa-
tion for Quebec. This would have combined political
sovereignty for Quebec with continued economic
association with Canada. The proposal lost by the nar-
rowest of margins. Subsequently, the issue of constitu-
tional reform declined in intensity, with the PQ voted
out of office in 2003.

Even so, the regional foundations of Canada remain
central to its politics. An earthquake election in 1993
saw the national emergence not just of the PQ but
also of the Western-based Reform Party (now the
Canadian Alliance). The Alliance is a populist party
which seeks to make members of parliament more
responsive to local electorates. Thus Canadas contem-
porary politics are an uneasy balance between
national and regional parties, and of pro- and anti-
system themes. The question what is Canada?
remains permanently on the table, never to receive a
final answer.

Yet as Williams (1995, p. 69) writes,

despite all Canadas domestic turmoil, it is endowed
with a responsive federal system. Over time this has
created a good safe place to raise a family and earn
a crust, the ultimate test of a states obligations to
its citizens.

Further reading: Bakvis and Skogstad (2002), Burgess
(2001).
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between federal and state administrations was
judged to be neither necessary nor feasible.

In particular, the federal government was
required to confine its activities to functions
explicitly allocated to it, such as the power to lay
and collect taxes, to pay the debts and provide for
the common defence and welfare of the United
States . In the world after 9/11, providing for the
common defence has of course again become a
pivotal and complex task, calling for cross-level
collaboration. However, James Madison, one of
the Founding Fathers, believed that such times
would be exceptional and that in the main the
states would be free to follow their own course
(Hamilton, 1788a, p. 237):

The operations of the federal government will
be most extensive and important in times of war
and danger; those of the State governments in
times of peace and security. As the former
periods will probably bear a small proportion of
the latter, the State governments will here enjoy
another advantage over the federal government.

Perhaps always a myth, dual federalism has long
since disappeared, overwhelmed by the demands
of an integrated economy and global war long
before the arrival of terrorist threats. Even so, it
expresses an implicit if unrealizable strand in
federal thinking.

Definition

Dual federalism, as originally envisaged in the
USA, meant that national and state governments
retained separate spheres of action. Each level
independently performed the tasks allocated to
it by the constitution. Cooperative federalism,
as practised in Germany, is based on collabora-
tion between levels. National and state govern-
ments are expected to act as partners in
following the interests of the whole.

The second approach is cooperative federalism.
This interpretation is favoured in the main by
European federations, especially Germany. While
federalism in the USA is based on a contract in
which the states join together to form a central
government with limited functions, the European
form (particularly in Germany) rests on the idea of

cooperation between levels. Such solidarity
expresses a shared commitment to a united society;
federalism displays organic links that bind the par-
ticipants together. The moral norm is solidarity
and the operating principle is subsidiarity: the idea
that decisions should be taken at the lowest feasible
level. The central government offers overall leader-
ship but leaves implementation to lower levels a
division rather than a separation of tasks.

Cooperative federalism lacks the theoretical sim-
plicity of the dual model but, as a more recent
form, it provides a realistic account of how federal
governance proceeds in practice. It also reflects a
distinctly European approach born from the desire
to overcome that continents long history of con-
flict. Along with proportional representation and
coalition government, cooperative federalism aims
to ensure social peace by awarding major interests
a share in decision-making.

Consider German cooperative federalism in
more detail. Imposed by the Allies in 1949 as a
barrier against dictatorship, federalism represented
a return to the countrys strong regional roots.
Federalism is reflected in the countrys official
title, the Federal Republic of Germany, and under
the Basic Law Germanys federal character cannot
be amended. Federalism quickly became an
accepted part of the postwar republic (Umbach,
2002).

From its inception, German federalism was
based on interdependence, not independence. All
the L nder (states) are expected to contribute to
the success of the whole; in exchange, they are
entitled to be treated with respect by the centre.
The federal government makes policy but the
L nder implement it, a division of labour
expressed in the constitutional requirement that
the L nder shall execute federal laws as matters of
their own concern. Because the provinces are the
implementing agent, they must first approve bills
affecting them through parliaments upper
chamber, the Bundesrat. Further, the constitution
now explictly defines some joint tasks, such as
higher education, where responsibility is shared.

These mechanisms of interdependence have
been reinforced by the powerful Constitutional
Court, which has encouraged the participants to
show due sensitivity to the interests of other actors
in the federal system.
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Although German federalism remains far more
organic than its American equivalent, its coopera-
tive ethos has come under some pressure from
growing economic inequalities between L nder,
particularly since unification. The political reality
is that significant competition now exists along-
side the tradition of solidarity (Jeffery, 2003).

Federalism in practice

Whatever their origins or philosophy, most federa-
tions have witnessed growing interdependence
between the two tiers. The German notion of
joint tasks has become an administrative reality in
all federations, a fact which led McDonald and
McDonald (1988) to write their obituary for tra-
ditional dual federalism in the USA. The talk now
is of intergovernmental relations in the United
States, of executive federalism in Canada and of
multilevel governance in Europe. All such phrases
point to an intermingling between tiers, implying
that policy is made, funded and implemented by
negotiation between levels (Simeon and Cameron,
2002).

In the game of central state relations, the
central government tended to gain influence for
much of the twentieth century. Partly, this trend
reflected the centres financial muscle (see Box
13.2). The flow of money became more favourable
to the centre as income tax revenues grew with the
expansion of both the economy and the work-
force. Income is invariably taxed mainly at
national level because otherwise people and corpo-
rations could move to low-tax states. By contrast,

the states must depend for their own indepen-
dently raised revenue on sales and property taxes, a
revenue source that is smaller and less dynamic
than income tax. This shift in financial strength is
clearly seen in Australia, where most of the states
revenue now comes from the federal government.

In the United States, an economic decline in the
early years of the twenty-first century led to a
further deterioration in the financial position of
the states. Many found themselves hamstrung by
the requirement of their own state constitutions to
run a balanced budget. This obligation does not
apply to national government, a fact the free-
spending George W. Bush sought to exploit in his
campaign for reelection to the White House in
2004. In the United States, as in most federations,
states lack the financial flexibility available to the
central government and in consequence they are
more sensitive to economic trends (Braun et al.,
2003).

But the enhanced authority of the centre in
federal systems has been more than a financial
matter. More than anything, it reflects the emer-
gence of a national economy demanding overall
planning and regulation. To take just one example,
when California experienced an electricity
shortage in 2000, the federal government
inevitably became involved as the state began to
draw in power from surrounding areas. Similarly,
power cuts on the Eastern seaboard three years
later exposed the weaknesses of an electricity grid
partly controlled by fifty separate states. Equally,
national planning is needed to forestall the absur-
dity of highways ending at a states borders.

BOX 13.2

Form of transfer Definition

Financial transfers from the federal government to states

Categorical grants
Block grants
Revenue-sharing

Equalization grants

states.

For specific projects (e.g.a new hospital)
For particular programmes (e.g. for medical care)
General funding which places few limits on the recipients use of funds

Used in some federations (e.g. Canada and Germany) in an effort to harmonize
financial conditions between the states. Can create resentment in the wealthier
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The broader expansion of public functions has
also worked to the centres advantage. The wars
and depressions of the twentieth century invari-
ably empowered the national government. Such
additional powers, once acquired, tended to be
retained. And the postwar drive to complete a
welfare state offering equal rights to all citizens,
wherever they live, enhanced the central power
still further. Of the major Western federations,
only Canada has seen a long-term drift away from
the centre.

The changing balance between tiers of govern-
ment is reflected in decisions by constitutional
courts. Generally, the courts have acceded to
central initiatives, particularly when justified by
national emergencies. In the rulings of the US
Supreme Court, federal law prevailed over state
law for most of the twentieth century. In Australia,
decisions of the High Court have favoured the
centre to the point where some commentators
regard federalism as sustained more by political
tradition than by the constitution.

However, in the 1990s a number of courts did
make some efforts to restore at least some
autonomy to the states. In the USA a more con-
servative Supreme Court used states rights to
strike down a number of congressional laws. In
United States v. Lopez (1995), for example, the jus-
tices declared unconstitutional a federal law
banning possession of a gun within 1,000 feet of a
school. The Court ruled such matters to be a pre-
serve of the states. Temporarily, at least, ideological
fashion had moved back in favour of the states
(Goodman, 2001).

Assessing federalism

What conclusions can we reach about the federal
experiment? An overall assessment is particularly
relevant in the twenty-first century as governments
seek a way of enabling different ethnic groups to
live together in the same territory.

The case for federalism is that it offers a natural
and practical arrangement for organizing large
states. It provides checks and balances on a territo-
rial basis, keeps some government functions closer
to the people and allows for the representation of
ethnic differences. Federalism reduces overload in

the national executive, preventing the over-central-
ized character of some unitary states such as
Britain and France.

In addition, the existence of multiple provinces
produces healthy competition and opportunities
for experiment. As the American Supreme Court
Justice Brandeis wrote in New State Ice Co. V.
Liebmann (1932), a single courageous state may .
. . try novel social and economic experiments
without risk to the rest of the country. Citizens
and firms also have the luxury of choice: if they
dislike governance in one state, they can always
move to another.

Above all, federalism reconciles two modern
imperatives: it secures the economic and military
advantages of scale while retaining, indeed encour-
aging, cultural diversity. For such reasons, forming
a federation can certainly be considered a realistic
and tested option for diverse and often divided
countries. As van Deth (2000, p. xv) comments,
the rewards of federalism are evident when the
alternatives of secession, oppression and war are
considered .

But a case can also be mounted against feder-
alism. Compared to unitary government, decision-
making in a federation is complicated and
slow-moving. When a gunman ran amok in
Tasmania in 1996, killing 35 people, federal
Australia experienced some political problems
before it tightened gun control uniformly across the
country. By contrast, unitary Britain acted speedily
when a comparable incident occurred in the same
year at a primary school in Dunblane, Scotland.
When the American president moved quickly to set
up a new Department of Homeland Security after
September 11, 2001, one of his motives was pre-
cisely to improve coordination between tiers of gov-
ernment in the American federation. It may well be
that some of the security failings revealed on 9/11
will eventually be laid at federalisms door.

Federal policy-making is focused on compro-
mise rather than problem-solving. Federations are
at risk from what Scharpf (1988) terms the joint
decision trap: the tendency for the quality and
even the number of decisions to decline as the
number of interests increases. Why, for instance, is
Germanys new high-speed rail service between
Frankfurt and Cologne slowed by a stop in the
tiny town of Montabaur (population 13,000)?
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Because otherwise there would be no stops in
Rhineland-Palatinate, a province through which
the line passes.

Further, federalism complicates accountability.
Negotiations between levels take place away from
the public gaze, bypassing the legislature and pro-
viding opportunities for politicians to pass the
buck to the other level. Also, federalism distributes
power by territory when the key conflicts in
society are social (e.g. race and gender) rather than
spatial. Federations empower neither the national
majority nor the main minorities. Today, free trade
areas are a simpler method of securing the eco-
nomic advantages of scale.

Fundamentally, though, any final judgement of
federalism must depend on taking a view of the
proper balance between the concentration and dif-
fusion of political power. Should power rest with
one body to allow decisive action? If so, federalism
is likely to be seen as an obstacle and impediment,
as an anti-democratic device. Alternatively, should
power be dispersed so as to reduce the danger of
majority dictatorship? Through this lens, feder-
alism will appear as an indispensable defence of
liberty.

Unitary government

Most states are unitary, meaning that sovereignty
lies exclusively with the central government. In

this hierarchical arrangement, the national govern-
ment possesses the theoretical authority to abolish
lower levels. Subnational administrations, whether
regional or local, may make policy as well as
implement it but they do so by leave of the centre.

Unlike federations, a unitary framework is not
always a deliberate creation; rather, such systems
emerge naturally in societies with a history of rule
by sovereign monarchs and emperors, such as
Britain, France and Japan. Unitary structures are
also the norm in smaller democracies, particularly
those without strong ethnic divisions, as in
Scandinavia. In Latin America, nearly all the
smaller countries (but none of the largest ones) are
unitary. In most unitary states, the legislature has
only one chamber since there is no need for a
states house.

After the complexities of federalism, a unitary
structure may seem straightforward and efficient.
However, the location of sovereignty is rarely an
adequate guide to political realities; unitary gov-
ernment is often decentralized in its operation.
Indeed in the 1990s many unitary states
attempted to push responsibility for more func-
tions on to lower levels. In practice, unitary states,
just like federations, involve the detailed bar-
gaining characteristic of all multilevel governance.

We can distinguish three broad ways in which
unitary states can disperse power from the centre:
deconcentration, decentralization and devolution
(see Box 13.3). The first of these, deconcentration.

BOX 13.3

Method Definition

Methods for distributing power away from the centre

Example

Deconcentration Central government functions are

executed by staff in the field
Decentralization Central government functions are
executed by subnational authorities
Devolution Central government grants some
decision-making autonomy to new
lower levels

Note: Deconcentration and decentralization occur in federal as well as unitary states.

Almost 90 per cent of US federal civilian employees
work away from Washington, DC

Local governments administer national welfare
programmes in Scandinavia

Regional governments in France, Italy and Spain
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DEBATE
A FEDERAL EUROPE?

Our understanding of federalism can be usefully
tested against the challenging case of the European
Union (EU). Leaving aside opinion on whether the EU
ought to develop as a federation, to what extent can
this singular entity already be regarded as a federa-
tion? Have those sceptics, particularly in Britain, who
would prefer the EU to be merely an intergovern-
mental organization already been left behind?

The case for

Shared sovereignty is the core feature of federalism
and by this test the Union already possesses a broadly
federal character. A comparison with the USA demon-
strates the point. Like the United States, the European
Union has a strong legal basis in the treaties on which
it is founded. In addition, plans for a formal constitu-
tion are in hand. The influential European Court of
Justice, like Americas Supreme Court, adjudicates dis-
putes between levels of government. In both cases,
court decisions apply directly to citizens and must be
implemented by member governments. In neither the
European Union nor the USA is there any provision for
member states to withdraw. Further, citizens of the
European Union, like those of the USA, are free to
reside anywhere within the Unions territory.

As with the American national government, the Union
has specific policy responsibilities, notably for the
single market. Externally, the EU is represented at inter-
national bodies such as the United Nations and it
maintains over 130 diplomatic missions. In short, in
Europe asin America sovereignty is already pooled.

The case against

To describe the EU as a federation would be to exag-
gerate its cohesion. Again, comparisons with the
American exemplar are helpful. In contrast to the USA,
the EU does not possess a common currency. Sweden
voted against the euro in a referendum in 2003 and
neither Denmark nor the UK has even put the matter
to a vote. Where the USA was designed as a federation
from the start, the EU has been built on agreeing con-
crete policies, particularly for a single market, with a
federation as a long-term aspiration. Where the
American federal government now levies national
taxes, the EU does not tax its citizens directly. The USA

fought a civil war to preserve its union; the EU has not
faced this vital test nor, without its own military force,
is it in any position to do so. As Henry Kissinger, former
American Secretary of State, is reported to have said,
When | want to speak to Europe, who do | tele-
phone?

In world politics, America is a dominant force; within
the EU, foreign and defence policy, including control
over military force, remains the preserve of member
states. The United Kingdom took part in the Irag War
of 2003 but most other member states kept their
troops at home. Surely we would not describe the
USA as a federation if each state decided separately
whether to go to war? In addition, states within the
European Union unlike American states still
possess such important markers of external sover-
eignty as membership of the United Nations.

Assessment

There is, in principle, no reason why all federations
should share the same division of functions between
levels. A unique federation is a federation still. In the
eighteenth century, the USA was still described in the
plural these United States yet no one would ques-
tion that those same states had formed a federation
(Forsyth, 1996). In a similar way, the EU represents a
pooling of some of its members sovereignty and con-
sists of institutions including a court, a parliament
and a form of executive through which sovereignty
is exercised. In these respects, the Union is more than
a confederation yet, as in the early decades of the
United States, its members retain much of their tradi-
tional autonomy. We can conclude with Burgess
(2003, p. 73) that

there is no precedent for the creation of a multina-
tional federation composed of 15 or more nation
states, with mature, social, economic political and
legal systems. In this regard the EU is a colossal and
original enterprise.

Further reading: Bednar, Eskridge and Ferejohn (2001),
Burgess (2000), McKay (2001a), Nicolaidis and Howse (2001).

See also: EU profile (p. 176).
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is purely an administrative matter, denoting the
location of many central government employees
away from the capital. The case for a deconcen-
trated structure is that it spreads the work around,
reduces costs and frees central departments to
focus on policy-making. There is, after all, no
reason in principle why such functions as taxation
or public pensions should be administered from
the capital. Indeed, field offices of central depart-
ments can benefit from local knowledge. As a

French decree of 1852 pointed out,

one can

govern from afar but must be close to administer .

The second, and politically more significant,
way of dispersing power is through decentraliza-
tion. Here, policy execution is delegated to subna-
tional bodies such as local authorities or a range of
other agencies. In Scandinavia, for instance, local
governments have put into effect many welfare
programmes agreed at national level. In a similar
way, local government in the UK serves as the

workhorse of central authority.

The third and most radical form of power dis-
persal is devolution. This occurs when the centre
grants decision-making autonomy (including
some legislative powers) to lower levels. In the
United Kingdom, devolved assemblies were intro-
duced in Scotland and Wales in 1999. But the
contrast with federations remains. Britain remains
a unitary state because these new assembles could
be abolished by Westminster through normal leg-
islation. As the English politician Enoch Powell

said, power devolved is power retained .

Spain is another example of a unitary state with
extensive devolution. Spanish regions were created
in the transition to democracy following General
Francos death in 1975. Seeking to integrate a cen-
tralist tradition with strong regional identities,

Spains constitution-makers created a complex
system in which regions could aspire to varying
degrees of autonomy. The historic communities of
the Basque Country and Catalonia quickly pro-
ceeded to the most autonomous level, with other
regions offered the prospect of a later upgrade.
The result was asymmetric devolution within the
framework of what is still, in theory, a unitary
state.

A distinctive trend within unitary states has been
the development of at least one level of government
standing between central and local authorities.
France, Italy and Spain have introduced elected
regional governments. The smaller Scandinavian
countries took a different route, strengthening and
refurbishing their traditional counties. Even a small
country like New Zealand has developed 12 elected
regional councils. In unitary states, the standard
pattern now is to have three levels of subnational
government regional, provincial and local as in
France and Italy (Table 13.2). The result is a multi-
level system that is even more intricate than the
two levels of subnational authority state and local

in a federation. Whether federal or unitary, mul-
tilevel governance has become a refrain repeated in
all established democracies.

The European Union has encouraged the
regional level within its member states. The
European Regional Development Fund, estab-
lished in 1975, stimulated regions to lobby for aid
by distributing aid directly to regions, rather than
through central governments. This squeeze on the
centre prompted some regional nationalists to pos-
tulate a Europe of the Regions in which the EU
and revived regions would exert a pincer move-
ment on national power. The notion, somewhat
exaggerated but significant in itself, was that the

Table 13.2 Subnational government in unitary states: some European examples

France Italy The Netherlands Norway
Regional level 22 regions 20 regions
Provincial level 96 départements 94 provinces 12 provinces 19 counties
Local level 36,565 communes 8,074 communes 496 municipalities 448 municipalities

Note: Figures are from the late 1990s to the early 2000s.
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European Union and the regions would gradually
become the leading policy-makers, outflanking
central governments which would be left with less
to do. In 1988, the EU further developed such
aspirations by introducing a Committee of the
Regions and Local Communities (CoR), a body
composed of subnational authorities. However,
the CoR has proved to be merely consultative.
Federal Belgium apart, national executives have
shown no sign of withering away in the manner
originally anticipated by regional enthusiasts
(Bourne, 2003).

Although regional governments can pass laws in
their designated areas of competence, their main
contribution has been in economic planning and
infrastructure development. Such tasks are beyond
the scope of small local authorities but beneath the
national vision of the centre. The Spanish region
of Valencia, for example, has sought to improve
telecommunications, roads, railways, ports and
airports. In Italy, too, regional authorities at least
outside the south  have made a notable contribu-
tion, with some left-wing parties determined to
display their competence through showpiece gov-
ernance.

So the evolution of regional government sug-
gests a move away from the original demand for
greater self-government toward a more administra-
tive role, standing between other levels of govern-
ment. In a system of multilevel governance,
regions are indeed finding their level. As Balme
(1998, p. 182) concludes of France, regional gov-
ernments in Europe are becoming arenas in which
policies are formed, even if they seem unlikely to
become decisive actors in their own right.

Local government

Local government is universal, found in federal
and unitary states alike. It is the lowest level of
elected territorial organization within the state.
Variously called communes, municipalities or
parishes, local government is where the day-to-
day activity of politics and government gets done
(Teune, 1995b, p. 16). For example, September
11, 2001 was certainly a global event but it was
New York City that faced the most immediate
consequences.

At their best, local governments express the
virtues of limited scale. They can represent natural
communities, remain accessible to their citizens,
reinforce local identities, offer a practical educa-
tion in politics, provide a recruiting ground to
higher posts, serve as a first port of call for citizens
and distribute resources in the light of specialist
knowledge. Yet local governments also have char-
acteristic weaknesses. They are often too small to
deliver services efficiently, they lack financial
autonomy and they are easily dominated by tradi-
tional elites.

Thus the perpetual problem of this level of gov-
ernment: how to marry local representation with
efficient delivery of services. As Teune (19953, p.
8) notes,

there never has been a sound theoretical resolu-
tion [at local level] to the question of democracy
and its necessity for familiarity, on the one hand,
with the size and diversity required for pros-
perity, on the other.

The balance struck between intimacy and effi-
ciency varies over time. In the 1980s, as national
governments came under financial pressure, local
authorities were encouraged to become more effi-
cient and customer-led, particularly in the
English-speaking world. But as the twenty-first
century got under way, so signs began to emerge
of a rebirth of interest in citizen involvement,
stimulated by declining turnout at local elections.
In New Zealand, for instance, successful manage-
rial reforms introduced in 1989 were followed
thirteen years later by the Local Government Act
2002. This law outlined a more expansive and
possibly expensive  participatory vision for the
countrys territorial local authorities.

The status of local government varies across
countries. As a rule, the position of local govern-
ment is stronger in (1) European rather than non-
European democracies, (2) Northern rather than
Southern Europe and (3) countries where local
government can represent its community more
broadly than through merely providing designated
functions to local people (Box 13.4).

Consider, first, the contrast between European
and New World democracies. In most of Europe,
local authorities represent historic communities
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BOX 13.4

Status of local government

Higher Lower

Exploring the status of local government

Interpretation

In new world democracies
(e.g.Australia, USA)

In European democracies

In Northern Europe
(e.g. Scandinavia)

In Southern Europe
(e.g.France, Italy)

When local governments
possess general
competence to represent
their community

When local governments
cannot act ultra vires
( beyond the powers)

Sources: Adapted from Goldsmith (1996), John (2001) and Page and Goldsmith (1987).

In Europe, local governments often represent
historic communities but in the new world, local
government is more utilitarian in character

Local governments administer the extensive welfare
states found in Northern Europe but perform fewer
functions in Southern Europe

General competence allows local authorities to take
the initiative whereas ultra vires restricts them to
designated functions

that pre-date the emergence of strong national
governments. In addition, the unitary nature of
most European states allows direct links to form
between powerful local administrations (especially
large cities) and the centre. Reflecting this status,
European constitutions normally mandate some
form of local self-government.  Swedens
Instrument of Government, for instance, roundly
declares that Swedish democracy shall be realized
through a representative and parliamentary polity
and through local self-government .

In the New World, by contrast, local govern-
ment reveals a more pragmatic, utilitarian char-
acter. Local authorities were set up as needed to
deal with roads, rates and rubbish . Special boards
(appointed or elected) were added to deal with
specific problems such as mosquito control, har-
bours and land drainage. The policy style was apo-
litical: there is no Democratic or Republican way
to collect garbage. Indeed special boards were
often set up precisely to be independent of party
politics. Because Australia, Canada and the USA
are federations, local government is the preserve of
the states, often creating further diversity in orga-
nization. For instance, the USA is governed at
local level by a smorgasbord of over 80,000 cities,
counties, school districts, townships and special
districts.

Second, the standing of local government varies
within Europe, on a broad north south axis. In
the Northern countries, local authorities became
important delivery vehicles for the extensive
welfare states that matured after 1945. Services
such as social assistance, unemployment benefit,
childcare and education are funded by the state
but provided locally, giving municipal authorities
a significant role as the governments front office.
Also, a process of amalgamation lasting until the
final quarter of the twentieth century led to a large
increase in populations served by local councils,
notably in the United Kingdom. This expansion
allowed more functions to be provided by each
authority.

In Southern Europe, by contrast, welfare states
are less extensive, with the Catholic Church
playing a greater role in providing care, while
public services such as education remain under the
direct control of the central authority. In Italy, for
instance, teachers are civil servants rather than
employees of local councils. Also, communes in
Southern Europe have remained small, especially
in France (Table 13.3). Limited scale precludes an
extensive administrative role except when neigh-
bouring areas form collaborative syndicates to
supply utilities such as water and energy.

Third, constitutional provisions also affect the
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position of local authorities. In continental
Europe, local governments often enjoy general
competence: that is, the authority to make regula-
tions in any matter of concern to the area.
Germanys Basic Law, for instance, gives local
communities the right to regulate [all local
matters] under their own responsibility and within
the limits of the law .

But in other countries, including the United
Kingdom, councils could traditionally only
perform those tasks expressly designated by the
centre; any other act would be ultra vires (beyond
the powers). In the United States, Dillons rule
similarly restricts local governments to tasks dele-
gated by their particular state. Some countries
where ultra vires applies, including the United
Kingdom and New Zealand, did establish a more
liberal legal framework at the start of the twenty-
first century but without granting the full power
of general competence to local areas.

Three additional features of local government
merit consideration: internal structure, functions
and relationships with the centre.

Table 13.3 Average population of elected local
authorities in some European democracies

Country Average population of local
authorities (lowest level)
UK 137,000
Ireland 36,100
Sweden 33,000
Netherlands 32,466
Belgium 17,384
Finland 11,206
Norway 9,000
Germany 7,900
Italy 7,036
Spain 4,997
France 1,491

Source: Updated from John (2001), table 2.1. Figures are from the
late 1990s to the early 2000s, depending on country.

Structure

The structure of local government has recently
attracted attention, largely in an attempt to make
decision-making clearer to local electorates in an
era of falling turnout. Just as political parties have
sought to reverse a decline in membership by
giving their supporters more say in the selection of
candidates and leaders, so local governments in
such countries as Italy, the Netherlands and the
United Kingdom have experimented with direct
election of the mayor.

There are, in fact, three broad ways of orga-
nizing local government (Box 13.5). The first and
most traditional method, represented by England
and Sweden, concentrates authority in a college of
elected councillors. This full council often oper-
ates through powerful committees covering the
main local services housing and education, for
example  with professional appointees (such as
architects and educational administrators) also
playing a significant role. The mayor plays a
modest ceremonial role. Whatever virtues this
format may have, its collegiate character presents a
rather opaque picture to the electorate.

Accordingly, a second method of organization
known as the mayor council system has attracted
attention. This model is based on a separation of
powers between a directly elected mayor, who is
the chief executive, and an elected council with
legislative and budget-approving powers. This
elaborate structure is used in many large American
cities, notably New York, permitting a range of
urban interests to be represented within the frame-
work. The mayor and council must negotiate, if
indeed they are not in conflict with each other.

The powers awarded to the mayor and council
vary across localities, defining strong mayor and
weak mayor variants of this format. Even before
September 11, the perceived success of New Yorks
Rudy Giuliani encouraged some European cities,
including London, to consider introducing elected
mayors as a way of reviving a demoralized council-
based system. However, Londons new mayor lacks
the strong powers of his equivalent in New York
(Sweating, 2003).

The third structure for local government, again
originating in the United States, is the council
manager system. Unlike the mayor council
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BOX 13.5
Structures for local government

Structure Description

Examples

Council

post

Mayor-council*

authority

Council manager

Sources: Bowles (1998), Chandler (1993), Mouritzen and Svara (2002).

Elected councillors operating through committees
supervise departments headed by professional
officers. The mayor (if any) is largely a ceremonial

A mayor elected by the municipal area serves as
chief executive. Councillors elected from local
wards form a council with legislative and financial

The mayor and council appoint a professional
manager to run executive departments

* Often subdivided into strong mayor and weak mayor systems according to the mayor s executive autonomy.

England (pre-Local Government Act
of 2000), Sweden

About half of the 7,000 cities in the
USA, including Chicago and New York

About 3,000 American cities, including
Dallas and Phoenix

format, this arrangement seeks to depoliticize and
simplify local government by separating politics
from administration. This distinction is achieved
by appointing a professional city manager, oper-
ating under the elected council and mayor, to
administer the authoritys work. This council
manager format emerged early in the twentieth
century in an attempt to curb corruption; it has
been widely adopted in western and south-western
states in the USA. The model has corporate over-
tones, with the voters (shareholders) electing
councillors (board of directors) to oversee the city
manager (chief executive). However, the distinc-
tion between politics and administration is diffi-
cult to achieve in practice.

Functions

Leaving structure to one side, what is it that
local governments do? Broadly, their tasks are two
fold: to provide local public services (such as
refuse collection) and to implement national
welfare policies (Box 13.6). However, a static
description of functions fails to reveal how the role
of local government has evolved since the 1980s.
The major trend, especially prominent in the
English-speaking world and Scandinavia, has been

for municipal authorities to reduce their direct
provision of services by delegating tasks to private
organizations, both profit-making and voluntary.
In Denmark, for example, many local govern-
ments have set up user boards in primary schools.
These boards are given block budgets and the
authority to hire and fire staff (Bogason, 1996). In

BOX 13.6

Typical powers of local
authorities

Cemeteries Recreation

Economic development Refuse disposal

Environmental protection Roads

Fire service Social housing
Homes for the elderly Tourism
Libraries Water supply

Local planning Welfare provision

Primary education

Source: Adapted from Norton (1991), table 2.2.
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a similar way, private firms located in the commer-
cial district of some American cities have taken
over much of the responsibility for funding and
organizing improvements to local services such as
street-cleaning.

So the local authoritys role is changing from a
provider to an enabler. The council does not so
much provide services as ensure that they are sup-
plied. In theory, the authority can become a
smaller, coordinating body, more concerned with
governance than government. More organizations
become involved in local policy-making, many of
them functional (for example school boards)
rather than territorial (for example county coun-
cils). This shift represents an important transition
in conceptions of how local governments should
go about their task of serving their communities.
It also represents some retreat of the service-pro-
viding style of local government found in
Northern Europe to the more strategic gover-
nance in Southern Europe and the more varie-
gated patterns of local authority in the New
World.

Definition

The enabling authority is a term used to sum-
marize one vision of local governance. Such an
authority does not provide many services itself.
Rather, its concerns are to coordinate the provi-
sion of services and to represent the community
both within and beyond its territory. An enabling
authority is strategic, contracting out service pro-
vision to private agencies, whether voluntary or
profit-making.

Relationships with the centre

How is local government integrated into the
national structure of power? This question is key
to appreciating how multilevel governance oper-
ates in practice. The answer reveals contrasting
notions of state authority in the established
democracies.

The relationship between centre and locality
usually takes one of two forms: dual or fused. In a
dual approach, local government is seen as an orga-
nization separate from the centre. In a fused
approach, local and central government are regarded

as comprising a single network of state authority.

Consider the dual system first. Here public
authority is seen as separated rather than inte-
grated; it is as if there were two spheres of
authority, connected for practical reasons only.
Local governments retain free-standing status,
setting their own internal organization and
employing staff on their own conditions of service.
Employees tend to move horizontally  from one
local authority to another rather than vertically,
between central and local government. Ultimate
authority rests with the centre but local govern-
ment employees do not regard themselves as
working for the same employer as central civil ser-
vants. National politicians rarely emerge from
local politics.

Traditionally, Britain was regarded as the best
example of a dual system. Before the rise of the
modern state, local magistrates administered their
communities. This spirit of self-government sur-
vives in a perception that central and local govern-
ment are distinct, if intensely interdependent,
spheres. Certainly, severe centralization under
Conservative administrations in the 1980s
reduced local authorities to virtual servants of
central government. Even so, central and local
tiers still do not form a single tier of public
authority. Their continuing separation contributes
to the rather weak notion of the state in Britain.

Definition

A dual system of local government (as in Britain)
maintains a formal separation of central and
local government. Although the centre is sover-
eign, local authorities are not seen as part of a
single state structure. In a fused system (as in
France), municipalities form part of a uniform
system of administration applying across the
country, with a centrally appointed prefect
supervising local councils.

Under a fused system, by contrast, central and
local government combine to form a single sphere
of public authority. Both levels express the leading
authority of the state. In some European coun-
tries, such as Belgium and the Netherlands, the
mayor is appointed by central government and is
responsible to the centre for maintaining local law
and order. In addition, central and local authority
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are fused in the office of the prefect, a central
appointee who oversees the administration of a
particular community and reports to the Ministry
of the Interior. In theory, a prefectoral system
signals central dominance by establishing a clear
hierarchy running from national government
through the prefect to local authorities.

France is the classic example of this fused
approach. The system was established by
Napoleon early in the nineteenth century and
consists of 96 ddpartements in France, each with its
own prefect and elected assembly. The framework
is uniform and rational but in practice the prefect
must cooperate with local councils rather than
simply oversee them. In fact, the prefect is now as
much an agent of the ddpartement as of the centre,
representing interests upwards as much as trans-
mitting commands downwards. Although the
powers of the prefect have declined, the French
model remains influential. Many other countries
have adopted it, including all Frances ex-colonies
and several post-communist states.

One effect of a fused system is the ease with
which politicians can move between, or even
straddle, the national and the local. France is again
an interesting case. National politicians often
become or remain mayor of their home town, a
feature called the cumul des mandats (accumula-
tion of offices). Typically, about one in two
members of parliament will also be a local mayor.
The cumul has come under attack because, after
all, multiple posts beget multiple salaries. An
initial reform in 1985 restricted politicians to
holding no more than two major elected posts at
the same time. However, even after the rules were
tightened further in 2000, the most popular cumul

combining the office of local mayor with mem-
bership of the National Assembly s still per-
mitted (Stevens, 2003, p. 170).

Subnational government in new
democracies

In new democracies, subnational government
begins in an undernourished condition. Lacking
resources, and inhibited by the legacy of central
dominance, local governance is initially a matter
of doing whatever can be afforded. Only as the

new democracy consolidates, and economic
reform brings results, do subnational governments
begin to develop more weight and coherence. To
the extent that a new democracy fails to consoli-
date, subnational government may continue in an
uncertain position.

One index of democratic consolidation is pre-
cisely the development of subnational institutions
with a stable relationship to the national govern-
ment. In the actual transition to democracy,
however, little attention is paid to regional and
local levels. An outburst of local participation may
herald the new order but the new activists are
often inexperienced and short-lived amateurs. The
real action occurs in the capital where the goal is
to establish a new order of national power. Only
when this primary object has been achieved can
the focus turn to lower levels of governance.
Establishing a uniform set of institutions beneath
the national level, with clear functions, sound
financing and competitive elections, tends to be a
reflection as much as a dimension of democratic
consolidation.

Consider post-communist states. The struggles
of local government to become established
demonstrate the difficult inheritance left by col-
lapsed dictatorships. Under communism, regional
party bosses, not elected councillors, had wielded
power. As a result, local government was massively
under-prepared for the post-communist era. We
are starting from less than zero, complained a city
official in Kiev, the capital of Ukraine, after the
collapse of communist rule there. Local authorities
possessed little revenue while central government
had no money to spare. Often local government
officers worked from buildings that were still tech-
nically owned by their former masters in the
Communist Party.

Despite chronic under-resourcing, local officials
had to confront the enormous welfare problems
created by industrial collapse. They sought to
resolve these difficulties in the context of societies
which had gone without authentic local social
organization for at least a generation. At local
level, the organizational difficulties and human
consequences of regime change became manifest.
Millions of people confronted a diminished
quality of life as communist welfare provision
came to an abrupt halt. The policy problems were
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national but the human consequences were local.

In countries with a less severe history of com-
munism (such as Hungary and Poland), subna-
tional government has now taken root, usually
drawing on the pre-communist heritage. Take
Poland as an illustration. In 1999 a full ten years
after the collapse of communism  Poland reintro-
duced its pre-communist subnational structure,
with 16 voivodships (regions) given responsibility
for economic development within their territory.
The leader of each voivodship was no longer
appointed by the centre but was drawn from an
elected council. As with other Eastern European
countries, Polands focus on the regional level was
stimulated by the desire to join, and extract
resources from, the European Union. Beneath the
regions in Poland stand two reinvigorated levels:
counties and communes. So Poland has finally
moved to the three-level subnational structure
familiar in the West. However, many other post-
communist countries  especially those remote
from the EU are still administered in a highly
centralized and authoritarian fashion, leaving little
scope for coherent governance at local level.

Some of the difficulties experienced in breathing
life into subnational government in post-commu-
nist states are echoed in post-military Latin
America. There, a tradition of centralized personal
power persists into the democratic era, holding
back efforts to raise the status of elected local offi-
cials. Mexico, for instance, is a federal and sub-
stantially democratic state at national level but the
political legacy of centralized control by the PRI
and the traditional sway of rural landowners still
prevent any sensible comparison with subnational
governance in North America.

Even where federalism is more authentic, as in
Brazil, excessive spending at state level has caused
considerable difficulties for national governments
seeking to restore their credibility with interna-
tional financial institutions. Where fundamental
problems arising from economic mismanagement
still need to be resolved, there is a case for
retaining the financial levers at national level.
Argentine, for instance, suffered in negotiations
with the International Monetary Fund in 2002
from excessive spending by the governor of
Buenos Aires, by far the largest province in the
country. It is for these reasons that Dom nguez

and Giraldo (1996, p. 27) question the desirability
of decentralization in contemporary Latin
America:

Subnational governments can undermine the
efforts of national governments to carry out eco-
nomic reforms. Decentralization can also under-
mine democratization by reinforcing the power
of local elites, their practices of clientelism and
the power of their military or paramilitary allies.
Decentralization may some day empower ordi-
nary citizens to take better charge of their gov-
ernment, and permit a wider range of innovation
at the local level, but there is still a long way to
go before these promises are realized.

Subnational governmentin
authoritarian states

In authoritarian and totalitarian regimes, the dis-
tinction between local government and local
power is fundamental. The former is weak:
authority flows down from the top and so bottom-
up institutions of representation are subordinate.
Where national power is exercised by the military
or a ruling party, these institutions typically estab-
lish a parallel presence in the provinces, where
their authority overrides that of formal state offi-
cials. For a humble mayor in such a situation, the
main skill required is to lie low and to avoid
offending the real power-holders.

But it would be wrong to conclude that authori-
tarian regimes are highly centralized. Rather,
central rulers  just like medieval monarchs often
depend on established provincial leaders to sustain
their own, sometimes tenuous, grip on power.
Central local relations therefore tend to be more
personal and less structured than in an established
democracy. The hold of regional strongmen on
power is not embedded in local institutions; such
rulers command their fiefdoms in a personal
fashion, replicating the authoritarian pattern found
at national level. Central and local rulers are inte-
grated by patronage: the national ruler effectively
buys the support of local bigwigs who in turn
maintain their position by selectively distributing
resources to their own supporters. Patronage, not
institutions, binds centre and periphery.
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As always, however, totalitarian regimes offered
more sophisticated excuses for a centralized order.
Fascism, for example, sought unqualified obedi-
ence to the state and its supreme leader. Unity in
the state implied a unitary state; dividing power
between multiple levels of government was dis-
missed as liberal folly. In Italy, Mussolini relied on
centrally appointed prefects to run local areas,
decreeing that the prefect represented the entire,
undiminished power of the state. Spain under
Franco proceeded similarly, with a civil governor
in each province overseeing an elaborate structure
of government outposts. These were fused systems
par excellence.

Given that the supreme leader could not in fact
take all decisions, in practice the local representa-
tives of the state exerted considerable influence
over their own areas. They sought to become their
own little dictators and they often succeeded. So
in fascist regimes, as in authoritarian ones, the
doctrine of central power resulted in a system
where its local exercise went unchecked.

It was perhaps only some communist regimes,
most notably the Soviet Union, which achieved
real political centralization. In communist states,
the leading role of the party in constructing a
socialist utopia always took precedence over local
concerns. As long as the party itself remained
highly centralized, national leaders could
command outlying areas through the party.

In the Soviet Union, the ability of communist
leaders to command the vast territory of the
country through the device of the party was an
unparalleled organizational achievement.
Technically, the Union of Soviet Socialist
Republics was a federation but in reality any
attempt by a republic to exercise its constitutional
right to freely secede from the USSR would have
been crushed by force. Centralized control exer-

cised through the party overwhelmed federalist
fiction. Although a measure of decentralization
was introduced from the 1960s, Soviet federalism
under communist rule was dismissed by most
observers as false, fa ade or incomplete a
cover for what was in effect a Russian empire.

Even though many of the USSRs constituent
republics became independent states in the break-
up of the Soviet Union in 1991, Russia itself
remains a country in which multiple nationalities
continue to jostle under authoritarian rule from
the centre. A brutal example is Chechnyas failed
war of independence, savagely repressed by a
Russian elite (and public) determined to protect
its own preeminence in a multinational state.
Russian federalism is no longer a fa ade but it still
coexists uneasily with the dictatorship of power
(Stoliarov, 2002).

Key reading

Next step: Gagnon and Tully (2001) is a compar-
ative study of multinational democracies, focusing
on federalism and federations.

On federalism, useful comparative studies are
Stepan (2001), McKay (2001) and G. Smith
(1995). Elazar (1996) provides an enthusiasts
overview while Wachendorfer-Schmidt (2000) and
Braun (2000) compare the performance of federal
and unitary states. Burgess (2000, 2003) surveys
the EUs federation, Bakvis and Skotsgad (2002)
examine the Canadian case and Kahn (2002)
looks at Russia. Loughlin (2001) reviews subna-
tional democracy in the European Union. John
(2001) and Mouritzen and Svara (2002) survey
local governance; see also the special issue of the
International Political Science Review (1998).



CHAPTER 5
SUBSIDIARITY AND FEDERALISM

The original political contract is directed only at the basic model of a community, its
legal form and the nature of its rule. In the course of history, however, polities have
adopted complex structures, the assessment of which is best carried out according to
two well-proven principles, namely those of federalism and, more recently but still
controversially, subsidiarity. These principles do not compete with the contractarian
idea because they remain attached to legitimatory individualism. However, the focus
of these principles is less legitimation itself, but the two resulting questions as to a
polity s competence (subsidiarity) and its organisation (federalism).

5.1 TRADITIONAL SUBSIDIARITY

Subsidiarity as a concept is known from Christian social ethics, where it is
concerned with people s predicaments. It requires that individuals help themselves
first, and that, if outside help is required, non-state communities that are smaller
and nearby have precedence over larger ones, in particular the state community
itself. This notion seems plausible but, nevertheless, raises some concerns as far as
the theory of the state is concerned.

The objections begin by pointing to subsidiarity s origin in Christian social ethics,
which, so it is feared, raises questions as to the universal applicability of state theory.
However, the idea of subsidiarity is not inspired by authentically Christian ideas, but
by a philosophical social theory. Given that this theory predates early modernity
(Althusius, Politics, 1614; also: Ludolph Hugo, De Statu Regionum Germaniae,
1661) and the Middle Ages (Thomas Aquinas, Commentary on Aristotle s
Nicomachean Ethics XI 1, 6) up to Antiquity, and to Aristotle in particular, the idea
is seen as being dependent upon an outdated notion of social philosophy and,
consequently, its universal validity is put into question yet again. However, the
tradition-based elements can be filtered out, so that a modern concept of subsidiar-
ity remains. Because of the idea s potential universal applicability, a third objection,
the suspicion of ideology, is rebutted en passant.

The fourth objection is etymological. The Latin term subsidium originates from
military terminology and does not refer to any kind of assistance, but to a reserve
force; expressed in economic terms it is an emergency provision, which under
favourable conditions is not needed at all. Our understanding of Christian social
ethics thus overlaps with the original meaning of subsidiarity as a second-order
assistance that is required only when the primary assistance — self-help and the
help of neighbouring groups — proves insufficient. With such an interpretation of a
(cooperative) emergency provision, the state would not be necessary in principle, but
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only in times of emergency. The three implementation tasks identified in the original
state contract are at odds with this understanding. However, they amount to a
subsidiary legitimation of the state that not only confirms the principle of subsidiarity
but also makes it fundamentally important. According to the argument from realisation
deficits, in a pre-state, purely natural legal community self-help fails and renders the
assistance of others necessary: although public powers are fundamentally required,
they are not an end in themselves but serve the reality of just law.

According to a fifth objection, there is no place for subsidiarity, at least not within
the framework of the modern state, and in particular as concerns its authority to make
decisions regarding all affairs and responsibilities, the so-called responsibility to allo-
cate responsibilities (Kompetenzkompetenz). However, this objection only applies to a
state positivism that uncouples the legitimation of the state from its limitation, that is,
a state absolutism that contradicts not only the theory developed here, but also of the
reality of the democratic state. Bound to the substantial principles of a written or
unwritten constitution, its responsibilities are limited from the outset.

A final pragmatic objection refers to the coordination problems and frictional
losses that result from subdivided responsibilities in a society based on the principle
of subsidiarity. However, such difficulties are not specific to subsidiarity. No society
of conventional size can function without subdivisions. What is more, the difficul-
ties can be addressed by assigning clear responsibilities.

Now that these objections have been countered, we can proceed with a construc-
tive discussion and explore the state-theoretical opportunities of subsidiarity (for a
seventh objection see point 5 below). We begin with the traditional concept of
subsidiarity and develop a modern version thereafter.

We must probably credit the German bishop Ketteler (1977 [1862], 244-247) with
the introduction of the principle of subsidiarity into Catholic social theory, where it
has settled ever since the first social encyclical, Pope Leo XIIl s Rerum Novarum
(1891). One could even refer to a much older text, a passage from the book Exodus
(18, 18-22). There, Moses receives advice from his father-in-law Jethro (18, 13-27)
that he should save his energy by subdividing the people and establishing rulers
(judges) to oversee 1000, 100, 50 and 10 people each, so that they settle all minor
matters. Yet, this suggestion is not driven by concerns for subsidiarity, because the
relief of the pressures on the system proceeds top-down, not bottom-up, and is not
brought about for the greater well-being of individuals.

The classic definition emerges in Pope Pius XI s social encyclical Quadragesimo
Anno (1931). The relevant section The new social order (sections 76-80) begins
systematically with the social pathologies of the time, though less so with the imme-
diate problems of the economic crisis that began in 1929, the bloody rule of social-
ism in the Soviet Union, and the beginnings of Italian fascism or German national
socialism. Rather, the diagnosis refers, almost ignoring the times, to an impoverish-
ment of social structures that has left only two actors: individuals and the state
(singulares homines et res publica). The excessive demands that are then directed at
the state are kept at bay by the principle of subsidiarity as the most weighty
principle of social philosophy: every activity of society, so it is claimed, is subsidiary
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by virtue of its strength and nature; it must support the constituents of the social

entity but must never usurp or destroy them. In the end the state will not lose its

power, but will fulfil the tasks it is responsible for more freely, powerfully, and
effectively . (Further H ffe 1996, ch. 10; H ffe 1997a; in addition to literature cited

in these texts, see Cattacin and Kissling-N f 1997; Dichmann 1994; Isensee 1988;

Pieper 1994; Richli 1998; Waschkuhn 1995.)

Responsible for the legitimate responsibilities of institutions, the principle of sub-
sidiarity disenchants even more than the disrespectful diagnosis of system theorists
(see ch. 6.1). It recognises the fact that the state is neither exclusively nor primarily
responsible, that it overestimates its abilities at any rate, and criticises it for trans-
gressing its authority. While the former relates to the limits of what the state is able
to do, the latter refers to the limits of what the state is allowed to do. Understood as
a state-ethical principle, subsidiarity grants the state a fundamental legitimacy but
strongly constrains its responsibilities in favour of non-governmental institutions.

In its original (not only state-ethical) meaning, the principle is concerned with all
aspects of the social. Its content is thereby doubled. Constructive subsidiarity
arranges for the entire social sphere, including the state, to be of service to others,
for which the critical subsidiarity represents an absolute limit: destroying the con-
stituents of the social entity, or merely depriving them of their independence, is
never permitted. On closer inspection, seven aspects are of importance; they are all
free of any elements of specifically Christian or genuinely religious nature:

1. Subsidiarity contradicts all definitions of the social that focus only on its func-
tional, organic, collectivist or utilitarian character, as well as any hypostatisation
of the community. Following legitimatory individualism, it postulates the indi-
vidual as the deciding reference point and normative standard (Christian social
philosophy speaks of a principle of personality ).

2. In their more recent assessment of the subsidiarity idea, social and political sci-
entists are inclined to equate the principle with delegation and decentralisation.
As Jethro advised Moses, when one delegates one surrenders responsibilities that
may demand too much but to which one is nonetheless in principle entitled. The
principle of subsidiarity proceeds in the opposite direction and establishes all of
its justifications from below, from the individual, for whom it postulates simulta-
neously a right of competence and a prohibition of denying that competence :
what individuals can perform based on their own initiative and resources, may not
be taken away from them and reassigned to the community. Individuals have
therefore a right as well as a duty to be autonomous and responsible for them-
selves. A superior authority that violates this right, for instance by expanding
the state into a comprehensive Welfare state, acts not only imprudently (because
it demands too much of itself) but also illegitimately (because it is guilty of
arrogating responsibilities to itself).

Recent political science turns out to be too much based in tradition, despite its crit-
icism of the traditional understanding of the state. It presupposes that the state has
responsibilities, a statist and anti-subsidiary stance. The subsidiary legitimation
approach does not stipulate that lower-level units, such as families, welfare associations
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and communities, are made to serve those above, possibly because the latter may no
longer be able to get by on their own. Rather, in accordance with legitimatory indi-
vidualism, the units above have to justify their responsibility to those below.
Excessive responsibilities are not delegated but returned to the lawful proprietor as
arrogated responsibilities. The flipside of the prohibition of denying competencies is
the precept of a return transfer. The fact that, with the corresponding loss of power,
the authorities above fulfil their remaining, legitimate responsibilities so much better
is gratifying; yet this is not the actual purpose of subsidiarity, merely a welcome
side effect.

3. The idea of subsidiarity postulates an empirical presupposition that is compatible
with contract theory but is not the focus of its attention. The presupposition can
be justified by connecting an anthropological examination with elementary social
theory: even if society represents for Humankind nothing but an emergency
stock, it is nevertheless of fundamental necessity. This necessity consists of a
hierarchical order of smaller communities closer to the individual as well as
larger ones that are more remote.

The basic idea can be traced back to Plato s thesis that individuals cannot live
alone (ouk autark s) but are in need of many companions (poll n ende s: The
Republic 11 369b). According to Aristotle s more prolific idea, man and woman get
together for the purpose of reproduction, and master and servant (or more neutrally:
individuals with different levels of economic attainment) do so for their personal
survival. These two relations, complemented by the third between parents and chil-
dren, constitute the basic social structure, the household (oikos). And because adult
children in turn establish households on their own, a larger unit forms, that of the
village community or clan (k m ), whose common bond is nurtured by the knowl-
edge of common forefathers (homogalaktai, milk comrades : Politics | 2, 1252b18).

According to this typical subsidiary legitimation, there are not first communities
that are latter approached for help. Rather, help is at the root of their existence: com-
munities are established precisely because of individuals need for help (and because
both the need for help and the help itself occur mutually, elementary communities
turn out to be communities of solidarity that provide reciprocal assistance, or help
in reciprocity ; see ch. 3.6). Larger, more comprehensive and thus higher order
communities establish themselves as well when the capacities of the hitherto exist-
ing forms prove no longer sufficient. In the course of the social genesis described by
Aristotle, the biological aspects that prevailed initially retreat into the background:
thanks to a community of the good and the just, which owes its existence to its
capacity to reason and to speak, Humankind creates for itself a higher and now arti-
ficial unit: the political community that is the state. However, the socio-theoretical
basis remains the same: cooperation, not conflict (on the interpretation of Aristotle,
see H ffe 2003, ch. 15).

Thanks to the great Aristotelian of the Middle Ages, Thomas Aquinas, this social
anthropology remained influential well into modernity. It greatly influenced the
reformed federal theology of the seventeenth century and is reflected to this day in
the communal autonomy of Calvinist canon law. In the seventeenth century, it made
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its way into the political work of the Calvin-inspired state theorist Althusius (Politics

Il 37) and his tiered, multi-levelled organisation of symbiotic consociations

(consociationes symbioticae). These ascend from the private natural community, the

family, via private-civic professional associations to public communities, municipal-

ities and provinces, and end with the imperial federation.

4. Normatively, the principle of subsidiarity can be broken down into two criteria:
positive and negative subsidiarity. Positive subsidiarity is concerned with the
precept of assistance ( constituent members are to be supported ), while nega-
tive subsidiarity is a reinforcement of the prohibition of denying competences:
the prohibition of destruction ( never destroy or usurp ). Each criterion contains
two parts: initially, the precept of assistance puts the social at the service of the
individual (and since service is to occur by way of reciprocal assistance, Christian
social theory speaks of a third principle: the personality and subsidiarity of soli-
darity). Only in the second part does the principle of subsidiarity postulate what
is mainly expected of it: that within the framework of a hierarchy of communi-
ties it is first and foremost the smaller and subordinated communities that be
called upon. However, if one takes seriously the primary element, the precedence
of the individual, then no absolute priority is owed to the lower social units. Here,
the usual understanding needs to be corrected: in conflicts of responsibility it is
not the fundamentally smaller and more familiar community that is to be
strengthened, but rather the one that best serves the individual. Now, clans may
be able to support and sustain an individual, but they also come with tight fetters.
If the person wants to be free from them and use this greater independence for a
greater capacity to self-help, and if moreover this person wants to take pleasure
in the cultural achievements of an urban civilisation, then lower units will be
inevitably weakened. The continued existence of strong clans is neither an intrin-
sic good nor required from the viewpoint of the theory of subsidiarity. However,
it can prove necessary under certain conditions for the survival of minorities such
as the Roma (the self-given name of some Gypsies that literally means person ).
A second argument speaks in favour of correcting the standard version.

Yerushalmi s (1995) point about the Jews can be generalised: minorities can benefit

from a strong central authority because it can guarantee the protection of the law in

a way local or regional authorities are often unable to. This is why in the Middle

Ages independence from intermediate (feudal) authorities was a sought-after privi-

lege. At any rate, the principle of subsidiarity does not require state responsibilities

to be limited as far as possible, but only as far as this is beneficial to individuals.

Contrary to the general precept of the demise of state power, it is a precept of

adhering to the level of the individual .

5. The other, negative side postulates that the required responsibilities not be made
any greater than necessary. According to this precept of limited responsibilities ,
the community must not take over what individuals are capable of doing on their
own, and must make no demand against the larger community for what the
smaller unit is already capable of — provided it serves the individual best. Long
before Quadragesimo anno, but not before its inspirational fountain, the encyclical
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Rerum Novarum (1891), the state theorist Jellinek (1914, 258) wrote along these
lines: only as far as free individual or communal action is unable to achieve the
stated purpose can and must the state take over . A distinction needs therefore to
be made between those responsibilities of the state that are caused by the three
reality deficits and are therefore compulsory, and those that are optional. While
the state may not exempt itself from its duties as regards the former, for the latter
it has to consider, in areas such as educational, cultural and economic policy, what
is to be left to, or better yet, not to be taken from lower units, voluntary self-help
groups and individuals. The belief that in today s highly technocratic society the
larger unit is better able to fulfil all essential responsibilities (Bull 1995) under-
estimates the problem-solving capacity of smaller units.

6. In order not to expose the individual to a single, possibly over-powering social
unit (of which also too much is expected), the principle of subsidiarity extends
the negative prohibition of destruction to a constructive precept of intervention .
It demands that intermediate social structures be strengthened where they already
exist and be established anew where they are absent. Seen from the viewpoint of
state legitimation, this precept complements certain precautions, such as the sep-
aration of powers with which the gap between the real and the ideal state is
reduced (see ch. 4.2). Subsidiarity raises an objection against the danger of the
state accumulating excessive power while the pre-state society loses its influence.

7. The last aspect, the specific type of obligation, also does not consist of specifically
Christian notions, such as the cheerful morality of benevolence we are familiar
with, which is known in its secularised form as compassion and philanthropy. The
encyclical speaks of injustice, e contrario of that culturally universal and modest
morality that is also the basis of the legitimation of the state. Moreover, it draws
attention to a collective self-inflicted damage. Seen normatively, subsidiarity is
primarily a precept of justice, secondarily one of public welfare.

The notion of subsidiarity is related to the recent socio-theoretical movement of
communitarianism and its advocacy of small and established social units (see ch.
10.1). However, communitarianism contains an aspect that is alien to subsidiarity:
a precedence of the social form community with its personal network of relation-
ships and communal bonding, at the expense of society as an impersonal and
purposeful association. As T nnies has shown in his classic treatise Community
and Society (2002, 3), there exists both a functional difference between the two
social forms and also a socio-theoretical complementarity. For all familiar, discrete
and exclusive co-existence [. . .] is understood as a life in community. Society is the
general public, the world. From birth, we exist alongside our compatriots in a
community, to which we are bound in good and bad times. We enter society in the
same way as we go abroad for the very first time. It comprises a community of lan-
guage, customs and beliefs, but it is a society of appropriation, voyage and science .

Subsidiarity opposes the risk communitarianism incurs of doubly exaggerating
the significance of communities. Against a glorification of intermediary communi-
ties that subscribes to the notion of small is beautiful , the principle of subsidiarity
grants a right to superior legal and governmental structures, even to an extension of
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the social hierarchy that goes beyond individual states towards a general, initially
large-scale regional (for example, the European Union) and later a global social unit.
On the other hand, it opposes hypostasizing the social and sees the individual as the
determining standard. Communities have no end in themselves, but rather serve their
members, and foster their independence and their ability to help themselves. What is
more, the anti-universalistic, even anti-enlightenment pinnacle of some communi-
tarians (for example, MaclIntyre 1985 and 1988) is alien to the notion of subsidiarity.
Ockham developed the ontological scientific principle of parsimony. According to
Ockham s razor , philosophy and science should get by with as few theoretical enti-
ties as possible (entia non sunt multiplicanda praeter necessitatem). Analogously,
subsidiarity can be interpreted as a social and political principle of parsimony that
appears in two phases. It requires in the first phase that only those social or political
institutions are created that are required by individuals. In line with the second phase,
the social and political institutions, if indeed required, receive only responsibilities that
are necessary.

5.2 MODERNISATIONS

While it is not expected that an ecclesiastical encyclical provide philosophical expla-
nations, one counts on a convincing viewpoint. This certainly applies to various
aspects of the subsidiarity idea, such as the legitimatory precedence of the individ-
ual over the community, its lack of autarky, the plea for a structurally rich social
world, and, not least, the emphasis on justice. Other aspects, for their part, depend
on a now outdated tradition. In order to be universally applicable, one must free
oneself from it and pursue a number of normative modernisations:

Due to the prohibition of destroying the constituent elements of a social entity,
solidarity may demand that those communities that have become obsolete be recon-
structed, such as the clan or the larger family. Unlike this anti-modernism , a first
form of modernisation insists upon generally strengthening intermediary authorities,
but leaves their detailed design to the respective epoch and culture.

A second form of modernisation avoids exaggerating individual states potential
for autarky, something that has dominated the western theory of the state since Plato
and Avristotle. Individuals lack of autarky is eliminated only with larger units, and
eventually with a union of the entire human race. Here, the standard understanding
of subsidiarity has to be corrected a second time. In line with the first correction,
subsidiarity can also demand that intermediary communities be weakened, though
admittedly not the entire intermediary domain; according to the second correction,
the social order is to be extended beyond the individual state, traditionally the
highest unit.

In the third form of modernisation, the traditional social order is qualified in an
even more drastic fashion. While the two first stages of modernisation remain faith-
ful to a vertical and linear organisation of larger social units, the third stage intro-
duces a horizontal dimension. The vertical dimension, which is comprised of the
sequence of families, welfare associations, local authorities, districts, regional entities,
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federal states etc., is supplemented by a horizontal variety: a pluralism of religions
and additional social groups and political powers (see ch. 6.3.2). The right to have
their own interests, convictions, values and their own particular way of life is thereby
afforded to an ever-greater number of groups. This leads to an enhancement, but also
to an endangering of the intermediary space that subsidiarity requires. Both are sup-
pressed in the traditional understanding of subsidiarity. In so far as a given complex
of interests, convictions, values and behaviours can be called a culture, society
becomes multi-cultural. Exceptions like Malaysia aside (see ch. 4.4), the core of its
social grammar, the legal system, remains of course mono-cultural.

Pluralism features an aspect that does not necessarily object to traditional
subsidiarity, but that is at odds with the underlying social anthropology of coopera-
tion: the behaviour of pluralist groups towards each other is primarily characterised
not by reciprocal assistance through solidarity, but by rivalry and conflict. The
recognition of this fact constitutes the fourth form of modernisation and also repre-
sents an extension of the pre-existing similarity with the legitimation of the state.

As long as traditional subsidiarity underestimates conflict, it displaces the respon-
sibility of justifying the authority to compel. The principle of subsidiarity
modernises itself once it faces this responsibility and provides answers through the
various features of democracy: in line with rule-establishing democracy, authority
originates from all those concerned, the people. According to rule-standardising
democracy, the approval is tied to the acknowledgement of principles of justice in
general, and of human rights in particular. As such, the injustice that has been toler-
ated by traditional subsidiarity, such as slavery and the unequal treatment of women,
is rejected. Also, according to rule-exercising democracy, the people govern them-
selves and, of course, acknowledge these demands as well as those postulated by
participation and the separation of powers (see ch. 4.3).

Due to this far-reaching concurrence, the principle of subsidiarity appears to be
superfluous for the modern state. However, the danger of the state accumulating too
much power, which subsidiarity opposes, already speaks against this idea.
Furthermore, according to the second modernisation, there are to be additional polit-
ical units above the level of the state, which raises questions about the division of
responsibilities. In both areas, the relation between pre-state and extra-state linkages
as well as within a federal state of either individual or global scale, subsidiarity acts
as a principle of burden of proof that deserves to be of constitutional rank.

Put simply, the first, rule-establishing concept of democracy denominates the
origin of all state power: basic and human rights determine their legitimate contents;
and democracy as an organisational structure (including participation and the divi-
sion of powers) in conjunction with federalism (see ch. 5.3) establishes those
powers. However, since all four principles formulate only basic conditions and
constraints, not concrete policies, considerable room remains for the exercise of rule.
The current theory of the state lacks a criterion for the distribution of responsibili-
ties. The principle of subsidiarity fills this gap and thereby enhances the constitutional
terms of reference for a democracy. In the case of a federally structured state, it
protects local authorities against regions, regions against the state, and the state against
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a higher entity such as the European Union or a global political order. Finally, it pro-
tects individuals and their pre-state and extra-state relationships ( society ) against
any of these public powers by assigning responsibilities to the lower level — of
course, only in so far as it serves the individual.

A principle such as this that assigns responsibilities to the lowest level possible
does not take away from higher authorities the greatest degree of responsibility
possible. It is not necessary to be continually decreasing responsibilities. Still, the
higher units should focus on their original responsibilities and leave to the lower units
what the latter are able to perform for themselves. The motto of subsidiarity reads: in
dubio per individuo vel minore (' when in doubt, give preference to the individual or
the lower unit ). The principle of subsidiarity criticises in two ways the tendency of
modern states to appropriate, in the name of sovereignty, an ever increasing number
of responsibilities — since political order proceeds from below, it opposes a growing
centralism and favours instead communalism, regionalism and federalism.

Since social responsibilities are to be carried out as far as possible from below, the
principle of subsidiarity is also responsible for the state s social component. As is
well known, in continental Europe in particular the Welfare state has taken over
functions that reach beyond its original responsibilities, such as social security,
social assistance and public health, and now extend to large sections of the health
service, secondary and higher education, cultural policy, the labour market,
economic policy as well as the promotion of technology. Two arguments in favour
of such an expansion have already been mentioned: the democracy-enhancing and
freedom-promoting function of certain social rights (see chs. 3.3 and 4.3.3). It is,
thirdly, possible to appeal to certain social-historical developments, in particular the
undermining of the influence of primary communities of solidarity, such as families,
clans, professional associations and local authorities. In so far as the political com-
munity, the polity, does not only coordinate these communities but also constrains
them in their rights and status and, moreover, squeezes them financially through
the imposition of taxes, corrective justice requires some sort of reparation: not a
wholesale takeover of responsibility, but one that is proportional to the authority that
has been undermined. The argument from corrective justice also applies to special
risks that arise in the course of structural transformations of society.

According to these three arguments, the legitimatory core of the Welfare state is
not to be found in an original community of solidarity, and only narrowly so in a
community of distributive justice. The link between the notion of social rights that
promote freedom and democracy with that of corrective justice is more important.
A state, which, whilst undertaking its duty to compensate and its responsibility to
assist commits to the corresponding tasks of solidarity, grows to be a community of
solidarity itself; but seen from a legitimation-theoretical viewpoint, this occurs only
in a secondary sense. Original tasks of solidarity may, of course, come to that: where
the state s policy transforms the living conditions of its citizens directly — most
markedly so during a war — it is responsible for the results.

The principle of subsidiarity is pertinent with respect to two elements of the
Welfare state: the extent of its responsibility and the way by which that responsibility
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is exercised. It stipulates that self-help has precedence over assistance from others,
and that for the latter pre-state assistance has priority over that provided by the state.
A state monopoly for welfare cannot be justified. Further, it remains to be verified
whether the undermining of the power of primary communities of solidarity that has
been pursued over time is so unmistakably advantageous for individuals that their
partial re-instatement is not allowed. At any rate, indirect assistance, that is enabling
individuals to self-help, is to be preferred to direct help. Rather than having a state
that feeds its people, it is better to provide them with opportunities to work. Rather
than increasing the role of the public sector in the state s economic output and
creating work only in the public sector, it is advisable to also provide the
right conditions for economic activity that will eventually lead to additional employ-
ment. Also, by virtue of its dependence on resources, the Welfare state is constantly
subjected to the proviso that it be capable of operating at maximum levels of effi-
ciency, a fact that tends to be forgotten in times of economic growth. Its job cannot
and must not be to unconditionally preserve the living standards that have been
achieved. In any case, the idea of subsidiarity throws into doubt the ever-greater
expansion of the state into a comprehensive Welfare state and demands that it limits
its responsibilities to core activities.

Although subsidiarity is primarily understood as a normative concept, it can also
be interpreted empirically and ask whether social reality follows from it. Cultural
anthropology answers in the positive and thus contests any misgivings that sub-
sidiarity may be out-of-touch with the real world. When structuring the relationship
between small and large groups, even cultures that are very different from each other
all abide by the same principle: as much central state as necessary, as little central
state as possible (Giordano 1994).

Responsibilities can usually be defined in both generous and narrow ways. Within
the general definitional scope available, the principle of subsidiarity assumes a sec-
ond responsibility which constitutes the rule with respect to the way responsibilities
are to be exercised. It emerges once more as a principle of burden of proof , which
can be specified according to three criteria: the requirement clause insists that a
higher authority actually be required for that particular purpose; the better -clause
insists that it must do so more competently than the lower authorities are able to; and
according to the precept of proportionality the encroachment of the higher authority
is to be limited to (a) the required magnitude, (b) the necessary depth of the regula-
tions and provisions, and (c) the required intensity of the regulations.

For both functions, the distribution of responsibilities and the way they are exer-
cised, scrupulous care must be taken not to interpret subsidiarity wrongly, neither as
a precise decision rule nor, conversely, as functionally incompetent. It ranks as a
principle, not as a decisive criterion or a book of prescriptions that gives concrete
political instructions, and not even as a scaling device that would measure politi-
cal alternatives as more or less compliant with the principle of subsidiarity. Given
that it depends on additional considerations about material requirements and side
constraints, the principle of subsidiarity does not set out any precise recommenda-
tion as to how to proceed. It is an open and supple principle that limits itself to
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providing two sets of directions: as soon as a higher state unit endangers a lower
unit s capacity to perform, it must limit its activity — unless it thus serves the indi-
vidual as a determinant factor. Where a self-restriction imposed after the event no
longer suffices because the lower units capacity to self-help has atrophied, the
higher authorities have a duty to regenerate the lower units. For reasons of compen-
satory justice, they help foster self-help and arrange for the provision of those (finan-
cial, organisational or other) means that will enable the lower units to help
themselves. For part of the principle of subsidiarity is the so-called precept of return
transfer : individuals or lower units that have become capable of self-help again must
be re-awarded the corresponding responsibilities.

Let us establish the subsidiarity that emerges in these forms of modernisation as
another principle of justice. The ninth, again rule-exercising principle of justice, the
universal precept of subsidiarity:

State responsibilities are legitimate only in so far as individuals and pre-state
social units require assistance. As part of a multi-levelled statehood, responsibilities
are to be granted as far down as it is of benefit to the legitimatorily final authority,
the individuals.

A complete list of principles of justice. The principles of justice in their entirety can
be classified along three dimensions; because of its objective rank, we begin with the
principle of proto-justice.
I. Law-constituting justice
The principle of proto-justice:
All members of the species of accountable beings recognise each other as legal
subjects, through an original recognition by oneself as well as by others.
(1) The universal precept of the rule of law:

As the embodiment of rules that are strictly applicable in every respect, the

law opposes personal arbitrariness and personal force and, for that very

reason, is to prevail among all human beings.
Il. Law-standardising justice
(2) The principle of greatest equal negative freedom:

Through the reciprocal abandonment of rights to freedom, each subject

acquires that same maximum amount of freedom to act, which, according to

the first principle of justice, is feasible with universally valid rules.
(3) The principle of comparative positive freedom:

(a) Through reciprocal positive provisions each legal subject is to obtain an
elementary positive capacity to act, which can be presented as certain
positive rights to freedom.

(b) In so doing, the rule-based order as the first principle of justice is
acknowledged: only those positive rights to freedom that can be realised
according to universally valid rules are just.

(c) The second principle has priority over the third: only those positive
rights to freedom are just that are compatible with the principle of the
greatest equal negative liberty.
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(d) The provisions of positive rights to freedom are dependent on culture
and resources and are comparative in nature.

(e) The third principle of justice is not substantiated via a justification that
is exclusively based either on exchange, corrective justice, or
distributive justice.

I1l. Law-realising justice
(4) The universal precept of creating a legal order and a state:
In order to realise justice, a state under the rule of law, as the embodiment
of public powers, has to be established.
(5) The principle of the separation of powers:
Public powers are to be separated.
(6) The universal precept of democracy:

Every rule is to be exercised in the name of the people and for the benefit of

the people.

(7) The universal precept of a rule-exercising democracy:

In order to achieve law-realising justice, the rule is to be exercised by the

people.

(8) The principle of difference:

Communities have a right to be different.

(9) The principle of subsidiarity:

State responsibilities are legitimate only in so far as individuals and pre-

state social units require assistance. Also, as part of a multi-levelled statehood,

responsibilities are to be granted as far down as it is of benefit to the
legitimatorily final authority, the individuals.

5.3 FEDERALISM

The West has been familiar with federalism for a very long time, at least since the
ritual and religious associations of the Greeks, the Amphictyonic leagues, and later
the Aitonic alliances of central Greece and the Aitolic alliances of the Peloponnese.
Federalism was already known to biblical Israel from the period of the Judges
(2 Sam 5, 1-3; 1 Sam 10, 20). Today it forms the basis of European as well as non-
European states, and its attractiveness continues to grow: the classic cases of
Germany, Canada, Switzerland and the USA aside, only three federal states existed
at the beginning of the twentieth century: Argentina, Brazil and Mexico. By the end
of the century, however, 52 percent of global territory and 40 percent of the world s
population boasted a federal organisation (Fraenkel 1984, 134).

In spite of this political success, there is a rich literature on federalism from a
constitutional viewpoint (for example, Deuerlein 1972, Maier 1990, Reuter 1991,
Scharpf 1994, Stewart 1984, Usteri 1954 and 1977, Wheare 1963), but barely anything
is said from the viewpoint of the philosophy of the state. Two paradigms reign: the self-
sufficient city republic of the Greeks and, later, the centralised Roman Empire. It is true
that in modern times we read in Montesquieu a passage about the r publique f d rative,
with Germany, Holland and Switzerland mentioned as examples (On the Spirit of
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the Laws IX 1-3), which Louis de Jaucourt reiterates almost verbatim in the
Encyclop die in an article of the same name (Koselleck 1972, no. 285). Montesquieu
is influenced by reformed federal theology, in particular by Althusius notion
(Politics, 1X 9-12) that, as Johann von M ller translates it (Koselleck 1972,
637 no. 285), the federal republic obviates two dangers: internal corruption and
inadequate power, both of which threaten the existence of large and small states
respectively. However, federalism does not attain a weight comparable with core
concepts in the philosophy of the state, such as democracy, human rights or the divi-
sion of powers. This assessment remained unchanged even with the publication of
the Federalist Papers by Tocqueville; the thoughts of Siey s before that (Hafen
1994, 259-261); later Proudhon s contributions (On the Federative Principle, [1863]
1979; The Federation and Unity in Italy 1862; see Hahn 1975), Otto von Gierke
(Community in historical perspective, 1868), Konstantin Frantz (Federalism as a
leading principle for the social, statist and international organisation, 1879) or
the rich debate surrounding the concept of the union with its two main options, the
federation and the federal state (on the union, see Koselleck 1972).

According to Althusius, Proudhon and Frantz, federalism is a general principle of
society. To Frantz, all social life is federalist in nature, be it a marriage or a league
of nations. Also, according to Proudhon s socialist-syndicalist variant, federalism
enables the development of a society that is founded on the notion of justice, equal-
ity and solidarity, and as a consequence does away with all rule and authority.
However, if federalism is understood, more narrowly and precisely, as a principle of
political order, then it maintains the internal self-restriction of democracy. Even if
federalism has, as is the case in Germany, a monarchical background (the Federal
Act of 1815 stipulates in article 1 that the sovereign princes and free cities of
Germany are uniting), it strengthens democracy as soon as it is adopted.

The Latin expression foedus, contract, evokes associations with agreement ,
alliance and union . Translations of Pufendorf s influential writings germanised
foedus and established it as union (Bund), which, in turn, is connected to the
notions of unity, commitment, agreement, peace and friendship. Also, part of both
expressions, foedus and union (Bund), is the notion of fides: loyalty and trust. By
virtue of its core interpretation as contract and its associated semantic field, feder-
alism blends in with contractarian thought in philosophy: seen from the viewpoint of
the philosophy of the state, the polity arises from a free consensus that then emphat-
ically opposes any notion of imperialism. Rather than originating from a conquest
and the asymmetry of rulers and ruled, polity arises out of a bond between juridical
equals. The medieval university, which arose from the union of autonomous and
equal faculties, represents a good example. To this day, the universities of
Cambridge and Oxford are a union of colleges, that each maintain great financial and

legal independence.

Both concepts, subsidiarity and federalism, are essentially interconnected. Within
a multi-levelled statehood — and even small states like Luxembourg and
Liechtenstein are further divided — the principle of subsidiarity demands something
that is less of a problem for states with a federalist tradition: that, as part of the
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structure of the state, the smaller units not be merely administrative entities (depart-
ments or provinces, for example), but relatively autonomous political units. Also, in
relation to the overall state, constituent states (federal states or cantons) have the
right to sort out their problems independently. They may claim assistance, however,
when they are incapable of carrying out the functions on their own. With respect to
statehood, then, the principle of subsidiarity advocates a vertical supplement to the
well-known horizontal division of powers, one that has significant advantages, such
as greater transparency and proximity to citizens, a superior ability to learn from
experience, greater efficiency and better control. Subsidiarity advocates a vertical
structure of multi-levelled statehood, whereby responsibilities remain as far as
possible with the lower authorities. Federalism, by contrast, is demanded by sub-
sidiarity because it contents itself as far as possible with smaller polities. Also, if and
when larger polities become expedient, possibly in order to take a stand against
powerful neighbours, these new polities do not originate from above, by submitting
to a hegemon, but through a union from below.

Federalism is a principle of state organisation that rejects imperialism as much as
it rejects the unitary and central state. Whether it takes the form of a more relaxed
union — for example the kind of confederation constituted by the Greek alliances, the
German union (between 1815 and 1860), the precursor of the USA (between 1783
and 1788) — or of a tighter union, the federation — such as the Federal Republic of
Germany, Austria, Switzerland or the USA: in such cases state-like units unite and,
consequently, surrender only parts of their autonomy. In the case of the USA, this
arrangement is manifest in the denomination United States of . ... Other federal
states too, attach great value to this notion. Until 1999, the federal constitution of
Switzerland mentioned in its first article the sovereign cantons whose people
(V lkerschaften) have united into the present alliance (articles 3 and 5). In Germany,
the constitution of 1949 refers in its preamble to the German nation as constituted in
the states . Also, according to article 2 of the Austrian constitution of 1929, the federal
state of Austria is formed from independent states that are, according to article 6,
comprised of their own state citizenry . Indeed, within the union, existing states
become constituent states, but they do not give up their independence. A uniform
statehood that is only delegated top-down does not arise.

Although the weaker union, the confederation, enjoys no common public powers, in
the case of the federal state, the constituent states surrender significant functions to
them. The constituent states generally forgo their role in foreign affairs (although the
German basic law says in article 32.3: as far as the German states are responsible for
particular legislation, they can, with approval of the Federal Government, enter into
contracts with foreign states ). Furthermore, the union takes over the responsibility for
territorial defence, the currency, postal and telecommunication services, as well as
criminal and civil law (in the USA criminal and civil law are predominantly a matter
for the individual states). Also, the members of the union submit to majority rule and
establish a common legislature as well as a federal court with a federal executive.

In the federal state, the Bodin—Hobbesian notion of undivided sovereignty is aban-
doned in favour of multi-levelled statehood and shared sovereignty. Only a centralist
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reading of sovereignty makes the thought of a shared sovereignty appear like a blunt
sword, while neither the theory nor the practical execution of federalism have any
difficulties with it. The Swiss federal constitution awards sovereignty explicitly to
the constituent states (cantons). As with the Austrian and American conception of
the state, in Germany both the federal union and its members have a state-like qual-
ity (see Maunz 1990, nos. 1-8). Also, where the federal state is democratically
constituted, the overall democracy is based on smaller partial democracies, whereby
statehood is of democratic quality (1) within the units, (2) between the units, and
finally (3) in the whole federation. Influenced by Tocqueville s interpretation of the
American constitution, the historian Georg Waitz (1862, 43) rightly explains:
A people organizes itself into a state in two ways, on the one hand as a whole, and
on the other as independent parts . In a federal state, sovereignty is shared between
the union and the constituent states.

Both federalism as well as its opposite, unitarism, allow for many levels. Seven
grades of increasing centralisation can be distinguished schematically: (1) in the case
of extreme particularism or extreme decentralisation, states are entirely independent
from one another. (2) In the case of the federation, they come together to as an initial
and very minimalist unit. Given the right contracts, common actions are pursued, but
only following unanimous decisions. (3) The next layer is an in-between arrange-
ment. The European Union, for instance, and before it the Holy Roman Empire of
German Nations, are both more than a federation and at the same time less than a
federal state, because elementary conditions of statehood such as territorial jurisdic-
tion and decisive functions such as foreign policy or territorial defence remain, at
best, rudimentary. With the adoption of a common currency, a common police (albeit
one with limited powers) as well as a common (European) court of law, gradual
progress is made towards a federal state: (4) in its more particularist variant,
for example, Switzerland, the union assumes less responsibility than (5) in a more
centralist federal state such as Germany or the United States of America. Further, for
both variants of federal statehood a dividing principle can be distinguished from a

unifying one. In the case of dual federalism (the dividing principle), as for instance
in the USA, the union and the constituent states execute their (legislative, fiscal and
administrative) functions independently of each other, while in the case of cooperative
federalism (the unifying principle), such as is practised in Germany, the legislatively
dominant union is dependent both on the approval of the second chamber as well as
the member states executing the laws. (6) Among the centralist or unitarian states,
some, such as France, are willing to allow a certain degree of decentralisation, while
(7) the exact opposite of extreme particularism — the pure centralist or unitary state —
rejects any form of decentralisation.

An important state-theoretical aspect of federalism is the question of which units
should enter the union. In the course of the debate over the unified German state in
the nineteenth century, two directions emerged. The liberal-constitutional view
favoured a dual union, according to which a union of the people should supplement
the union of the princes. According to the republican—democratic view, in turn, only
a union of the people was necessary (Huber 1986, 104-119). As the debate went on,
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two disparate questions about state theory were intermixed. Since the holy authority
and the divine right of the princes (Gottesgnadentum) still prevailed, the argument
raised questions on the one hand about the legitimatory basis of state power, that is
to say it came down to a choice between democracy and the divine right of the
princes. On the other hand, the union of previously independent states had to be
decided upon. This was, regardless of the question of the democratic legitimation of
the state, not left to the individual legal subjects, but to those existing state entities
that were ready to form a union but intended to keep the rank of constituent states
inside it. Two phases must therefore be distinguished: the decision about the union
and the decisions within the union.

If we acknowledge the basic democratic axiom that all power is derived from the
people, all previously independent states directly enter the federal contract.
However, since states are for their part democratically legitimised, they owe their
existence to the basic foundation of democracy, the will of the people, so that all
legal subjects enter the federal contract indirectly. Also, it remains up to individual
states to decide whether the decision to unite should be made representatively in
parliament or, given the far-reaching implications of such a decision, as a plebiscite.
In contrast to the decentralisation of an existing central state, a federal contract does
not structure an existing state anew but creates a new statehood with a new demos in
a legal—constitutional sense, that is a new nation. It is therefore advisable to grant the
new people, the totality of the legal subjects of the union, a right to codetermination.
However, the previously independent peoples, the primary demoi, must not be
coerced into the union against their will through majority rule. Legitimatory priority
rests with the previously independent states. Although these can make state-internal
decisions with a (qualified) majority, between states it is unanimity that is required:
every state has the right to reject the union.

The decision processes alter however after the federal contract has been agreed
upon. Since states have surrendered only part of their independence, a shared dem-
ocratic legitimation rules: the legitimation of the whole of the primary demoi, the
democratically created constituent states, is complemented by the legitimation of the
newly created demos, the people of the union of states. Due to its fundamental
importance, this dual dimensionality makes it into the constitution of federal states.
While the basic axiom of democracy ( all power is derived from the people ) applies
within the constituent states, it assumes a more complex form in the aggregated
federal state: all power is derived from the people and from the totality of the
constituent states . As a result, the legislature consists of two chambers, but not of
an Upper House and a House of Commons (in this sense Great Britain is not a fed-
eral, but a central state). Rather, there isa people s chamber (the Bundestag, House
of Representatives, National Assembly) and a state chamber (the Bundesrat,
Senate, Upper Chamber). If the state chamber were abolished without replacing it
with an equivalent institution, much of a state s federal nature would be lost.

There may be differences in the way the second chamber is set up. In the USA
and Switzerland, all constituent states, large or small, are represented by the same
number of votes, an arrangement that is considered unjust by Germany, Canada
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and the European Union. In some states (for example the USA and Switzerland),
the members of the second chamber are elected directly by the people, in others by
the parliaments of those states (for example Austria), in others again they are
appointed by the federal government (for example Canada). Further, most federal
states have a free mandate, while only Germany has an imperative one.
Representative democracies maintain reservations about an imperative mandate,
which is why the latter solution could be considered superior. In truth,
however, both solutions have typical disadvantages. It is political parties that tend
to cogovern in a union characterised by a free mandate, while in the case of the
imperative mandate it is the states leaders that do so. Although these leaders rep-
resent no more than a majority rule, it is at least a majority of their states. By con-
trast, political parties are inclined to assess problems against the interests of the
entire federal state. The self-interests of the constituent states, and federalism as a
whole, may therefore be better catered to in settings with an imperative mandate.
The free mandate, in turn, has a unitary tendency.

The bicameral system permits something with which some theorists of democracy
take issue: a minority population is capable of preventing the policies of the major-
ity population when decisions are made only from a majority of the second cham-
ber. However, federalism does not thereby emerge as more undemocratic than a
unitary state. Dahl (1983, 107) speaks quite wrongly of an anomaly of federal
systems. Since states are equal when the decision to create the union is made,
smaller states have the right to protect themselves against a constant marginalisation
by larger states, and to demand for themselves a representation in the second cham-
ber that is greater than the population figures would allow. On the other hand, the
minority population must for its part not marginalise the majority, by stipulating that
decisions be made only by the second chamber. The principle of dual majority
confronts both of these dangers of marginalisation: for certain decisions the majority of
the national chamber as well as that of the second chamber is required.

The subsidiarity principle is a useful tool when making decisions about the
detailed design of the union: constituent states should surrender only the type and
level of responsibilities that they cannot exercise better themselves. Above all, the
legitimatory basis must be preserved: if a unitary state agrees to decentralisation and
regionalisation, the possible structures available to lower units are determined from
above; with federalism, responsibilities are granted to higher instances by lower
ones, to which they remain anchored.

This difference is hardly ever limited to the constitution. Unitary central states can
dissolve or destroy local and regional units more easily and create new artificial units
instead. History tells us that they often use this power. By contrast, federalism is
inclined to preserve the specific features of natural units . Regional reorganisations
are subject to approval and are, if at all, only pursued with great care. The agreement
to mutually recognise one another s identity and importance is characteristic of the
corresponding union. According to Tocqueville (Democracy in America 1835-41,
part 1, ch. I 8) it is due to federalism that, on the whole and despite its size, the USA
preserves the political freedom of a small state.



100 CHAPTER 5

Since federalism preserves the rights of natural units, it allows for a considerable
degree of independence and freedom in ethnic, linguistic, religious and cultural
realms, which in turn helps it to defuse corresponding (ethnic, linguistic,
religious . ..) conflicts. Hence, it is not only subsidiarity and (participatory)
democracy that speak in favour of federalism, but also freedom itself. However,
regional freedom can come into conflict with the liberty of the individual: during
the early years of the USA, for example, the union granted Whites in Southern states
the right to uphold slavery.

Federalism also alters the relative weights of the three main means of control
available to society: (democratic) rule, the market and solidarity (see ch. 4.0).
Whereas the central state tends to lean more towards democratic rule, federalism
promotes solidarity, because smaller units facilitate the required affective relation-
ships. More importantly, federalism permits the development of economic, cultural
and political competition between constituent states and consequently makes room
for the third form of control, the market. In contrast to a single overpowering core,
federalism allows a great number of centres; and regions are always more than mere

provinces . Chomsky (1996) opposes federalism on the grounds that decision mak-

ers in small political units can be more easily influenced by large corporate entities.
Yet, as the example of Switzerland demonstrates, even small states can fight this
influence with suitable precautions. Competition between constituent states also
helps to explain the great differences between the larger world regions. It is no acci-
dent that Europe has experienced such unusual development since the (late) Middle
Ages and that it has, for instance, outperformed China, a country that was originally
more developed in both science and engineering. This can be explained primarily as
the result of the competition that existed among European states, while China
remained a centralist state.

Of course, in some places competition is curtailed or, worse still, discredited as
competitive federalism (for a comparison of varieties of federalism, see Villiers
1994). Article 72.2 of the German constitution, for instance, postulates equivalent
life conditions (Herstellung gleichwertiger Lebensverh Itnisse), a precept foreign
to, say, Switzerland. This precept was hardly ever an issue in its original conception
— that of providing equal opportunities and procedures. This has changed since the
original stipulations increasingly were interpreted as the attainment of equal results,
which brings about, either in an institutionalised form or concealed by social secu-
rity contributions, an extensive redistribution of income between constituent states.
Redistribution of this kind reduces the incentive to strive for a stronger economy and
higher tax revenues and instead increases the incentive to accrue ever-higher levels
of public debt. These two incentives are further reinforced because of the inter-
weaving and overlapping financial responsibilities granted to the federal state, the
constituent member states and local authorities. Where there is no single adminis-
trative responsibility, structural irresponsibility will loom: so as to exploit the other
side, each side accrues too much debt, and in the end all are worse off.

The result is an insistence on a unitary federal state (Hesse 1962), which tends to
coerce smaller and financially weaker constituent states to merge, although Switzerland
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shows that small cantons (for example, Zug and Schwyz) can be economically supe-
rior to larger ones. At any rate, what remains suppressed by the precept of equality
is the fact that only a few factors can actually be levelled out, while housing stan-
dards, recreational opportunities, ways of life, climate and even maintenance costs
remain different. In order to reinforce the variety and competition inherent in feder-
alism, it may well be advisable to roll back excessive levelling, to reduce the demand
for uniformity, and to relieve smaller constituent states of the pressure to merge.

The most decisive parameter in the theory and praxis of constituent states is their
statehood, which they maintain and which is institutionalised in the form of proper
public powers, with their own constitutions, codes of law, parliaments, governments
and legal bodies, as well as their own financial autonomy and authority. Hence,
both state powers and state responsibilities are shared, and statehood as well as state
responsibilities originally lie with the constituent states themselves. This follows
because responsibilities that were never surrendered in the federal contract are not
derived from the overall federal state. In this sense, the constitutions of federal
states like Germany and Switzerland presuppose that legislation remains a funda-
mental responsibility of the constituent states (articles 30, 70 I, and 72 of the
German Basic Law; article 3 of the Swiss federal constitution). There is a danger,
however, that the federal state uses its powers of legislation so excessively that it
quickly assumes the position of a dominant legislature. In Germany this threat is
further enhanced by the fact that the Federal Constitutional Court (BVerfGE 1,14;
BVerfGE 3, 407; BVerfG, 1BvVR 2306/96) does not consider itself able to litigate
over the corresponding requirement clause in the constitution (article 72(2)): The
federal union assumes for this area (sc. for the competing legislation) the right to
legislate, if and when [. . .] a federal rule is required . The implication is clear and
amounts to a change of the constitution that has, moreover, never been decided
upon: due to the lack of forceful opposition, the federal state has appropriated the
entire domain of competing legislation, and the autonomy of the constituent states
is increasingly curtailed.

A critical remark may be permitted about this constitutional-juridical development:
the Constitutional Court s opinion means that it is the political judgement of only one
political entity, the union, that matters, which in turn results in a decision in favour of
the union and at the expense of federalism. This constitutes a creeping change of the
given constitution and, at the same time, a (possibly inadvertent) transgression by the
Federal Constitutional Court of its function, because it has only the power to interpret
the constitution, not to alter it. If, as is the case in Germany, the legislature reduces con-
stituent states to an administrative—executive function not only in municipal affairs,
policing, and law and order, but also in development planning and cultural policy, then
it is pursuing a progressive unitarisation . This represents a drastic change from the
original federal contract; it should not be allowed to occur in such a creeping way, but
should be permitted only after a public debate and a vote about the basic principles of
the union. The fact that neither have taken place and that other unions find themselves
in a similar situation is the real anomaly of federal democracies. Worse still,
the process is strictly speaking illegal: these democracies allow a gradual (but still
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significant) power shift away from constituent states and towards the union, without
subjecting these to their own requirements of legitimacy, a democratic decision-making
process (on the USA, see ch. 11.1).

While in a federation common organs take on common responsibilities, in a union
the organs of the federal state and those of the constituent states work together.
Hence, a vertical division of power complements the better-known horizontal sepa-
ration of powers between the legislature, the executive and the judiciary. Even the
federal supplement itself is two-dimensional. The vertical dimension with decision
centres in both the union and the states aside, there is a second horizontal dimension:
the cooperation of the states in establishing the union s aggregate will, which
manifests itself in the legislature s second chamber. The self-coordination of the con-
stituent states is a third horizontal dimension, for example a permanent conference of
the secretaries of education, culture or finance.

To summarise, three aspects should be emphasised: from a constitutional-theoretical
viewpoint, federalism is a complex interplay of centripetal and centrifugal forces
(Maier 1990, 229). As constitutional practise teaches us, the balance between
these forces is put into question by tendencies towards unitarism (for Switzerland
see Fraenkel 1986, 175-178; for the USA, see Friedrich 1968, 17-24). If these are
confronted early enough, federalism has the advantage of preserving the rights of
natural units and promoting social and cultural diversity.



CHAPTER 6
THE DEMISE OF THE STATE?

Over time the state has taken on more and more responsibilities and, in many
respects, has become more powerful as a result. According to many the opposite is
true today: the state is being dismantled. As long as the state is seen as an authority,
such a loss of power is probably welcome (and is consistent with the principle of
subsidiarity). Yet, depending on the nature and magnitude of the loss, the original
and subsidiary state responsibilities may be jeopardised, and with this, the political
project of modernity: the democratic self-organisation of society.

While there is general agreement that this loss of power is per se a good thing,
exactly how it takes place remains contentious. Depending on how various critics
dramatise the issue, (1) the most modest diagnosis asserts that the state has
become inefficient (G nther 1990); (2) a more critical viewpoint claims that the
ability to govern has been compromised (Grimm 1990); and (3) the more pes-
simistic verdicts point to the failure of the state or of modern politics in general
(Decker 1993, Kreuzer 1986). The strongest verdict (4) posits a disenchanting of
the state (Willke 1983) and a loss of its legitimacy (Dogan 1988). There is, last
but not least, (5) the contention that the state has forfeited its sovereignty on a
massive scale and the suggestion that, worse still, sovereignty, the key concept of
the theory of the state, no longer has any significance in the real world
(Czempiel 1969).

The more dramatic diagnoses are similar to the thesis — ascribed to Marx — of the
demise of the state (The Communist Manifesto) and Carl Schmitt s assertion (1973,
376) that the era of statehood is coming to an end. They are, however, also
reminiscent of the modern predilection for apocalyptic utopias. Nietzsche s dictum
that God is dead! (The Gay Science, vol. 3, no. 125) is now replaced by the claim
that the (modern) state is dead. However, in Nietzsche there is an awareness of an
important prerequisite: God remains dead! And we killed him . This applies to the
state as well: akin to religious decisions, political outcomes do not come about
through evolution alone, but through human action. In the case of the state in
general, and democracy in particular, this might not come to pass. More plausible
than the death of the state are considerable structural transformations, the

metamorphoses of the state (Luhmann 1995, 101).

Any potential transformation can be assessed along either of two dimensions:
changes from within (6.1) or from the outside (6.2). There is also the
subsequent issue of the postulated end of the nation state as the prevailing
model around the world (6.3). All three questions are of interest to us, especially if
we are mindful of the implications they may have for a qualified democracy: does
its state-like character make it more prone to loosing its power?

103



2 Western European Local
Government in Comparative
Perspective

Alan Norton

This chapter aims to show the similarities and differences between
the main systems of local self-government in the Western
democracies and to provide a background to the developments
in particular countries that are described in the following
chapters, particularly having regard to local government status,
structures and activities. It sketches, very briefly, some of the
history necessary for an understanding of what is held in common
and how principal differences are to be explained amongst the
member states of the Council of Europe. It relates closely to the
conclusions of Chapters 3 and 15 below.

Although Western European local government systems are often
classified into Northern and Southern democracies (see for instance
Page and Goldsmith, 1987), a wider analysis shows that this can be
misleading, since the characteristics of the systems of the United
Kingdom and Ireland are closer to those of the United States and
the ‘white’ dominions of the British Commonwealth than they are
to those of, say, Sweden and Italy, or to those countries that are
really neither North nor South — France, the Federal Republic of
Germany, Austria and Switzerland.

In a study published in 1983 I found sharp differences between
advanced local government systems in North America and those
in the non-English-speaking countries of Western Europe (Nor-
ton, 1983). The key characteristics of these latter countries were
identified as:

21



22 A Comparative Perspective

e provisions regarding local authorities in national constitutions
which to some extent guarantee their authority and entrench
their position as organs of the state

e the concept of basic authorities as communities which place the
responsibility for their own public affairs on accountable local
assemblies or councils

e their unwillingness to allow their councils to lose an intimate
relationship with local communities by amalgamations covering
too wide an area

e general competence to undertake activities for the benefit of their
inhabitants

e a wide spread of functions, reflecting the concept of general
purpose local authorities exercising comprehensive care for their
communities

e close integration of local authorities into the national govern-
mental and administrative structure, with interdependency and
mutual awareness between levels of government. Local author-
ities tend to be seen as implementors of national policies
formulated in close consultation with all the interests concerned

e stronger political power exercised by local authorities upwards
through their associations and more integrated political parties,
local support being high in the minds of national representatives,
a high proportion of whom have very close contact with their
own local authorities and often significant experience in local
government and administration.

While North American local democracy shares some of these
characteristics, it lacks others. The analysis in Table 2.1 makes a
further distinction between North European and South European
countries: in particular between Sweden and Denmark on the one
hand and France and Italy on the other, and it contrasts Britain
with both groups. If the Irish system were covered also it would
provide an example of a case derived from the British model but
in which local authorities are more highly dependent on the
centre than in any other case. Spain and other countries in
Southern Europe based on the Napoleonic law model are
obviously close to France and Italy. While there is more variety
in the smaller Northern states, they tend to have characteristics in
common with Sweden and Denmark. The systems of the Federal
Republic of Germany, Austria and Switzerland are also omitted
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in order to simplify the table. They stand apart as federal sys-
tems, but relate in different ways to the southern and northern
European groups, and even in different but relatively minor ways
(ignoring the federal dimension) to the British and American
systems.

The classifications are made on judgements; not, with excep-
tions, on quantifiable data. They are not strictly comparing like
with like, and are to some extent open to debate. Moreover, if the
classification is applied to groups there are a few clear exceptions
under particular heads. One major problem in such comparisons
is that the position of each individual service is often different
from that of others. Nevertheless the classifications reflect general
expert opinion.

On 10 of these 13 characteristics the North American systems
most closely resemble the British, but there is a clear difference in
matters of internal characteristics: not least the difference in the
politicisation of the British system (where Britain is much closer
to Europe) and the form of the executive. On politicisation,
Europe contrasts sharply with North America, where levels of
participation and party political activity are much lower. Britain
has low voting participation, especially in local government
elections, but nevertheless an active party system. Traditionally
voting has tended to polarise between two parties, aided by the
majoritarian electoral system, as is the case even more so in the
United States. The two European groups stand together but
differ from the British in about half their characteristics. Britain
is arguably Atlantis: a separate continent with some institutions
analogous to North American and some to European ones.

Historical heritage

The deep difference between European systems can be apprecia-
ted only through an understanding of their histories. Here there is
space to make no more than two or three related observations.
The tradition of the free or chartered cities and boroughs,
based on an acceptance by the state of the contribution they
made to shared wealth as free centres of wealth and commerce, is
a common root in virtually all European systems. They developed
from institutions of self-government in towns, boroughs and
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cities, controlling their own fiscal systems and levying direct
taxes on individuals according to means and on individual
consumption, also related to personal means.

We find here basic values: a high valuation of freedom amongst
their bourgeoisies and craftsmen, encapsulated in the German
proverb ‘Stadtluft macht frei’ (‘town air makes man free’); and
public provision of services in, for example, their development of
the regulation of commerce and industry, welfare services, road
systems, water supply, drainage and sewerage, rudimentary public
health systems, schools and facilities for the care of the poor and
elderly. They opened up new and distant markets for city trade,
activities generally appreciated by state governments as contribu-
tions to shared wealth (Pirenne, 1939). These systems at their best
were maintained by elected mayors and other officials who were
also magistrates applying law and under regulation by their
popular assemblies.

They were embedded in provinces governed either directly by
representatives of the central state or by local land-owning
oligarchs. The modern system of county and regional govern-
ment was developed by the state by means of the reform of local
assemblies, the widening of the electoral franchise and the
extension of their responsibilities. In continental Europe tradi-
tional systems were transformed from the aftermath of the
French Revolution of 1789 onwards to provide a more rational
and efficient system of direct control of a local government
system based on communal institutions. The nineteenth-century
democratisation of the systems developed step by step in both
Britain and the continent, including France where elected assem-
blies were created for the ‘départements’, whose executive never-
theless remained in the hands of nationally appointed prefects.
The prefects, assisted by sub-prefects, supervised the business of
the local communes closely. The model was widely copied and
democratised step by step from 1833 onwards. In Britain
responsibilities at this level were generally placed in the hands
of special ad hoc authorities. Towards the end of the century the
functions of these bodies were consolidated under new county
and district councils. The structure and procedures of these
councils were modelled on the political and administrative
patterns of the reformed boroughs. Chartered county boroughs
stood outside this system as all-purpose authorities, acquiring a
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full-range of powers and frequently adding to them by obtaining
approval of private acts in the national parliament. Under British
rule Ireland followed step by step until the establishment of the
Irish Republic.

The developing systems of local democratic government in
much of Southern and Central Europe, increasingly based on
the party system, were undermined by the fascist regimes of the
inter-war period, beginning with that of Italy which since 1861
had developed a system of communal government with a uniform
Napoleonic prefectoral system based on that which had operated
in Piedmont. With the fall of the fascist regimes, the countries
affected turned to the principles, traditions and structures labor-
iously developed in earlier years. Italy was a leader in the new
wave of constitution-making. Like France and West Germany, it
was determined to prevent the rise of a new authoritarianism by
means of checks on the executive power. Decentralisation was
seen as central to this objective. Portugal and Spain followed
after the fall of the Salazar and Franco regimes. Not only were
Germany’s and Austria’s federal systems restored, but provision
was made in Latin countries for a new level of regional authority,
led by Italy in its constitution of 1948. By the 1980s similar
regions were exercising decentralised power in Italy, Spain,
Belgium and the Portuguese islands, while France developed its
own form of elected regional government within the framework
of a previously existing constitution.

In twentieth-century Western Europe the most outstanding
political developments have been the universalisation of electoral
democracy linked with the maturation of the party system, both
at national and at local levels. These have been guaranteed on the
European mainland by the re-establishment where necessary and
the development of the constitutional system as the principal
under-prop to the maintenance of individual rights and the
associated rights of local communal autonomy.

Local and regional government status

The word ‘status’ is used here to mean standing in law within the
constitutional system. Local authorities have a position and a
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guarantee in the national constitutions or basic law of all the
larger states of continental Western Europe, and in nearly all
cases in the smaller ones. Their rights are defined, for example, as
looking after the affairs of their communities (Denmark) or
governing and regulating their own affairs (Germany). The main
exception is Switzerland where local government is entirely a
matter for the cantons and half-cantons, as described below. The
communes of which they are constituted are nevertheless funda-
mental to the system.

Interpretations of the United Kingdom’s ‘unwritten constitu-
tion’ used to give local authorities a special place within the
structure, but local government has no special protection in law
and it has become clear under Mrs Thatcher’s government that
local authorities are unprotected by tradition or consensus. Any
sense of independence that the cities and boroughs may have
enjoyed as creations of the Crown has virtually disappeared. The
Irish Constitution, in the British tradition, also gives no special
status to local authorities.

The doctrine of general competence — the principle that local
authorities have a general power of jurisdiction over the affairs of
their areas and inhabitants subject to the law — is the norm in
continental Europe. In Germany this includes the ‘power of
issuing general regulations which represent substantive law’, and
such a quasi-legislative function determines decision-making
procedures elsewhere. The doctrine of subsidiarity provides a
justification for the special position of local government. This
lays down that the responsibility for carrying out tasks should be
held at the lowest level of government competent to undertake
them, and that where necessary higher authorities should give
support to enable them to fulfil the responsibilities that are
appropriately theirs under this doctrine.

In English-speaking countries on the other hand local author-
ities have no general competence in law, with effects which Blair
comments on in the next chapter. He also remarks on the extent
to which British local government is regarded ‘almost exclusively
as an institution for the delivery of services — or at least for the
making of arrangements for the delivery of services’. This is in
the utilitarian tradition, the proponents of which in the nine-
teenth century by-passed the use of local government by setting
up systems of ad hoc authorities. This tendency was to some
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extent reversed at the end of the nineteenth-century, but adopted
again in a different form in the mid-twentieth century.

Federal states and regional governments

The status and influence of local authorities inevitably relate to
the nature of the higher level authorities on which they are
dependent. Thus in the countries in Western Europe which
possess fully federal constitutions — the Federal Republic of
Germany, Austria and Switzerland — they are subject in varying
extents to the provisions of the Ldnder and cantons which share
state power with the federal institutions. In Germany the ten
Ldnder and West Berlin, which vary in population from 660000
(the city state of Bremen) to nearly 17 million (North Rhine-
Westphalia), share sovereignty with the ‘Bund’. Each has its own
system of law and defines the responsibilities and powers of its
local authorities in its Land constitution and in legislation.
Austria has a centralised legal system and its nine Ldnder, which
range in population from 265000 (Burgenland) to 1580000
(Vienna), have more restricted powers. Residual and ‘implied’
powers lie at the federal level. The centre has the right to
determine the powers of local authorities throughout the coun-
try. In Switzerland the central state was created by the auto-
nomous cantons to fulfil joint needs. There are 33 cantons, three
being divided into ‘half-cantons’ with half the voting power of the
others in the national assembly. Population sizes range from
about 12000 (Schwyz) to 1123000 (Zurich). All but one canton
entered the ‘confederation’ between 1291 and 1814. The relation-
ships were formalised under the federal constitution of 1848
(revised 1874), and have subsequently been modified under
national referenda which in general have strengthened the
centre. The cantons and half-cantons however vote their own
laws, levy their own taxes and determine their own local
government systems.

In these three cases the member-states participate in national
decision-making through representatives in central assemblies.
This is not so in the ‘regionalised’ systems of territorial govern-
ment of Belgium, Spain and Italy, but it has been the intention in
Belgium to establish a form for such participation in the 1990s. In
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all these countries the regional authorities legislate for the local
government systems within their boundaries and exercise super-
visory roles of different kinds over their local authorities.

In Belgium regional institutions were set up in 1980 and the
provisions revised in 1988. The three regions are Flanders
(pop. 5676000), Wallonia (pop. 3206000) and Brussels (pop.
976000). Spain’s regionalisation under the 1978 Constitution is
the most radical — at least until Belgium’s structure is completed.
The regional authorities are the 17 ‘autonomous communities’,
ranging in population from La Rioja (260000) to Andalucia
(6573000) and averaging 3331000. Italy embodied a regional
level in its post-war constitution as one of the main measures
towards democratisation and decentralisation of power. Most
regions however were not set up until the 1970s, and it is only
since 1977 that they have acquired wide competences from the
central state. There are twenty regions, ranging in population
from Valle d’Aosta (about 111500) to Lombardy (8500000).
Their populations average 2865000.

The French regions acquired the same constitutional status as
local authorities on the election of regional assemblies in 1986.
There are 22 mainland regions (including Corsica for which there
are special provisions), and four for territories overseas. Corsica
apart, the mainland regions have populations ranging from
1084000 to 10073000. They enjoy the same constitutional status
as other levels of sub-national elected government.

The Portuguese Constitution of 1976 provided for the setting
up of regional governments which, amongst other responsibilities,
were to prepare and implement regional plans and to coordinate
and support the work of local authorities and the management of
public services. Two ‘autonomous regions’ exercise powers in the
Azores and Madeira, but mainland regions had not been estab-
lished by 1989. There are however five Regional Co-ordinating
Commissions to pave the way to regionalisation and exercise
certain interim functions, with populations from 324000 (Al-
garve) to 3410000 (North).

Arguably the size of local authorities determines their condi-
tions and abilities more than any other factor. It determines to a
large extent the weight of the individual elector’s vote in the
choice of representatives, the extent to which he or she can
understand and influence what is being decided in the council,



30 A Comparative Perspective

the level of dependence of representatives on their paid employ-
ees, their knowledge of the whole of the local authority’s
business, the scale and specialisation of the officer organisation,
its accessibility to the population — and in some ways to
interference by the central state — and other matters. Population
scale is in the majority of cases more significant than area, since
even in a built-up area a major enlargement of scale increases
remoteness and problems of understanding.

Despite the fact that in virtually all countries there is a wide
range in the size of local authorities, the average population in
each country may be taken as an indicator of scale, bearing in
mind that a very big majority are below the mean. Countries
form groups in this respect. Table 2.2 shows that in general the
more southerly countries have shown most resistance to pressures
for increases in scale. The line demarcating the regions most
attached to smallness roughly follows a line around the Mediter-
ranean and Atlantic coasts and the French side of the Channel as
far as Belgium, and then continues south including Luxembourg,
the south German Linder, Switzerland and Austria. We rank
countries according to average size of basic main authority. The
figures speak for themselves. In the following chapter Blair
develops the theme of the effects of the bigness of British local
government districts.

Where, as is the case in most countries, all basic authorities
carry the same or nearly the same responsibilities and compe-
tences and there are great discrepancies in their ability to carry
them out, ranging as they do from small villages to great cities,
this is a matter that is often central to the problems of
decentralisation of powers. It has of course been the main
justification for extensive amalgamations of local authorities,
particularly in Northern Europe. Where a general enlargement
of scale has been rejected, governments have in most cases taken
the initiative in promoting inter-authority collaboration, joint
bodies, delegation of functions upwards, contracting and other
means by which the limitations of smallness can be overcome.
But the result can be that while the local powers are maintained
in principle, effective local control is reduced. The successes and
failures in this approach are too complex a story to summarise
here.
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TABLE 2.2 Size and populations of basic local authorities

Country Average population of Number of
basic authority (approx.) basic authorities

The South

France 1500 36000 (approx.)

Greece 1600 6036

Luxembourg 2905 126

Austria 3000 2417

Spain 4700 8049

Italy 6800 8000 (approx.)

Fed. Rep. of Germany 7240 8400 (approx.)

Portugal 34180" 275!

The North

Norway 9145 454

Finland 10646 461

Belgium 16740 589

Netherlands 17860 800 (approx.)

Denmark 18500 276

Sweden 30000 282

The Islands

Iceland 1100 222

Ireland 41910 92

Northern Ireland 60480 26

Wales 75870 37

Scotland 91620 56

England 127000 365

! Portugal has in addition to its municipalities 3848 parish
authorities with an average population of about 2500 which
carry out a range of statutory functions on delegation in addition
to discretionary powers. They have much wider scope than the
English parish and Welsh community authorities whose functions
are entirely discretionary and not comparable with the other
authorities above.
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Provinces, counties and other intermediate authorities

The origins of the authorities that are intermediate between the
basic local authorities and the central government — the pro-
vinces, counties, and ‘départements’ — have been described briefly
above. The development over the last two centuries of elected
assemblies at this level, with the general transfer of state
responsibilities to these counties or their executives has resulted
in a variety of patterns, which may be seen as situated at stages in
a progressive transfer of service provision to local democratic
control. Thus we find the following arrangements:

1. A state-appointed governor or other high-level official respons-
ible for state functions over a large area without an elected
council of its own but including a large number of sub-areas
with autonomous local assemblies, as can be found in Austria,
Finland and the larger German Lénder. In Luxembourg there is
a state-appointed commissioner for each of the three admin-
istrative districts, whose purpose is to liaise with the communes,
the single form of local government in the country.

2. A state-appointed governor for each province who acts as
executive for and presides over an elected provincial council,
as in Portugal pending the setting up of a new system of
regional government. In Belgium there is a state-appointed
governor for each province who heads a provincial executive
board, but the provincial assemblies elect their own chairmen.

3. A governor or prefect who is responsible for central government
functions in the same county or province in parallel with an
autonomous assembly which provides major services and elects
its own chairman and executive. In a number of cases he
presides over a board of representatives chosen by the local
assembly, so that there is close involvement of local councillors
in decisions made and advice given on central government
actions affecting the area. This is now a widespread arrange-
ment found in Denmark and Sweden in the north of Europe
and in Italy, Spain and Greece in the south.

In France the classic prefectoral system, in which the state-
appointed prefect was the executive and chairman for the
departmental council, was superseded under legislation in 1983
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by one in which the council appoints its own executive and
chairman, while the prefect has acquired the title of state
commissioner (Commissioner of the Republic) acting for the
state but not exercising detailed supervision.

All these systems, in different ways, provide for a close and
often interlocked relationship between state-appointed officials
and local government executives. They provide a means for close
collaboration and joint action locally between central government
and local authorities at both basic and intermediate levels. This
close interweaving of state and county is achieved also in Ireland,
where counties and towns appoint managers from candidates
recommended by a national board. These officers are in practice
very close to the government civil service. Such an arrangement
however appears close to a direct subjugation of local govern-
ment, although in what may be seen as a similar arrangement in
the Netherlands where civic executives (the burgemeester) are
appointed on the recommendation of the Crown commissioner
in the province after consultation with the council, this does not
seem to undermine the sense of local autonomy.

Britain stands apart in that although there are intermediate
authorities for all areas excepting London and the other major
conurbations — counties in England and Wales and regions in
Scotland - there is no intimate relationship with a senior
government official who carries specific general responsibilities
for liaison and other matters in the interest of the national
government. In fact there is no single senior government official
whose task is to supervise and coordinate relationships with local
authorities in an area.

Most countries have at least some authorities which cover all
or most purposes, carrying out functions elsewhere split between
levels. Examples are found in cities and large towns in France
(Paris, Marseilles and Lyons), West Germany, Austria, Sweden
and Denmark. The usual status is close to that of the former
British county boroughs that were abolished in 1974. London
Boroughs and Metropolitan Districts would be similar if it were
not that important functions are carried out by mandatory joint
bodies. The three Scottish island authorities are also general
purpose.

The classical European system was one in which governors,
prefects or other government officials supervised local authorities



34 A Comparative Perspective

to ensure that their actions were in accordance with the law and
government regulations, and had powers to annul or refer
upwards decisions which they considered contrary to government
provisions (see Chapter 3 below). In most countries some super-
visory powers remain at such a level, but they are now in some
cases the responsibility of a regional commission. The relation-
ship is not in general an oppressive one: it is more one of advice
and liaison, maintaining the mutual interests of state and local
authorities by joint agreements. While, unsurprisingly, larger
authorities may protest strongly where they believe their scope
of action is being limited for political purposes with which they
do not agree, respect for the law and the shared interests that
arise between parties, and arguably the effects of proportional
representation or two-round election systems, tend to create a
different culture from that of the adversarial conflict which is
typical of some British local authorities and central government.

The legal competences of local authorities

A recent survey of the powers of local authorities in Council of
Europe countries has given a much clearer and more up-to-date
picture of the distribution of competences than was previously
available (Council of Europe, 1988). Blair describes its limitations
below, but on analysis the data prove very helpful in giving an
impression of the width of local government responsibilities
between countries. The survey found that there was ‘a certain
homogeneity’ between functions performed at the basic level of
local government, whether or not local authorities worked under
a general mandate of powers or a list of specific responsibilities.
The sharpest contrast exists at the level of intermediate author-
ities. Second-level authorities such as counties and provinces tend
to provide large-scale modern social services, and in particular
health, social security and secondary education, which are seen as
beyond the resources and ability of the basic authorities and
which otherwise might be undertaken directly by state govern-
ment.

In Sweden, Norway and Denmark, the counties are chiefly
responsible for hospitals and other health services. In Finland,
which has no second-level authorities, basic authorities are
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statutorily required to be members of joint authorities in
‘general hospital regions’, so that they are directly involved in
an institutional network which brings together all aspects of
health care. Responsibility for hospitals and in some cases the
employment and payment of teachers and lecturers determine
above all else the much higher relative expenditure by local
government in Scandinavia. Provincial levels in Italy, Spain and
Belgium were under threat until recent years because of the
doubts about their essential role within systems of regional
government, but in the Mediterranean countries at least it now
seems to be accepted that they can fulfil intermediate functions
better than other politically feasible arrangements.

In Germany the Kreise have been relatively secure in view of
their longstanding rationale as a means for inter-municipal co-
operation. They differ from other county systems in that they
provide services such as public utilities, cultural and other
relatively less expensive services that elsewhere are provided
predominantly by the basic level. Their acceptability can be
explained by their close relationships with the smaller municipa-
lities and what is intended to be a rational distribution of
responsibilities on the ground of the scale or areas of activity
most fitted to provide a particular service. Authorities with
populations considered large enough to provide a wider or
complete range of services have an independent status. This is
in a context of a system in which there exist many ‘organic
associations’ of municipalities which carry out functions requiring
larger scale management, particularly outside North Rhine —
Westphalia whose basic authorities are exceptionally large.

Table 2.3 shows functions which are carried out by the basic
authorities in 14 Council of Europe states on the mainland of
Europe, including all the larger members. They are mostly within
their general legal competence, but may in some cases be
delegated to or performed under delegation from another level
of government. In many cases provision in some areas of service
is shared or divided with another level, either in accordance with
legislative provisions or by joint arrangements. In the British-
derived systems in Cyprus and Ireland (the latter was not
included in the Council of Europe survey) functions are very
much fewer. It is not possible in this type of table to distinguish
between responsibility for implementation of part of a sub-
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function and comprehensive responsibility in a functional area.
Where, as in most of these cases, the principle of general
competence applies, it is not theoretically possible to set a limit
on what an authority may legally undertake where there is no

TABLE 2.3 Powers of basic local authorities in fourteen council of
Europe Member States

In all 14: water supply (11), tourism promotion (0), primary schools —
construction and upkeep (14), library services (33), theatres (0), sport
development and facilities (0), sewage disposal (12), refuse collection
(14), homes for the elderly (4), social assistance (7), roads (14), local
planning (14), building and demolition permits (14)

In 13: pre-primary schools — construction and upkeep (12), museum
services (0), cultural and artistic heritage conservation (4), cemeteries
(9), subsidised housing (3), fire service (12), organisation and
management of land transport (6), nature and site protection/waste
disposal (10), nature parks, recreation and open spaces (0)

In 12: abattoirs (0), baths and showers (0), financial participation in public/
private enterprises (0), development or conservation of employment
(2: Netherlands and Portugal), land control (purchase, reserves etc.)
(1), protection of the environment (7)

In 11: gas supply (4), electricity supply (5), financial or fiscal aid to public
and private undertakings (0), fairs and markets (2: Netherlands and
Spain), hospitals (5), response to disasters (11), planning control and
building regulation (8)

In 9: pre-primary school administrative, teaching or technical staff (8),
epidemic control (8), river or sea transport (1)

In 8: primary school administrative, teaching or technical staff (9), aid for
religious worship and upkeep of related premises (4), housing
assistance (4)

In 7: secondary school construction and upkeep (3), regional or national
planning involvement (6), consumer protection (3)

In 6: cinemas (0)

In 4: secondary school administrative, teaching or technical staff (4), air
transport (0)

In I: higher education premises — construction and upkeep (0)

Note: the figures in brackets give the number of states in which a
particular function is legally mandatory

Source: Derived mainly from Council of Europe, 1988.
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provision in law which prevents it. Moreover some functions on
which individual countries might place high importance were not
specified in the questionnaire, and some of these are known to
have been omitted (for example non-university adult education).
There are wide variations between systems in the extent to which
functions are carried out and the means employed. It may be
noted that British authorities are no longer responsible in areas of
operation that are part of the competences of basic levels of
service in all or nearly all the continental systems: in particular
water, gas and electricity supply, hospital and other aspects of
personal health care and social assistance involving income
support (although they have wide responsibilities for social care
for less advantaged groups in the population).

The wave of structural reform

The great wave of structural reform which swept through most of
Europe between the 1950s and the 1970s arose from the belief of
governments that a large proportion of the smaller local author-
ities, characteristic of virtually all systems after the war, were
inadequate to provide the services which an advanced society
requires if it is to reach the high levels of economic, physical and
social development which, with rising wealth, had come within
the public reach. Britain nationalised energy, health, water and
other services for this reason. Other states rejected this option
and sought to meet the problem in other ways. Agency or
contracting arrangements and the promotion of joint special or
multi-purpose joint local authorities were the means adopted in
France, Germany and elsewhere. In some cases major services
were built up at the level of provincial and other second level
governments. As we have seen above, in the Latin countries there
was little rationalisation of boundaries and the small authorities
survived. In West Germany and Scandinavia there were extensive
reorganisations, raising the general minimum population size to
8, 10, 12 or 20 thousand: nowhere else to the norm of 60 or 80
thousand minimum adopted in Britain (see also Chapter 3).
After the reforms there was a counter wave of questioning and
disillusion. The pay-offs were not automatic and were frequently
questioned. Many politicians had feared that the reforms would
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distance administration from the public and result in losses of
democratic responsiveness, accountability, sense of civic pride
and responsibility, and a distancing of the public from the locus
of community decision-making following the drastic reduction in
the number of elected representatives. Their fears were subsequ-
ently felt to have been justified.

Concepts and values underlying local authority status

It is remarkable how deeply local government values are rooted
in continental Europe compared with the situation in Britain.
Concepts of the local community as the basis of society and part
of the organic unity of the democratic state exemplify what one
writer on ideas of the state describes as ‘strongly non-economic,
non-utilitarian attitudes’ toward political relationships, as op-
posed to the Anglo-Saxon/American instrumental and pragmatic
tradition of government which tends to see the public interest as
no more than the sum of private interests (Dyson, 1980). In
Chapter 3, Blair covers some related differences between the two
traditions in Europe, such as in their visibility and accountability
to the electorate and the related contrast in local authority
executive and revenue systems. A closer involvement with the
community is illustrated in other chapters. These are characteris-
tic of countries where local government is regarded as an organic
part of the community, not just as a utilitarian service provider.
In spite of this, British local authorities have over the last few
years made much progress in building a two-way relationship
with the community, despite the problems of relating to large and
dispersed populations.

Conclusion

There is a tradition in British government of seeking simple
answers to what appear to be complex problems, which dates,
some might say, from the medieval principle of Occam’s razor:
‘No more things should be presumed to exist than are absolutely
necessary.” This has resulted (no doubt against Occam’s meaning,
let alone his intentions) in attempts to simplify and condemn as
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unnecessary the kind of organic complexities described in some of
the papers that follow in this book. Simplification may be seen to
require fewer local authorities, fewer elected members, fewer
relationships with the community and with external bodies.
European experience points us to some models which display
complexity but which have been resilient and successful, perhaps
because their complexity matches that of the society they serve.

We have surveyed here only a few of the aspects in which the
British system differs from systems elsewhere in Europe. Others
of importance are electoral procedures, party systems, status of
the elected member, sources of revenue and the extent to which
local government is involved in national decision-making. These
features contrast and challenge aspects of modern British think-
ing about local government. Apparent complexities are in fact
overcome in practice, so far as they are overcome, by a pragmatic
approach aiming to reach a level of agreement that will mobilise
sufficient support, resulting in a degree of solidarity between
segments in the local community. For centuries Britain was
outstanding both for its centralisation of power and also for
the autonomy of its local authorities, but in recent years local
autonomy has in various ways been undermined. Perhaps in
Britain there should be less fear of complicating the process of
decision-making by wider involvement with the community and
bargaining. Levels of government should be active in seeking
closer relationships and a wider basis of support outside them-
selves if they are to emulate some of the best characteristics of
developments on the West European mainland.
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The preceding chapter outlined the main argument; this one elaborates
the character of the old system of government so as to give some context
to the reader and to act as a baseline for understanding the thematic changes
that appear later on in the book. The first section of this chapter reviews the
main classifications that scholars have applied to Western European local
government systems. Of particular importance is the scheme developed by
Page and Goldsmith (1987), which divides local government systems in
Europe into those in the north and south. It is important to understand this
framework clearly and to appreciate its limitations because the book claims
that the move from government to governance has disrupted this pattern
and supplemented it with a more variegated and multi-speed system of
decision-making. Finally, in the form of a few summary statistics, the
chapter briefly summarizes the basic elements of each of the sub-national
systems the book considers.

The comparative study of local government systems

The comparative study of local government systems focused on formal
institutions. The main idea was to understand the principles that inform
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the territorial distribution of power within the modern state with reference
to the decentralization of functions and finance to democratically elected
local governments. Anglo-American writers dominated the subject, with
their interest in the British system of local government and the principles
behind federalism (for example, Fesler, 1965; Maas, 1959). Later scholars
examined the developed democracies of Western Europe and elsewhere
(Bowman and Hampton, 1983; Humes, 1991; Humes and Martin, 1961, 1969;
Leemans, 1970; Norton, 1993). In terms of the study of Western European
local politics, researchers generally take decentralized northern European
democracies as the norm and then seek to incorporate the experiences of
other nation-states, such as those in the south of Europe.

The Page and Goldsmith framework

The most straightforward starting point is Page and Goldsmith’s division
of Western European local government systems into two groups (Page,
1991; Page and Goldsmith, 1987). There are other more complicated sets of
divisions that researchers make, but Page and Goldsmith’s scheme has the
virtue of simplicity. Moreover, it clearly focuses on the different roles local
government plays in liberal representative systems even where the state
appears to be centralized. Their classification of local government systems
takes the pattern of central-local government relationships as the key
phenomenon to be explained. The framework acknowledges the subordi-
nation of local politics in generally ‘unitary’ states, and the team examined
Sweden, Norway, Denmark, Britain, France, Italy and Spain, which were
not federal or quasi-federal when Page and Goldsmith wrote their books.
The central idea is that there is a relationship between the number and
type of the functions allocated to sub-national government, the legal
discretion open to local policy-makers and the access of local politicians to
the central state. By functions they mean the responsibilities that central
states assign to lower levels of government (see Table 2.1). The authors
recognize there are many nuances to the provision of services and the
allocation of functions may not do justice to the extent levels of government
share responsibilities for public services. Nevertheless, up until the mid-
1980s at least, lower levels of elected local government in some countries
generally controlled services like housing, health and education, whereas
in others they did not, though the picture today is rather more complex
(see Table 2.1). Discretion refers to the legal and administrative freedom
locally elected authorities have in deciding how to administer services and
to allocate resources. Page and Goldsmith include central government
circulars and sources of professional advice as part of the constraints on
discretion as well as legal rules, administrative powers of control and
sources of local revenue. Access refers to the extent of contacts between
central and local actors. The idea is that when local decision-makers have a
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low level of discretion, they maintain good contacts in central ministries
and with central government politicians to obtain central resources and
favourable decisions. In terms of outcomes, lobbying the centre or making
local decisions may amount to the same thing, such as building a bridge or
aroad, but the process and form of politics are different.

Page and Goldsmith claim the framework is a useful way of classifying
central-local government systems because they explore the association
between low discretion, weak functional allocation and high access in some
countries and the reverse of these attributes in others. They avoid the narrow
legalism that has characterized the study of comparative local politics, with
its focus on the law and the structure of local government. They realize that
legal powers do not necessarily create power relationships, but they do not
believe that networks always circumvent institutional and legal constraints
as there is a subtle relationship between the formal and informal aspects of
politics. They claim the framework is not descriptive, but ‘suggests some
of the forms that any explanation of such differences may take’ (Page and
Goldsmith, 1987: 9). The authors cautiously specify the causal mechanisms.
They suggest the inverse relationship between access and discretion may
result from the tendency of actors within bureaucratic systems to exploit
areas of uncertainty by blackmail. The argument implies that access and
discretion are both affected by another characteristic as some countries
have large, dysfunctional, rule-bound bureaucracies. Another reason
they give is that extensive functional allocation makes central government
bodies more interested in local government because of the importance
of local services. This factor suggests that access is more important than in
systems where local government controls a large amount of public services
because local actors use their national contacts to avoid central government
control.

Page and Goldsmith’s scheme captures much of the variation in the
character of local government systems across Western Europe. They find
that some countries have high levels of discretion and a wide set of functions
whilst others have the opposite. In the former category are nations with
welfare states. These expanded in the post-war years, where local govern-
ment was given the responsibility for administering welfare services, with
finances and the legal discretion to do the job effectively. These states
generally occupy the northern part — Britain, Denmark, Sweden and
Norway are the cases Page and Goldsmith select. The relationship is the
opposite in the south of Europe. Local politicians are powerful at the central
government level, but they represent local communes that have little legal
discretion and few responsibilities. The countries Page and Goldsmith
pick — France, Italy and, in part, Spain — demonstrate this fact neatly. The
simplicity of their scheme is that it is based on four sets of antinomies —
parts of Western Europe, functions, discretion and access, as Figure 2.1
represents.
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Functions Discretion Access
North High High Low
South Low Low High

FIGURE 2.1 Functional allocation, discretion and access in the local government
systems of Western Europe

The legacy of the past

The appeal of the framework is its location in the historical development of
Western European states that institutionalized territorial identity and
power in different ways. The approach is consistent with principles behind
the exercise of state power. In northern countries the state expanded to
respond to the demands for equality. Such preferences became expressed
in the institutions of the welfare state. Provided equality could be protected
by central laws and local government finance systems sought to compensate
for the different spending needs across territories, national elites thought
it appropriate for local government to administer public services. In this
sense, Britain, northern Germany and the Scandinavian states had a similar
pattern of development. In contrast, the centralized French political system
was based on universal principles that had emerged before the development
of the welfare state. The reforms of Napoleon created a uniform adminis-
tration across France, divided territory accordingly and appointed officials,
the prefects, to administer it. Napoleon’s conquest of Italy, Belgium and
Spain allowed the French to introduce the administrative code and system
of prefects, and these countries were happy to follow the lead of France
once the formal dominance ended. France carried on being influential
in all matters administrative and political throughout the nineteenth and
twentieth centuries, and countries such as Spain, Greece, Portugal and Italy
were happy to imitate the system. When the welfare state developed in the
twentieth century, these functions fell to the central state which extended
its tentacles through the de-concentration of functions to the territorial
organizations of central ministries. Local communes remained small and
without many functions of government, but their leaders were politically
powerful, often holding formal positions at the national level, whether
within political parties, the national legislature and/or in the central
government. Whilst the formal reach of the central state was strong, local
interests mediated the way it operated in practice as mayors used their
contacts in central bureaucracies to get things done and to access resources.

As well as stressing the continuing importance of the state traditions
in northern and southern Europe, Page and Goldsmith also highlight the
importance of religion — the Protestant north and the Catholic south - that
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influenced the political culture of the two sets of countries and affected
whether the secular state administered the education service directly or
decentralized it to local government institutions (Archer, 1979). Different
patterns of urbanization occurred so that small rural communes could
continue to be viable as local government units. Moreover, the tradition of
patron and client relationships and personal contacts typical of rural
societies extended longer into the twentieth century than elsewhere. With
urbanization came social-democratic parties that held office for long periods
in some northern states. They imbued policies and institutional structures,
such as systems of central finance for local government, with the values
of equality and equity. Partly in a utilitarian spirit, connected to the need
for the efficient and fair administration of public services, northern states
showed a greater willingness to experiment in the reform of local govern-
ment boundaries, whereas the communal boundaries of France and Italy
remained sacrosanct as they embodied the identities of local communities.
Whilst the whole of Europe had primary units of local government, whether
called the commune or parish, they only became inviolable in some coun-
tries, such as France, Italy and Belgium, whereas elsewhere they have been
marginalized or swept away by reforms aimed at improving the efficiency
of services.

The two patterns embody different choices states made in their histories
about how to decentralize. As Maas (1959) discusses, power may be divided
in many ways, such as by process, by function or by constituency, and may
be exclusively allocated to a tier of government or administration or shared.
Governments seek to provide a mix that reflects their values. The pattern
of decentralization in each country in the nineteenth and twentieth centuries
embodied developing state traditions, with local institutions incorporating
different ideas about the weight of the state in a democracy, such as the
myth of the weak state in Britain as opposed to the legitimacy attached to
strong central intervention in some Western European states (Dyson, 1980).
Whereas many areas of Europe had similar patterns of decentralization
up until the sixteenth century, with local communes and a fused church
and state, the Reformation in the north and the Counter-Reformation split
Europe into two groups. The secularized and professionalized adminis-
tration of the north contrasted with the more authoritarian form of rule in
the south, whether it was the emergent Catholic states, the Napoleonic
forms of rule or the more openly nationalist regimes of the twentieth
century (Bennett, 1989, 1993). Once the state solidified into its modern
forms, the pattern of decentralization in each country reflected the expres-
sion of that modernity, such as government by an delegated system of
public law or by administrative authority of the central state. As Smith
(1985) concludes, the form of decentralization reflects political choices
and interests. National elites and other actors sought to manage political
conflict by decentralising activities to elected or to non-elected bodies, and
the management of territorial politics takes different forms depending
on the balance of power between centre and locality.
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The academic body of knowledge

As well as being historically grounded, Goldsmith and Page’s work is based
on asolid body of research, either comparisons of two or more countries or
single-nation studies. Page (1991) builds on the work of a generation of
researchers into the prefectoral and clientelist systems of France and Italy
where the main finding of research has been the importance of local politics,
such as the work of Tarrow on grass-roots politicians (1977), Fried’s (1963)
book on the Italian prefects and studies of French intergovernmental
relations by Worms (1966), Mény (1983) and Grémion (1976). Page and
Goldsmith place these continental findings against some of the key aspects
of the British system of central-local relations, notably the thesis of the
separated or dual polity as set out by Bulpitt (1983), the idea that, during
much of the twentieth century, British statecraft separated decisions
between central and local government, in particular distinguishing between
the ‘high politics’ of managing external relations and economic manage-
ment and the ‘low politics’ of delivering public services. Rather than seeing
Britain as an exception to the northern pattern, these authors categorize
Britain with other welfare states. Page (1991) draws on the work of Hintze
(1975), who argues that Britain and other northern European countries, such
as Sweden, did not develop centralized bureaucracies in the eighteen and
nineteenth centuries but relied on local elites to carry out national policies.
The absence of a strong feudal tradition meant that independent locally
elected self-government developed. The result of the similarity of Britain
with other northern welfare states is that the conflicts between central
and local government were caused by the same factors: the tendency for the
centre to be interested in the spending and performance of local govern-
ments, partly because of their impact on the total of public expenditure,
and the growing attention central government paid to the standards of
public services. Page and Goldsmith do not depict static systems, but
indicate the stresses and tensions within the two models of central-local
government relations.

The normative dimension

The final advantage of the Page and Goldsmith approach is that it offers
two accounts of the role of local politics in a representative democracy.
Goldsmith (1996), whilst acknowledging the considerable variation in
theory and practice of the countries within the two groups, advances this
theme. Northern democracies developed the theory of local self-govern-
ment based on the independence of locality to decide matters of importance.
Extending Goldsmith’s argument, local government becomes like a political
system in miniature, with local interests, parties, manifestos and policies,
if in a position of subordination to national legislatures and bureaucracies.
The justification of local government is similar to that of central government
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save that the former is not formally sovereign. As some writers have
commentated (Sharpe, 1970), the tension between the existence of the
elements of representative government but without full legal autonomy
creates a fundamental ambiguity for local self-government. There are
conflicts and tensions in central-local government relations, even in
countries that have a constitutional protection for local government. When
the defects of representative systems are added to the uncertain political
status, it could be argued that the values of local representative democracies
cannot sustain themselves indefinitely.

Whilst there are similarities across Western Europe, Goldsmith argues
that different principles — those of territorial representation and political
localism — govern the politics of the southern group of nations. The function
of local politics is to represent the interests of the locality to the central
level of government. The commune embodies the local community and
is only responsible for matters that are genuinely local. In a clientelistic
system, politics is personal, which aids representation. As with the northern
countries, this form of rule excludes many, like those who are not in the
mayor’s personal network. Moreover, clientelism encourages political and
personal corruption. It could be argued that, as with local self-government,
the values that underpin the system legitimate the benefits that personalized
government brings, but they are a source of illegitimacy in the long run.
The forces that create instability, urbanization and rapid economic change
can also expose the negative features of such practices and undermine
clientelistic political systems.

Some criticisms of Page and Goldsmith

Page and Goldsmith’s comparative framework of local government is a
good baseline from which to judge the evolution from government to
governance. However, it is important to acknowledge the limitations of
their work. The first is that they present a narrow selection of cases within
Western Europe - they leave out Belgium, the Netherlands, Germany,
Ireland, Portugal and Greece, Switzerland, Austria and Luxembourg. But
the inclusion of some of these countries causes few difficulties, and it may
be possible to treat Portugal and Greece as further variants on the southern
model. Other cases cause more difficulty. Belgium is a southern state in
some of its administrative structures but is northern in geographical
location. Ireland is a northern state without a tradition of local self-govern-
ment where local authorities become lobbyists, as in the southern European
model. The Netherlands is northern in the way it allocates functions to local
government, but retains a Napoleonic state form with relationship between
the centre and the provinces. Page and Goldsmith leave out the federal
countries of Germany, Austria and Switzerland because they contain
several levels of government, though they could be included if each state is
regarded as a different local government system. The Page and Goldsmith
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approach is limited to unitary states. But the unitary state has never existed
in its pure form, even in the United Kingdom. Moreover, constitutional
change and the emergence of state and regional governments creates a
continuum of federal and quasi-federal arrangements across Europe.

The second line of criticism is that there are several types of local
government system in Western Europe not just two. Page and Goldsmith
have oversimplified the groupings. Influenced by Leemans (1970), most
accounts identify three or four (Bennett, 1993; Hesse and Sharpe, 1991;
Humes, 1991; Newman and Thornley, 1996; Norton, 1991). The authors
separately classify Anglo-American local government systems of Ireland
and the UK. Norton (1991) considers them to be closer to the US, Canada
and Australia rather than to other Northern European states. The Anglo
systems —what Leemans calls dual systems —are an early forbear of Bulpitt’s
dual polity. Local government enjoys local autonomy, but is the creature of
statute, and has little protection from re-organization and centralization,
and by implication cannot resist privatization and marketization. Local
government has a weak constitutional status and is characterized as
government by committee. The second classification resembles one of Page
and Goldsmith’s categories — the Napoleonic or fused systems or Franco
group —which was France before the 1982 and 1986 reforms, and Belgium,
Spain, Portugal, Italy and Greece where central government is represented
by a prefect who heads a tier of administration, the department, but with
the mayor of the commune who is the direct connection between central
government and local communities. Many texts (Bennett, 1993; Hesse and
Sharpe, 1991) classify Germany and parts of central Europe as a special form
of fused local government system. There is also a northern or middle
European variant which includes much of Germany, the Netherlands and
Austria, which were also influenced by Napoleon’s reforms of adminis-
tration and the creation of local government and efficient forms of central
administration. These systems are fused because they have a local govern-
ment system and de-concentrated state administrations. Reflecting the
development of legal forms of political rule, these systems of decentral-
ization are guided by strict procedural rules and local autonomy is
protected in the constitution. Scandinavian or split hierarchy systems have
a hierarchy of government departments and a parallel one of prefects and
local governments. The main difference between split hierarchy and fused
systems is the absence of the commune in the former. Some authors prefer
to treat the Nordic systems as one group with a great deal of similarity in
the development of the role of local government (Albzk et al., 1991).

Defending Page and Goldsmith
In defence of Page and Goldsmith, these classifications of Western European

systems are nuances rather than fundamental differences. The pure
Napoleonic systems remain intact as a group, and there are many similarities
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between the German and Scandinavian systems as both have developed
local governments with a broad set of functions. The main difficulty is the
issue of exceptional character of British local politics, a re-occurring theme
of the literature (for example, Blair, 1991), which implies that Britain has a
more centralist and subordinate character to its local politics than else-
where, something that appears to be borne out by the long programme of
centralization of the Conservative governments of the 1980s and 1990s
(John, 1994a), followed by the Labour governments in power since 1997,
and the resistance of these governments to some of the trends in Western
European governance, such as the move to more functions for elected local
government and the democratization of levels of administration.

Whilst the differences between the UK and the rest of Western Europe
should not be ignored, in particular the concentration of power in London
and the constitutional legitimacy of centralized and strong executive power,
the assumption of exceptionalism should be examined cautiously because
every country can seem different from the others if looked at in great detail.
Some of the assertions about constitutional autonomy need to be examined
carefully, such as the extent to which central government has been able to
control finance in the UK, as such controls exist in Denmark for example.
Many Napoleonic countries, such as France, have constitutional protection
for local government, but this does not prevent central government
ministries making crucial decisions that affect local choices. Nor should
blanket provisions, such as a general competence, encourage observers to
think local authorities enjoy a strong independence. There is little difference
in what local authorities can do from day to day under the doctrine of ultra
vires in the UK and countries with powers of general competence, because
local governments need to exercise their powers in relationship to those
that govern central government controlled functions (Grant, 1992: 20).

Observers need to be cautious about the ascription of Britain as a dual
state — or any state as dual — as this proposition has been stated in the
theoretical literature (Bulpitt, 1983; Saunders, 1980), but has not been tested.
Far from being a separated polity, the UK has always had a high degree of
contact between central and local government in professional and policy-
making communities (Dunleavy, 1981; Rhodes, 1986). Central government
took initiatives through its field offices and politicians in powerful local
parties, such as in Birmingham and in London, had an influence on national
politics. Once researchers examine central-local policy systems in detail
and according to policy sector, there is less difference in political relation-
ships than the allocation of functions to tiers of government would suggest.
The exceptional character of local politics in Britain only lasted during the
1980s, the period of radical initiatives to control local government (Gyford,
1985). Central policies like rate capping, abolition of the London authority,
the Greater London Council in 1986, and the centrally run organizations
with power to control special areas, the urban development corporations,
were succeeded by a more moderate set of central reforms for local govern-
ment in the 1990s. Many observers believe that the 1980s did not mark
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much centralization (John, 1994a; Travers, 1990). Moreover, many of the
initiatives, such as management reform, contracting out and the imposition
of partnerships, were part of the move toward local governance that was
imitated later in the rest of Europe. In short, if the UK is added, with
some qualifications, to the Northern European group, then the map of
Western Europe matches Page and Goldsmith’s and is the benchmark
from which to judge the shift from government to governance, even if most
researchers would like to weaken their claim about the differences in
political relationships across Europe.

The third line of criticism is that there is not such a great contrast between
the northern and southern system as there was in the 1990s. The southern
countries have modernized or created welfare states, created tiers of local
government, given them new legal powers, reduced the powers of the
prefects, whilst local governments in the north have been fragmented by
new management reforms and the transfer of functions to special purpose
bodies whilst the power of the central states has increased. However, while
this book argues that the overall structure and distribution of power
between public and private and between centre and locality has altered in
comparable directions, many of the distinctions that Page and Goldsmith
highlight remain, with some lessening as an effect of the democratization
of the departments in France and the creation of regions in Italy, France and
Spain. The final section of the chapter reviews the main aspects of each
system to illustrate the differences and similarities between the countries.

The contrast between northern and southern local government
systems

The structure of local government

Crucial to the definition of local government is that it is a democratically
elected authority that exercises political choices within denoted boundaries,
though of course local governments co-operate across boundaries and ally
in quasi-federal bodies, such as urban communities. As much is open to the
discretion of central government and arises from historical accidents, there
is a great variation in the size and number of these units across Western
Europe and how they are organized in tiers of sub-national government. In
the classic literature on decentralization (see Smith, 1985 for a summary),
the size and number of sub-national units reflect a trade-off between
efficiency on the one and community on the other, though there is much
discussion as to whether the size of the local government unit has any effect
on efficiency and community identity.

Table 2.1 shows the number of primary units in the countries this book
considers and gives some summary statistics about northern and southern
local government systems. The table assumes that Belgium, France, Greece,
Italy, Portugal and Spain are in the southern group whereas Denmark,
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Finland, Ireland, the Netherlands, Norway, Sweden and the UK belong to
the north. Germany and Switzerland are excluded from the calculations
because they are hybrid systems containing states or cantons which have
both sets of traditions and structures. The north of Europe tends to have few
levels of government, smaller numbers of local authorities and larger
average size of local authority, and these differences are quite large if the
averages of each group are considered. However, as indicated by the large
standard deviations, some of the massive differences are explained by one
country that has a large number of authorities — France — and another
country, the UK, that has much larger authorities than the rest. When these
countries are taken out, the difference between the north and south remains,
but is not so great as before. The reduction in the standard deviation
suggests the new average better reflects the spread of authorities across
Western Europe.

The functions of local government

Sub-national governments are political institutions that run public functions
that are given to them by law. They may also acquire others by powers
of general competence or initiative, and share functions with other levels of
government, either formally or informally. Table 2.2 shows the distribution

TABLE 2.2 Selected functions by tier of government in Western Europe

Education Housing  Health/

(Prim., Sec) Hospitals ~ Welfare Refuse® Leisure Fire
Belgium PM RM PM MP M RMP M
Denmark c CM C CM M SCM M
Finland M M M SM M M SRM
France N(DM) M S MD M SDM M
Greece N N N NM M NM N
Germany SM SM C SM M SM M
Ireland N CB N N CM M CM
Italy P PM R RPM PM RPM M
Netherlands M PM PM M M PM M
Norway CM M C M M M M
Portugal N N N N NM NM NM
Spain PM M SRM RM PM NRPM NRM
Sweden M M C M M MC M
Switzerland  CAM M CAM M M CAM CA
UK (C™m) M N NC CM CM CM

Key: C = county; M = municipal; N = national; S = state; R = regions; P = provincial; D = department;
CA = canton; () indicates local control but highly constrained.

a Both collection and disposal

Sources: Coopers Lybrand Deloite (1990), Appendix D, International Experience (Joseph Rowntree
Foundation), Council of Europe, Structure and Operation of Local and Regional Democracy, country
reports, OECD; OECD (1997) Managing Across Levels of Government —
http://www.oecd.org/puma/malg/malg97/overview.pdf
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of a selected number of functions across Western Europe, showing a broad
similarity across the countries, with a few exceptions of countries where
local government does not provide many services. Local government tends
to provide the public goods, such as parks, but varies to the extent it
provides private goods or welfare services. In general, as predicted in the
comparative local politics literature, local government in the northern
systems tends to provide the welfare services whereas regional or central
governments provide them in the south. However, while this distinction
would have been very clear twenty years ago, the transfer of functions to
sub-national authorities lessens the contrast.

The relative importance of local government in the state

Next are some statistics on the size of the sub-national sector, broken down
into levels of government to indicate the strength of the locally elected public
sector in relation to the central state. Financial statistics are notoriously
unreliable as they contain numerous assumptions. Here, Table 2.3 presents
the numbers of public employees, which gives some indication of the
importance of the local public sector, though the type of services local
government is engaged in are labour-intensive and the table excludes
services financed by the local authority but are public because of contracting.
Here we find a much stronger contrast between the levels of government
than in the other countries, with a major difference between the north and
south. Perhaps the most telling set of figures is the rank ordering of size of
the local government sector which shows that every northern country’s local
public sector employment is bigger than any southern country’s.

Conclusion

This chapter describes the background to the local government systems that
the book discusses in later chapters. The idea is to give some indication of
the variety of sub-national government systems that exist in Western
Europe in terms of the functions they administer and their roles within their
wider political systems. The chapter introduces some of the main ways in
which scholars have classified local government systems according to their
powers, histories, functions and roles of the central state. Of key importance
is the framework elaborated by Page and Goldsmith.

The central argument of the chapter is that the contrast between northern
and southern government systems remains as a key distinction which
describes the distribution of power, the impact of local politics, the form of
representation and the capacity of local government to administer services.
Whilst Page and Goldsmith framework is something of an oversimpli-
fication of complex systems that vary within each country as well as across
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TABLE 2.3 Share of public employment by level of government, northern group
(percentages in 1994)

North/ Level of Rank order
South government % of local size

Belgium S Central 33.2

Regions and Communities ~ 39.9

Local and Provincial 26.8 8
Denmark N Central 27.1

Local 70.8 3
Finland N Central 25.0

Local 75.0 1
France S Central? 74.4

Sub-national 18.4 9
Germany Federal 11.9

Lander 51.0

Local 37.1 6
Greece S Central® 85.3

Local 14.7 10
Ireland N Central 87.3 14

Local 12.7
Italy S Central 63.0

Regional 23.0

Local 14.0 11=
Netherlands N Central & other 72.4

Local & provinces 27.6 7
Norway N Central 26.0

Local 74.0 2
Portugal S Central 86.0

Local 14.0 11=
Spain S Central 47.1

Regional 31.4

Local 14.0 11=
Sweden N Central 17.3

Local® 52.9 5
Switzerland Federal 325

Cantonal 39.0

Local 28.4
UK N Central 47.7

Local 52.3 4
Northern local average 52.18
Standard deviation (24.18)
Southern sub-national average 32.38
Standard deviation (21.0)

a Includes health.
b Excludes public establishments and public enterprises.
¢ Includes the autonomous communes.

Source: OECD, Managing Across Levels of Government (1997)
http://www.oecd.org/puma/malg/malg97/overview.pdf
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them, it reveals the broad elements of difference. As the tables show and the
discussion at the end of the last section highlights, the reforms of both
southern and northern local government systems since the 1980s — breaking
up some traditional local government activities in the north and strengthen-
ing local governments and adding new tiers of sub-national government
in the south — have only softened the differences rather than indicated a
convergence.

The continuing contrasts between local government systems across
Western Europe have implications for the transitions from local government
to local governance. They reinforce the idea that institutional transformation
is only one part of the story, but that governance is about the development
of differing relationships and activities at the local level which traditional
institutions attempt to negotiate. The fact that traditional local government
activities remain in place shows that each system of local governance
will develop in different and similar ways across Western Europe. Later
chapters chart how these systems have evolved along the six main dimen-
sions. We begin with the most important of all - the growing importance of
the private sector and the emergence of local regimes.
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Governance is about the move toward a more informal form of politics.
As ashift away from relatively restricted and formalized patterns of public
decision-making, governance derives from the diverse sets of relation-
ships across the many organizations occupying the local space. Chapter 1
discusses how this practice of governing derives from the multiplication of
agencies and from the greater role the private sector plays in local politics.
The shift from formal patterns of policy-making means that decision-
makers build new or stronger relationships with each other to solve the
central problems of public policy. European local political scientists have
turned to the study of local politics in the United States to understand and
research the changes. US scholars often call the informal pattern of govern-
ing localities an urban regime. As well as having a local focus, the study
of regimes addresses one of the key aspects of governance — the fusion
between public authority and the market in a highly competitive market
economy. Further, the discussion of regimes engages with the normative
debate about the most appropriate form of political leadership and govern-
ing arrangements for contemporary localities (see Elkin, 1987: 1-17). Not
that regimes automatically produce a better form of governing, but a
consideration of how the co-operative arrangements for ruling localities
inhibit creative policy-making can help scholars to imagine ways to enhance
democratic practice and to focus on the creative aspects of local governance.
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De ning regimes

A regime describes the long-term informal networks that govern US cities
(Stone, 1989). To find out who governs it is not enough to identify the political
leaders and the prominent public sector organizations because these people
and bodies do not operate on their own, particularly as local administrations
have less formal power than state and federal governments. Researchers
need to look beyond the formally constituted organizations because the
potential for creative policy-making lies in the behaviour of the members of
the local elites who operate in long-term relationships with each other.

Stone defines a regime as ‘the informal arrangements that surround and
complement the workings of governmental authority’ (1989: 3). Members
of a regime have access to institutional resources; they are the most powerful
people who come together to solve public problems; and they have more
power together than if they tried to govern alone. A regime is a non-
governmental co-ordinating mechanism that makes up for the weakness
of political authority. The main gap is inadequate political control over the
economy which is always fragile and subject to change. A local regime is
‘the informal arrangements by which public bodies and private interests
function together in order to be able to make and carry out governing
decisions’ (Stone, 1989: 6).

Stone argues that regimes assist the management of conflicts and foster
adaptive responses to social changes. Whilst the private interests refer to
trade union officials, party managers and officers from the voluntary sector,
Stone argues that the main group is the business leadership because of the
importance of private investment in the local economy. Businesses control
important resources which means they do not need to intervene in politics
directly, but can rely on others to do their bidding. Stone argues that
businesses deploys their resources, which are mainly financial, as ‘selective
incentives’ to encourage the difficult process of co-operation. The task of
building a regime is difficult because co-operation imposes costs on the
participants as well as benefits, and the regime limits freedom of action.
Regimes emerge and transmit themselves over a long period of time. They
need to adapt in the face of constant pressure from their economic, social
and political environments.

Regimes are not only about economic development politics. They extend
beyond the traditional ‘growth machine’ (Logan and Molotch, 1987), which
describes the boosterist economic development policies fostered by local
property owners and their political allies. Regimes make policy about
education, transportation, welfare and over many other public issues. There
are also different types of regime that vary according to the ‘array of
organizations and collectivities available for federation, personal leadership
skill and particular policy stance’ (Stone, 1989: 238).

Stone places his work in debates about the influence of market economies
on politics. In local areas, as elsewhere in developed societies, there is a
division of labour between businesses that make decisions about private
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resources, such as private investment, and the politicians who control the
state. Whilst both groups can act alone, each needs the co-operation of the
other to get major things done. Politicians seek to affect the economy, but
cannot have much effect through normal policy instruments; on the other
hand, business leaders cannot directly control political decisions, such as
over land use. Businesses compromise some of their objectives to obtain
co-operation, but politicians trade in theirs as well. The result is a form of
governance that is creative, but where the outputs are skewed toward the
interests and preferences of the private sector.

The skewing of public policies is the central focus of Elkin’s (1987) work.
In his view the bias of local politics is complete since the power of the market
systematically shifts political institutions away from following the public
interest. EIkin argues that businesses exercise their power through the
dependence of localities on the bond market rather than through selective
incentives. US municipal authorities need a favourable rating; if they do
not get it, bankruptcy or severe fiscal constraint is a possibility. Local leaders
favour a path of economic growth that is in the interests of businesses.
Policy-makers regard the locality as a pattern of land use. Narrow ‘growth
coalitions’ between politicians and property developers re-arrange the use
of local land and citizens do not get much of a chance to influence policies.
Developers make a profit and politicians distribute some of the benefits of
growth to their electoral allies. In this part of the analysis, the regime
appears like the coalition of the growth machine literature, where politicians
and developers manage the land supply to maintain the local area’s pros-
perity and foster its expansion. In addition to favourable land use policies,
businesses seek low municipal taxes and budgets.

Stone is more optimistic than Elkin. Whereas Elkin regards the exercise
of power by business as wholly negative, Stone believes that business
leaders, politicians and other elites in the locality can achieve much together.
Businesses act to produce socially advantageous outcomes and exercise
power to do things, as well as power over others to achieve objectives that
benefit themselves only. In his study of Atlanta, Stone shows how the
governing coalition pushed through radical policies in response to the rapid
social changes facing the city. Atlanta differed from other North American
cities because its policies reflected the capacity of the governing regime to
innovate. The moderation in race relations arose from the accommodation
and forward-looking policies of the regime that incorporated the black
middle class. The regime gathered momentum and gained a life of its own;
it acquired a learning capacity and social intelligence that allowed policy-
makers to solve problems and to prevent conflict. Whilst Atlanta produced
pro-business policies, such as high transfers of land from domestic to
business use, the city also introduced ameliorative social measures, such as
alarge programme to build social housing. Stone’s work is not a restatement
of pluralism, as he recognizes the systematic power of the private sector, but
he does not accept the elitist view that co-operation between the public and
private sectors only has negative consequences.
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Regimes in Western Europe?
The case for Western Europe regimes

In what way are the accounts of coalitions in Atlanta, Dallas and other US
cities pertinent to the study of Western European local governance? The
main relevance is that regimes describe a set of conditions that are similar
to those that drive the move from government to governance; moreover,
regime theory provides a set of concepts to analyse the changes, delineates
possible causal relationships and suggests the means to evaluate govern-
ance. Students of local politics are able to identify the exercise of political
power in Europe’s main cities, to understand how regimes can produce
creative policies to deal with the rapid changes in Western European
politics, societies and economies. They can find out if the form of governing
replicates the skewing of public policies toward the preferences of the
private realm. European local politics becomes more like that in the US,
more oriented to responding to the market rather than to addressing
economic injustices as in the social-democratic tradition.

Whilst the public involvement of the private sector in Western Europe
does not even approach its dominant role in Northern America, compara-
tive regime theorists claim that business has become more important. The
regime idea is a good description of an emerging form of governance and
gives an indication about what may happen in the future. The private sector
was dominant in the nineteenth and early twentieth centuries and its leaders
were prominent members of local political elites. But business retreated
from direct involvement with local politics in the mid-part of the twentieth
century. Local business leaders moved out to the suburbs and had less day-
to-day contact with the social-democratic parties that often run urbanised
localities (Harding, 1994c). The strength of the state in Britain and France
ensured that public sector elites dominated local policy-making on land
use, public transport and local development, whether they were from local
elected agencies or the de-concentrated bureaus of central government
ministries. In addition, the state consolidated its power through its control
over public finances, whether it was the direct supervision of local expen-
diture in countries, such as France, or through controls over capital projects
as in the UK, which meant it was hard for local politicians to finance
public—private projects and to bring business representatives into policy-
making. The local private sector built relationships with national decision-
makers as it was these people who counted over decisions on planning
and public investment. Moreover, the development of national equity
markets and banking organizations gradually centralized most businesses;
large companies took over many local private sector concerns. Even if
businesses retained their headquarters in their original cities, they directed
their attention to national and international markets as well as to central
government decision-makers. Moreover, the culture of much local govern-
ment in Europe, with its focus on delivering services in the north or in
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accessing central government resources in the south, did not encourage
close relationships with the private sector. The classic literature on local
political power and central-local government relations did not discuss
business participation (for example, Tarrow, 1977).

The conventional approach restated

But the portrait of business withdrawal from local politics, the social welfare
preferences of the local elite and the ubiquity of political centralization
control is much too simple an account. Certain local businesses continued
to be interested in local politics, such as construction companies eager to win
contracts. These businesses sought to persuade local politicians of the
virtues of new building materials and housing construction projects
(Dunleavy, 1981). Many members of local elites believed more in virtues of
private sector-led economic development and formed a close relationship
to the private sector, such as the growth coalition in Swindon, UK (Bassett
and Harloe, 1990). French chambers of commerce have extensive power
because of their access to local taxation; moreover, they are part of the local
state and directly run some services. Private sector capital partly financed
public housing in France (Castells and Godard, 1974; Coing, 1977).
Public—private partnerships originated in the 1920s and have been common
in France since the 1950s (Lorrain, 1991). Lorrain draws attention to the
large number of local private sector operators in France which partly derives
from the mixed form of provision of services (Lorrain, 1987). Lorrain’s
description of the communal private sector, which comprises private sector
operators and quasi-private sector organizations, with its complex linkages,
is reminiscent of a regime. A survey of the contacts of mayors, council
members, departmental heads and party leaders in 55 middle-sized cities
in the US, Sweden and the Netherlands found that the countries were
similar: businesses and other groups exert as much pressure in all the
countries, although the leaders in Western Europe do not reciprocate as
much as in the US (Eldersveld et al., 1995:; 161). Finally, Le Galés’ (2000)
survey of the evidence from many West European countries shows that
businesses do have an interest in local politics even if they are usually
fragmented and have varying levels of motivation.

However, the involvement of the private sector in delivering services
and the interest of firms in particular sectors did not disrupt the basic
institutional framework of governing and did not amount to a regime in
the North American sense of the term. The implication of the regime idea
is that the public—private coalition constitutes the governance of the locality.
Whilst the private sector is embedded in networks of pre-existing
relationships, the current set of relationships are much broader. These
conditions mean that it is in the interest of business to set up a long-term
coalition with the public sector.
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The new economic environment

As Chapter 1 indicates, a series of transnational economic changes have
made local economies more vulnerable to competition. Public decisions
have an impact on the economic competitiveness of the locality and the fate
of enterprises that do business there. Businesses take an interest in economic
development policies, such as measures to attract inward investment (both
private and public) and investment in public and private transport.
Moreover, they become concerned about social policies, such as those that
affect the education level of the workforce and thus the efficiency of local
labour markets. They develop an interest in measures that improve the
image of the local area to outside investment, particularly those that reduce
crime and improve the appearance of the locality, such as its public housing
and the cleanliness of its streets. As important is the contribution of higher
education institutions to the prosperity of the locality and for particular
businesses. Even good recreation facilities, such as high quality arts pro-
vision, are important for the image and help businesses attract clients. As
businesses become more interested in the whole range of policies produced
by local public agencies, they realize they need to affect the political as well
as their economic environment. At the same time, local bureaucrats and
politicians realize the importance of co-operation of business to the health
of their local economies. They create policies to help local competitiveness
so that the locality has a good reputation amongst businesses, to prevent
exit and to encourage inward investment. Central governments and the
EU increasingly require the private sector to participate in and to contribute
to public funded projects, such as those aimed to promote economic
regeneration. Local bureaucrats and politicians cultivate relationships with
local businesses so that leverage is forthcoming. As the public—private
partnership culture developed during the end of the 1980s and early 1990s,
sponsors became more adept at spotting the hastily assembled group of
partners from the long-term and fruitful exchanges with business from
which bids for funding could spring.

The changed role of central government

As well as introducing rules attached to the award of funding, central
government policies have changed dramatically. States have removed their
direct controls over industrial locations, both in state dominated political
systems, such as France, and in countries with more locally determined
planning decisions, such as the UK. The power of the central planners was
powerfully captured in Savitch’s account of the role of the prefect of Paris
in reorganizing the location of industry (Savitch, 1988). Under pressure to
respond to economic competition and the requirements of the EU, the
central planning agency, the Délégation a I’Aménagement du Territorie
Régionale (DATAR), relaxed controls on the expansion of metropolitan
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Paris. The decentralization reforms of the 1980s also liberalized some
central controls over the detail of local planning decisions. Other Western
European countries have experienced similar changes. Newman and
Thornley’s (1996) outline of the international and European influences
on national planning systems indicates an element of convergence, even
when acknowledging extensive national variations. The retreat of the
welfare state and the move to right of the Swedish political system led to a
greater decentralization of functions to local government, which encour-
aged policy-makers to reform the planning system. The Netherlands
has witnessed the introduction of partnerships, privatization and US-style
local management (Levine and Van Weesep, 1988). More generally, the
decentralization of government functions and the emergence of regions,
often with their own planning powers, have reorganized the planning
systems in most Western European states. Common provisions have
emerged, even though national differences remain prominent (Newman
and Thornley, 1996). It is easier for entrepreneurial political leaders to build
growth coalitions to attract capital because there are fewer constraints on
public—private initiatives. The state tends to let private ventures be and to
allow local political leaders to lobby for public and private sector resources.
The entrepreneurial city has emerged, where local elites seek to compete
with those in other centres for public resources, populations and investment
(Harding et al., 1994).

The revival of the city

Several writers locate the emergence of regimes in the history of the Western
European city (for example, Bagnasco and Le Galés, 1997; Le Gales and
Harding, 1998). The starting point is Tilly and Blockmans’ (1994) analysis
of the retreat of cities at the beginning of the modern era. Whereas cities
were at the heart of the Western European economy and formed important
governments in themselves, they were defeated by the superior power of
nation-states. Under challenge from economic forces, Europeanization and
internal restructuring, the state retreats and the city re-establishes its central
role in the economy and polity. Advocates of cities point to their revival
and mobilization as economic entities after their reverse. Of central impor-
tance is the activism of city elites rather than the leaders of local government
or larger entities, such as regions. As cities regenerate their economies, so
they mobilize their political communities to their place in the sun. Activist
political leaders bond with the private sector to form coalitions that can
compete with those in other localities. Sometimes large elites in local centres
ally with their regions to lobby the centre (Hoffman-Martinot, 1996). The
private sector takes more of an interest in local politics because of the
political benefits and the gains. The rest of the local system takes more of a
backseat as the big power holders fight it out. As local economies become
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more similar in terms of their relative advantage, the competition increases
(Harvey, 1989). Le Galées and Harding (1998) bring in regulation theory for
added spice to the argument, though it is not clear why post-Fordism
implies a specific city form of governance.

Even with extensive political and economic competition, Western
European localities are never going to be like their North American counter-
parts. Chapter 1 mentions Castells and other writers’ argument that
Western European cities have a large stock of social and political capital, in
particular social-democratic traditions and parties that address non-market
issues and respond to the challenges to social cohesion. Moreover, local
parties seek to provide a stream of benefits to their supporters in the
form of favourable policies. With their need to address social policy issues,
Western European cities see-saw between responding to economic and
social demands.

The academic disputation
The regime research programme and its critics

Many local political scientists have embraced the regime argument, either
in theory (for example, DiGaetano, 1998; Harding, 1994a, 1994c; Kantor
etal., 1997; Levine, 1994; Stoker, 1995; Stoker and Mossberger, 1994) or for
empirical studies (for example DiGaetano, 1997; DiGaetano and Klemanski,
1993, 1999; Dowding, 2000; Dowding et al., 1999; Harding, 1997; John and
Cole, 1998; Stewart, 1996; Ward, 1997). Their work amounts to an ongoing
research programme that takes evidence from some of the leading cities of
Europe. Nevertheless, there is a dispute about the nature of regimes and
how they apply to the Western European context, with even sympathetic
authors expressing caution (for example, Harding, 1997; Le Galés, 1995).
The main criticism is that the strength of the central state makes the regime
label a misnomer. Central or federal states control vast stocks of financial
and legal resources; they are the dominant source of legitimacy; and they
can affect the ways in which cities make policy. It does not make sense to
refer to autonomous regimes. The types of public—private coalition that
emerge reflect the funding schemes and policies central and local public
bureaucracies follow at any particular time. In this version the public and
private partnerships that formed in the 1990s reflected the fashions of local,
central and Western European policy-makers who sought new forms of
public—private partnership and arranged funding regimes to bring the
private sector into public development projects. In turn national and
international businesses have little interest in the parochialism of local
politics bar an incentive to arrange favourable planning outcomes. Even
these are more accessible from central government bureaucracies than from
local politicians. As Peck and Tickell (1995) detail in their colourful accounts
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of Manchester, only some businesses have an interest in forming growth
coalitions. Those businesses that stand to gain directly from large-scale
public sector investment in, for example, infrastructure projects, have a
direct incentive to participate in local policy-making.

In Western European countries, most business and business represen-
tative organizations tend to react to rather than shape local issues. Officials
tend to be the leading actors in French public—private associations. In
general, French chambers of commerce take a direct role over the areas
where they had direct control through ownership, such as airports. French
chambers can be conservative (Le Galés, 1993). Harding (1997) comments
on the separation of the politics of consumption and production in Western
European cities because few businesses seek to affect public service
decisions. Harding considers that the central government finance of local
government in Western European cities means there is little financial
incentive to attract business to local areas because of the equalization of
local tax burdens, a point emphasized by Newman and Thornley (1996).
The other difficulty for regime analysis is that Western European cities differ
from their counterparts in the USA. The stock of community values in
Europe derives from long evolution of cities as economic, social and political
entities; the strong sense of community and civic culture affects the role
of the elites and their sense of duty to wider public objectives. Moreover,
social-democratic parties have governed many cities and have transformed
political institutions to reflect both the development of working class
ideologies and a belief in the public intervention in social affairs.

The reformulation of regime theory

Many scholars working with the regime framework do not challenge the
notion that local politics is dominated by state actors and that Western
European cities are different from their North American counterparts.
Writers such as Keating (1995a) and Newman (1995) incorporate the main
decision-makers from the public sector into Western European regimes.
Dowding (2000: 11) argues that the ‘model must allow for few time-specific
features and a broader array of possible economic structures’. Stoker and
Mossberger (1994) re-conceive regimes in their comparative review. They
do not assume that businesses must be the key members of regimes; instead
they consider regimes to have a large number of participants of different
types. They focus on the way in which informal networks across organ-
izations foster creativity in policy-making. Many of the key features of
regimes vary according to their aims, the motivations of the participants, the
sense of common purpose, the quality of the coalition and the relationship
with the wider local policy environment. US coalitions are only one type of
regime, taking on an instrumental character and concerned with economic
growth. Other sorts of long-term alliance have differences in the basic
elements, such as traditionally based organic regimes that aim to maintain
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the status quo whilst symbolic regimes that are more ideological in purpose
and expressive in their motivations tend to use strategic symbols and
include as many local elites as possible. These regimes appear in different
places. There are US-style regimes in cities such as Birmingham, but
symbolic regimes occur in other local centres, like in Glasgow, with its high
profile campaign to improve its image. Coalitions play an important part
in determining policy, but they operate in different ways.

With this broad-ranging analysis, Stoker and Mossberger seek to ‘cleanse’
regime theory of its ethnocentric preoccupations and to apply a set of
criteria that enables scholars to identify different sorts of governance. Thus
re-figured, the regime encompasses the varieties of local political system
in Europe, recognizes the importance of ideas, ideologies, symbols and
movements and acknowledges that policy outcomes do not always reflect
the preferences and interests of businesses. Stoker and Mossberger describe
a form of local politics that is richer and more diverse than the interest-
based politics of US cities. They place regimes in different institutional
contexts and forms of political practice. Certain kinds of regime emerge
when local elites in countries like France and Spain have good access to the
central state, whereas countries such as the United Kingdom have other
sorts of regimes when local political elites do not have such good contacts.

The implication of this approach is that regimes may be found in many
Western European localities. The task of researchers is to identify them —
which is what the many studies attempt to do. For example, Dowding et al.
(1999) provide an eight-point characterization of regimes designed to cover
all cases, arguing that not all need be present for a regime to exist but that
the larger the subset, the more a governing coalition constitutes a regime.
They then apply the idea to six London boroughs during the 1990s, arguing
that three of the cases are different types whilst the other three constitute
failed regimes. Henry and ParamioSalcines (1999) use the notion of sym-
bolic regimes to evaluate the role of sport in policy-making in Sheffield.
They try to show that the regime approach provides an appropriate
framework to analyse the mobilisation of interests behind the development
of a symbolic project, an image for Sheffield as a city of sport. DiGaetano
and Klemanski (1993) attach the regime idea to Bristol and Birmingham
through analysing the development of partnership arrangements. Ward
(1997) calls regimes the partnership arrangements in specific projects
in Leeds, Birmingham and Manchester. Newman (1994) deploys regime
theory to examine the sub-metro politics of development projects in the UK
(King’s Cross and Greenwich) and France (La Plaine St Denis and Seine
Rive Gauche).

Criticisms of regime studies

The ascription of the regime label to Western European cities presents a
number of problems. The first is that some of the cities that researchers
discuss do not have stable coalitions. For example, DiGaetano and
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Klemanski’s (1993) account of Bristol raises issues of interpretation. As
Bassett (1996) notes, the history of the city shows many divisions and splits
in the Labour leadership, mainly between the hard left and more moderate
elements. At best there was a fractured regime, though there has been a
move toward a more consensual approach in recent years and the greater
involvement of business.

The main problem with these typologies is that they extend the definition
of regimes to cover almost any informal arrangement for governing. As
there are some relationships between the main organizations and interests
in every local area, therefore almost everywhere has a regime. When
defined so inclusively, the task of the theorist is to show there are variations
between different sorts of cities, such as between the organic, instrumental
and symbolic regimes in Stoker and Mossberger’s account. Such an
approach, however, loses much of the analytical power of regime theory.
By lessening the argument based on the exchange between the state and
the market, the regime idea becomes vague and descriptive. The elaboration
of typologies sometimes side-steps one of the key claims of Stone’s original
work: business and local politicians form a coalition that learns to produce
policies for the locality, even if they are skewed toward the interests of
businesses. Western European researchers do not discuss the use of side
payments by business to get its own way in politics and they are content
to study partnerships, especially in economic development, which may
have a limited life span and are often focused on one project. Some writers
apply the concept of regimes to the local boroughs within a locality and
compare them (for example, Dowding et al., 1999). Yet Stone wrote about
a coalition that gradually emerged and adapted over a forty-year period. It
encompassed the whole city with its complex political factions, ethnic
divisions, multifarious interest groups and competing land use projects.
The regime affects many policies, such as education, recreation, arts, public
housing and the protection of the environment.

John and Cole (1998) argue that that concept should be applied more
parsimoniously in comparative local studies. They argue that researchers
should read the original texts more closely. If they did so, they would find
an account of regimes that applies mainly to big city politics, which mainly
comprises the long-term coalitions between the political and business
leaderships, even if other groups are subsumed, and gradually develop a
capacity to solve public problems. Even in the North American context,
the conditions for the formation of regimes are not ubiquitous. As Stone
acknowledges, regimes are hard to create and can easily be unstable,
implying that there are many large cities that do not have regimes. Stone’s
discussion of the history of Atlanta shows there are five sets of conditions
that help form regimes. They are not necessary or sufficient conditions, but
increase the probability of a regime-like politics emerging in a city.

The first is that there should be a local dimension to business interests.
Ideally, businesses should be owned by local people or there must be a large
degree of discretion open to local managers of national and international
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firms. The business actors in Atlanta, as identified by Stone (1989: 25), are
members of the local business community who are able to articulate an
interest of the city. The condition is important because if business is not
local or locally orientated, then there is less chance of an exchange-based
relationship between the public and private sectors emerging. There would
be little inclination for business to provide selective incentives to win over
the political actors.

The second condition is that businesses need to be relatively integrated
(Stone, 1989: 165-173) and that those who represent businesses speak for the
interests of the private sector. Defections from the coalitions would
undermine even a long-standing regime, and business participation in
politics should not be just based on land developers or those who are
dependent on public spending decisions. Relative integration need not
imply that the whole of business is involved with politics since businesses
differ in their willingness to contribute to public goods. Nor does the
condition imply that business is unified on every public issue as business
is composed of many interests.

The third condition is that regimes are likely to form and to stay in place
in large metropolitan areas. Although regimes depend on localism, they
are not fostered by parochialism. Elites need to have high standing and
have a large amount of resources to have the capacity to co-operate in the
long term. Elite capacity is about vision and the ability to enforce co-
operation. In the United States regimes are found in the big cities, such as
Dallas and Atlanta, rather than in small places. Fast growing cities do not
foster the spirit of co-operation (Stone, 1989: 185). In Eldersveld et al.’s (1995:
178) study, larger cities have more contact between the elite and interest
groups than small cities (though this was not true for the Netherlands).
However, not all metropolises have regimes. Large sprawling urban areas
may not have sufficient collective identity to bring public and private elites
together. Similarly, some small cities may have dynamic local elites that
resembles a regime. Also regimes may form in dynamic regions or large
county areas. As with business integration, the condition is probabilistic —
larger cities have more of a chance of having regimes.

Fourth, a tradition of pragmatism and trust in local politics helps a regime
to work and to last, which may be part of the political culture, perhaps
formed over many generations. Past histories of co-operation between
elites and between organizations assist the formation of regimes since they
are built on pre-existing feelings of trust. A stock of goodwill helps regimes
survive the inevitable conflicts of local politics. More generally, trust begets
trust. The higher the initial level of trust, the more likely that a creative
and innovative regime will emerge. It is important to be careful with this
condition because pragmatism and trust may both define and cause a
regime, which would be a circular argument. Pragmatism here should mean
something that is part of the political culture and values of the political
institutions rather than the values of the members of the governing
coalition. It should exist prior to the existence of the regime.
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Finally, regimes emerge in places that are slightly different from the
average. The uniqueness of a locality can foster the politics of exception-
alism and a sense of difference from other centres. If a locality is slightly
ahead or behind in its level of economic development compared to the
others, there are extra incentives for the public and private sectors to co-
operate to stay ahead or to catch up. It is possible that in atypical prosperous
or deprived cities co-operation takes the form of an assurance game because
the potential benefits of co-operation are high and risks of non-co-operation
are low whereas in typical places, co-operation takes the form of a prisoner’s
dilemma because these benefits are not so high. This point is not highlighted
in the regime politics literature, but is indicated by the localities these
writers select. Atlanta and Dallas are prosperous cities that aggressively
wish to stay ahead. Atlanta’s business and political elites, through their
coalitions and in adapting to the resurgent black electoral politics, were
more advanced than their rivals in other Southern centres, as illustrated by
Stone’s (1989: x) remark that ‘Atlanta is not a typical city’.

If there are special factors that lead to the emergence of regimes, the
number of cases in a country may be small. Regimes are an exceptional
rather than a general form of governance. They appear in the urban centres
that meet some of the five conditions set out above. Given that regimes are,
to an extent, voluntary phenomena, requiring political will, they may not
appear even when these conditions are present. If this analysis is correct,
there is less of a problem in applying a theory from the USA than
comparative critics expect. Regimes are rare in any nation-state, not just in
state dominated systems. The conditions allow the comparative researcher
to focus on the leading cities. In terms of the move from government to
governance, the local political system as a whole becomes less institution-
alized, with closer relationships with the private sector and greater
fragmentation of local service delivery. In large cities this form of politics
takes a regime-like character through the work of strong public—private
coalitions that emerge particularly in cities that have a strong private sector
and meet some of the five conditions outlined above.

Regimes and governance

Regimes are at the pinnacle of the process of governance; they are an
extension of the processes of networking, trust-building and problem-
solving. Cities with regimes embody these facets of political behaviour more
than other places. They are a subset of governance occurring where the
relationship between the political and economic elites is the dominant form
of politics to which other interest groups accommodate. Trust and the ability
to solve public problems are much greater for regimes than for the rest
of local governance; but the greater involvement of the private sector also
leads to skewed policies that do not reflect the preferences of public
bureaucracies. The concept of regimes allows the researcher to pick out a
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special case of governance and highlights the capacity of elites to solve
public problems. Moreover, regimes are in the vanguard of the new politics.
They emerge in some cities, then spread to others in the course of political
change across local political systems. The more limited form of regime
analysis acknowledges that regimes in Western Europe are a recent
phenomenon and that up until the 1980s business had retreated from local
politics.

The UK

Some of the research on regimes follows or is analogous to the argument
here. John and Cole (1998) examine the emergence of a regime in Leeds in
the UK, and apply the five conditions. Leeds is a northern English city, with
a population of about 800,000, with a highly prosperous economy initially
based on manufacturing and latterly the service sector, particularly financial
products. Until recently many businesses were locally owned. The city has
aclear identity and culture, distinct from other urban centres, even from its
neighbour Bradford. There has been a long tradition of public—private co-
operation, which came from prominent local business people who had a
sense of social responsibility and public spirited beliefs. Public and private
elites co-operated over many projects in the 1960s and 1970s. Even in times
of political conflict in the 1980s, there was good informal co-operation
between the political and business leaderships over matters such as the
transport strategy and releasing land for development near the city centre.
By the 1990s, when public—private coalitions were the fashion, Leeds was
easily able to put together a partnership, The Leeds Initiative. Leeds jumped
ahead of its economic rivals, such as Bradford and Sheffield, and competed
for business investment with Manchester and Birmingham, the larger
English cities. John and Cole argue that pre-existing good relationships and
informal coalitions between business and politics in Leeds helped attract
inward investment and maintained the city’s competitive advantage,
particularly in the era of municipal radicalism of the 1980s when the city’s
leadership retained its reputation for pragmatism. In the 1990s the regime
became more prominent as the concern was to keep the city’s economy
ahead of its rivals that adopted similar policies to Leeds. Not all experts on
Leeds accept John and Cole’s analysis. Haughton and Williams (1996)
argues that Leeds shows the dominance of corporate culture and fashion
rather than a coalition between the public and private sectors.

Whilst the regime in Leeds was exceptional, similar patterns appear in
other cities. Birmingham is probably the next candidate for a regime, with
its pro-growth policies of the 1980s, extensive public—private partnerships
and reputation for pragmatism. Comparative researchers DiGaetano and
Klemanaski (1993) are on solid ground in identifying a regime in contrast
to their account of Bristol. They note the prominence of certain individuals
who pioneered economic development and coalition politics. Slightly
more ambiguous is Manchester, which was a ‘hard left’ council in the 1980s



54 LOCAL GOVERNANCE IN WESTERN EUROPE

and eschewed good relationships with the business sector. Like many
local councils at the end of that decade, Manchester lost its desire to make
radical local policies. Such a flowering of municipal radical politics had
become discredited and largely outlawed by neo-liberal and centralising
Conservative governments that used legal and financial controls to impose
their ideological vision. At the same time as councils started to realize the
benefits of working with local private interests to develop their cities, central
government either required or encouraged public—private partnerships to
be part of funding projects. The city’s early public—private partnerships did
not amount to a regime, but Harding (1997) argues that a broader and
sustainable set of partnerships emerged on bigger projects, such as the city’s
bid for the 2000 Olympic Games. The people involved were the ‘Manchester
Mafia’ (Cochrane et al., 1996), who backed major projects in the city. The
emergence of a fluid network of actors is similar to the type of relationships
in a regime, though Harding argues these elites lack the gravitas of their
counterparts in the United States. Harding provides a similar analysis of
Edinburgh in Scotland, where there is an informal coalition of key public
and private sector actors that makes things happen in the city. Other cities
in England and Scotland do not show such a regime-like quality, such as
Southampton (Cole and John, 2001).

Rasmussen (2000) carries out a more comprehensive test of the John and
Cole model. He selected ten British cities, found out whether regimes exist
in them and used the Boolean method to discover whether combinations of
factors predict regime success. The Boolean approach is a form of qualitative
data analysis for a small number of cases which permits the researcher to
identify combinations of factors that predict a dependent variable (Ragin,
1985). He collected data on the five ‘John and Cole’ variables and identified
two regime cities — Leeds and Birmingham. He finds that that a tradition
of pragmatism and a large city context are necessary but not sufficient con-
ditions for the formation of a regime. Surprisingly, the degree of integration
of the business community and city uniqueness are not important.
Rasmussen elaborates a stages model of regime formation, which highlights
the importance of political leadership and the role of the public sector in the
early period of regime formation in the UK; then there is a ‘pluralistic’
expansion of regimes to include more members of the private sector.
Rasmussen conjectures that some cities, like Manchester and Sheffield, if
they re-gain their traditions of pragmatism, have the right combination of
factors to form regimes. He suggests that his method needs further research
and testing, especially with comparative data.

France
In France, John and Cole (1998) take Lille as an example of a local regime.

In contrast to Leeds, this city of one million inhabitants had experienced
rapid economic decline. It has also been a more traditional socialist city,
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without a tradition of a good relationship between the public and private
sectors, and has a highly divided political elite located in its often warring
eighty-five communes. Yet, when driven by the economic crisis, its leader,
Pierre Mauroy, created and sustained a coalition between the private
and public sectors to form Euralille, a massive city centre redevelopment
project attached to the new terminus for the cross-channel tunnel and other
projects across the metropolitan area. Although some businesses remained
implacably opposed to the socialist politicians, a spirit of co-operation
emerged which has a regime-like quality. Not that old-style networks
have become less important; the new mayor, Martine Aubry, is plugged
into the national political elite. However, these networks need to operate in
relationship with new ones between the public and private sectors.

Some analysts have been content to apply the regime idea to the
entrepreneurial type of politics that emerged in France of the 1980s. After
the Socialist government gave communes freedoms and lost interest in
centralized planning (Levine, 1994), mayors took great pride in becoming
heads of development coalitions. Whilst the emergence of entrepreneurial
mayors in the 1980s cannot be doubted (Garraud, 1989), it is not clear that
regimes emerged because the coalitions were not long-lasting. Many
collapsed in the face of the municipal corruption scandals of the late 1980s.
In the city of Rennes, for example, the public—private coalition was short-
lived. By the late 1990s the locality experienced conflicts between the
businesses and the local political leadership (Cole and John, 2001). Négrier
(1999), in his survey of changes to French local politics, doubts the strength
of local public-private alliances.

Germany

Many German cities have developed formidable local coalitions because
of the relative freedom they have in the formulation of policies. Hamburg’s
leaders have re-thought the way they govern: they have ceased to focus
solely on the prosperity of the port and seek to create a media industry.
The city created a large public—private business corporation. The massive
chamber of commerce, with 80,000 members, shifted policy dramatically
(Harding, 1997). The result was a success, especially in comparison with
other German cities. Another example was the rapid development of
Frankfurt (Kunzmann and Lang, 1994), where the city administration
created policies to compete with other financial centres, involving extensive
co-operation between the public and private sectors, though it probably
does not classify as a regime because of the driving role of the parties and
the role of the Land government. Another example is Berlin and Brandenburg
(Klegeretal., 1995). Kleger et al. argue that the existing two organic regimes
transformed into an instrumental one under the pressure of global economic
pressures. Coalition building occurred in planning for the new airport and
between the state governments of Berlin and Brandenburg. Informal
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coalitions operated at the level of the development area rather than the
boundaries of the L nder and the private sector drove the decision-making
process. Kleger et al. identify the main members of the regime as the two
state governments and the private sector. Other political actors were
involved to a lesser degree, such as the political parties, though with varying
levels of enthusiasm. However, substantial opposition threatens to
undermine the adapting regime.

Strom (1996) also considers Berlin to be a candidate for a local regime. She
places Berlin in a context of the move away from formalized politics to one
where most cities have encouraged public-private partnerships.
Nevertheless, the relationship between the state and the market operates in
adifferent way in Germany because of fiscal equalization and the existence
of political parties with ideological programmes that affect central and
local policy-making. In addition, West Berlin had constrained economic
development and a weak business sector because of economic planning
and its geographical isolation. In the reconstruction period, leaders sought
investment to remake Berlin as a world city. Like Manchester and other
Western European cities, the entry into a competition to host the Olympic
Games 2000 played a role in bringing together public and private elites.
A better indication of a regime-type politics was the planning for the
Potsdamer Platz, with its large vacant sites in the centre of the new metro-
polis. Strom remarks that the state and its bureaucrats played a crucial role
in all decisions, and in no sense had they abdicated policy to the private
sector. Strom emphasizes the special character of Berlin, which suggests
that regimes have emerged in exceptional places, such as redeveloping
capital cities, newly developing port cities and financial centres. Indeed,
most capital cities of central Europe benefit from economic expansion,
as they enjoyed property booms, and the consequent development of
public—private coalitions (Newman and Thornley, 1996: 14-15).

Further examples of regimes

Changing coalition politics have characterized the development of other
northern European states. Certain large cities in the Netherlands have seen
the emergence of public—private coalitions. Rotterdam’s local elites have
embraced the entrepreneurial approach since the late 1970s when the
city needed to attract footloose ‘sunrise’ industries even though the
marketing activities were lead by the municipal authority (Harding, 1994b;
McCarthy, 1998). The city’s leaders fostered massive development projects,
such as the Waterstad and the Koop van Zuid schemes. Using the John
and Cole (1998) framework, McCarthy identifies Rotterdam as a case for a
local regime with its history of pragmatism, trust between the elites, large
metropolitan context and sense of difference from other cities in the country.
McCarthy shows how the city leaders have linked closely to the private
sector in a series of public—private partnerships. McCarthy writes that
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‘the city elites have operated in a way that is perhaps more characteristic
of US cities, a factor that supports the emergence of urban regimes in this
context’ (1998: 342). Linking with the creative capacity of regimes, McCarthy
notes the elites emphasized that a programme of social renewal was integral
to the city’s renewal, though other commentators argue that the city
has tended to neglect the welfare of socially excluded inhabitants (Hajer,
1993).

The rise of local regimes has implications for the study of Western
European local politics. There is no reason for the strict north-south pattern
to emerge, as what is important is the capacity of local elites to form
coalitions. The variation in the presence and form of regimes across Europe
takes other forms than the classic division of local government systems.
Harding and Le Gales suggest various patterns. In Italy the mobilization
of local elites for economic development has not really occurred as metro-
politan government is highly fragmented. The medium-sized cities of
Bergamo in Lombardy, the cities of Emilia—Romagna and those in the
Venice region have grown without the help of municipal leaderships.
Likewise in Milan, the political parties drove local policies and business
sought to influence them (Newman and Thornley, 1996: 90). But local
businesses have been active in cities like Bologna and Milan because of the
reforms of local chambers of commerce (Perulli, 1999).

Cities in the classic northern nations, such as Copenhagen and cities in
Sweden, show the effect of the dominance of the welfare state and the
longevity of the social-democrats in power. Countries with strong social
welfare traditions maintain their bureaucratic and hierarchical forms of
local politics. On the other hand, local leaderships in cities in France,
Germany, Spain, England and Scotland, such as Montpelier, Hamburg,
Barcelona, Manchester and Edinburgh, have transformed their city politics
and fit the regime model well. One of the reasons for the difference in the
coalitions is the state tradition. The pattern of transformation does not fit the
north—south divide as entrepreneurial cities appear in the Mediterranean
countries as elsewhere. Portuguese cities have sought to develop insti-
tutional capacity through building coalitions (Da Rosa Pires, 1994). Through
a revolution of the planning system and rapid urbanization, the private
sector has become more significant (de Seixas, 1999). Several cities in Spain
have formed large-scale public—private partnerships to promote their
image as boosters (Martinez, 1994). Areilza (1998) assesses Bilbao as a case
of an emerging regime, using the John and Cole criteria. She finds that
Bilbao is a large city, with high unemployment and an important private
sector, though business is fragmented and withdrawn from local politics.
Nevertheless, the city’s government has fostered a pro-growth coalition.
Likewise in Barcelona, the mid-1980s saw the emergence of a growth
coalition, at first orientated around the projects for the Olympic Games
(Garcia, 1991). More generally, Leontidou (1995) contrasts the local
economic growth and policy successes in Spain in the 1990s with the weak
progress of Greek cities. McGuick (1994) finds that the planning regime in
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Dublin has gradually moved more in the interests of capital in line with the
growth machine model.

Comparative research

The most comprehensive and sustained research on public—private
coalitions in Western Europe has been conducted by Harding (1994c, 1996,
1997, 1999). Harding’s work draws on the change in coalition politics in the
UK of the early 1990s (Harding, 1994a). Whilst noting the differences
between the UK and the USA because of the power of the UK state and the
low incentives to create local growth coalitions because of the strict rules of
English local government finance, Harding suggests that a form of growth
coalition emerged in British cities. Rather than confine the analysis to the
UK, Harding argues that Western European cities have seen the emergence
of informal public—private partnerships based around production issues
in response to economic competition. Harding seeks to re-fashion the
moribund research on community power in UK cities by shifting the
discussion away from power over — when a section of the elite accesses
resources and makes policy choices in its own interest — toward power to —
the ability of the elites to co-operate for the common good. This distinction
is central to Stone’s analysis and it adapts well to the Western European
context of strong nation-states where local elites are starting to assert their
power. Harding’s research links to the work of other Western European
local scholars, sometimes called neo-localists (for example Bagnasco and
Le Gales, 1997; Le Gales, 1998a), who argue that cities are the new loci of
power in the Western European polity whose fate is linked to the revival
of local and regional economies.

Harding and his colleagues apply these ideas to cities in Europe. The
research started with a comparative study financed by Directorate-General
XVI. They carried out a study called ‘Urbanization and the functions
of cities in the European Community’ (Parkinson et al., 1992). The group of
researchers examined the possibility of economic renewal in Birmingham,
Brussels, Amsterdam and Rotterdam (the old core); Frankfurt, Lyons, Milan
and Montpelier in the new core; and Dublin and Seville on the periphery.
They developed their ideas in the subsequent academic volume (Harding
et al., 1994), arguing that cities are growing in importance and seeking to
compete with each other. Decision-makers, the local elites, have responded
to a common set of problems and constraints that push them to adopt the
policies of the competitive city.

The focus on the politics of cities appears more strongly in Harding’s
project on coalition formation and urban redevelopment, funded by the
UK Economic and Social Research Council, as part of its local governance
initiative. Harding examined Manchester, Edinburgh, Copenhagen,
Hamburg and Amsterdam (Harding, 1995, 1997). He concludes that these
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cities have been driven by a common logic even if tempered by national
and local differences. Public and private sector elites became more
concerned about the economy, worried about the fate of locally owned
businesses, sought to promote policies to attract inward investment and
fostered employment creation policies. Stronger public—private coalitions
emerged at the time of the single European market initiative though they
had their origins many years before. Harding stresses how the five cities
formed informal networks to solve problems that seem to work best in the
absence of formal institutions. Even chambers of commerce were not
the best means for the private sector to express its interest and looser
networks of business actors tended to be involved. Harding describes how
the private and public sectors in cities have been able to co-operate and
create imaginative policies.

Harding holds back from regarding Western European coalitions as the
same as those in North America. The large public sector in these cities
precludes a strong role for private enterprises. Municipal councils own
much of the land in many cities, as in Amsterdam where 70 per cent of land
is owned by the local authority. The development of social policies since
the 1980s has been accompanied by fiscal centralization (Terhorst, 1999).
As important are the national public agencies that have a major role in
economic production in most Western European countries. National
governments have promoted spatially specific local economic development
programmes. The caution in Harding’s work derives from a sceptical turn
amongst Western European academics who believe that the trends toward
entrepreneurialism are short-term and largely rhetorical (Peck and Tickell,
1994). Other authors are more scathing. Haughton and While (1999), taking
the example of Leeds, regard the partnerships as nothing other than
municipally inspired ideas that have little to do with the private sector.
Such a view sits neatly with arguments that regime theory is a US import
whose application distorts an understanding of Western European local
politics. Analysts, such as Harding, need not be so cautious in setting out
the research agenda as the existing findings are supportive of regime theory
independent of national contexts. Whilst national institutions and policies
and local conditions structure local regimes, there is no escaping the
changed governance of Western European cities.

Conclusion

The US literature on local regimes helps scholars identify one of the central
pillars of local governance: the emerging long-term public—private
coalitions that are central to public decision-making in many Western
European localities. The informal pattern of co-operation between the
public and private sectors has always been important in local politics
though it never gained much attention by academic researchers. The claim
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of this chapter is that economic competition and institutional reform have
revitalized business—political relationships so that public—private partner-
ships have become an essential element of governance. Rather than US
regimes emerging throughout local government systems, North American
theory and research alerts us that the relationship between the public and
private sector may constitute a strong link that affects most of local public
policies in large cities. In the special context of large cities that seek to stay
ahead or catch up in the economic race, the regime generates capacity to
solve public problems. It fosters policies that assist economic development
and seeks to balance competition with policies to promote social cohesion.
Not that regimes are a nirvana of co-operation as local politics retains its
factional character. Fights between the many public agencies are common
and businesses retain their systematic power to shape public outcomes
in their own interests. Most of all, the regime idea does not capture the
ideological character of political conflict in Western European cities, with
their histories of socialism, right-wing movements and the emerging
agenda of green politics. Yet, even with these limitations, the regime idea
uncovers much about the politics of localities that has hitherto been
forgotten and points to the future.

This chapter shows that regimes are a central feature of local governance
and they contain many of the key features of the new politics. They extend
certain aspects of governance, such as the capacity to act and to plan in the
long term. Their emergence across Western Europe breaks down some
of the rigidity of the north-south pattern. But regimes do not define local
governance — they are a sub-set of the wider political system. They are
important and prominent features of the new politics, but researchers need
to pay as much attention to the more prosaic politics of the European Union,
regions and public management to see the whole picture.



3 Trends in Local
Autonomy and Democracy:
Reflections from a European
Perspective

Philip Blair

Introduction

The purpose of this chapter is to identify some current trends in
local government in various European countries. To complete the
picture, reference is also made to certain background conditions
which exert a continuing influence on the functioning and status
of local government. In so short a chapter, the treatment is
bound to be selective in terms of both the aspects raised and
their illustration by reference to experience in various European
countries. Inevitably also, the discussion of each topic is super-
ficial. But the aim is to raise a number of issues which may be of
interest from a comparative perspective.

Most of the information which has been drawn upon derives
from work done within the Council of Europe in the local
government field. However, the opinions expressed do not
necessarily reflect the views of the Council of Europe and are
solely the responsibility of the author.

Autonomy, decentralisation and government control

When comparing trends in different countries with regard to local
autonomy, it is important to bear in mind the quite different
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starting-points from which each system is evolving. Decentralising
tendencies which may be observed in some traditionally highly
centralised systems may still leave them more centralised than
some other countries in which local autonomy is being eroded.
The problem, however, is that the actual degree of local
autonomy in different countries is not easy to compare, depend-
ing as it does on the interplay of a large number of factors which
are often difficult to measure.

The range of responsibilities of local authorities is perhaps the
most obvious of these factors. A recent survey carried out within
the Council of Europe sets out a detailed list of possible
functions, as a basis for comparing the actual allocation of
powers in each country. The resulting tables suggest that the
basic level of local government in most European countries has a
wide range of functions, which are broadly comparable. However,
appearances may be deceptive: even with a relatively detailed
classification of functions the actual role of the local authorities
often remains unclear. In the circumstances of modern govern-
ment many functions are not assigned exclusively to the local
level but are shared with a higher level of government; in this case
the problem is to identify where the major competence lies or
whether one of the levels is responsible only for relatively minor
aspects. Moreover, a function may be performed by a local
authority in its own right or on behalf of another (central or
regional) authority, in which case the discretion it enjoys may be
very limited. More generally, any of a local authority’s functions
may take the form of tasks which it is obliged to carry out or of
activities which it is permitted to engage in if it wishes. But the
fact that it is authorised to carry out a particular function is in
itself no indication as to how far it actually does so; especially in
the case of small municipalities in some countries, lack of
financial resources or of qualified staff may result in discretion-
ary powers remaining purely theoretical.

A general idea of the size of the local government sector as a
whole can be obtained from the statistics on total local authority
expenditure as a proportion of total public expenditure as shown
in Table 3.1. But the impression gained from these figures is only
a very vague one, so long as no account is taken of the extent to
which local authorities can determine their expenditure freely.
The strikingly high proportion of public expenditure accounted
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TABLE 3.1 Local authority expenditure as a proportion of public

expenditure

Country 1980 1984

(%) (%)
Austria 39.0 37.1
Belgium 19.2 14.1
Denmark 76.3 65.4
France 27.8 27.1
Federal Republic of Germany 27.5 25.5
Greece 4.9 6.2
Ireland 16.8 15.8
Luxembourg 35.0 33.8
Netherlands 28.9 -
Norway 45.5 42.7
Portugal 9.8 7.5 (1983)
Spain 8.2 (1981) 27.9
Sweden 323 31.6
Switzerland 349 35.3
Turkey 6.4 7.2 (1983)
United Kingdom 29.2 27.5

for by local authorities in Denmark, for example, has to be seen
in the light of their agency role for social security payments, old
age pensions, etc. More generally, local decision-makers may or
may not be subject to detailed, binding norms with regard to the
services they are to provide. Thus in the Scandinavian countries,
the local authorities’ larger than usual share of public expenditure
seems traditionally to have been counterbalanced by close
government regulation leaving relatively little discretion. It is
against this background that serious efforts have been made in
these countries in recent years to reverse the tendency of
legislation to go into unnecessary detail about the manner of
service provision and to reduce regulation by state bodies. For
example, in Sweden the previous detailed legislation in the field of
social services and health and medical care has been replaced by
general enactments laying down the goals but leaving it to the
relevant local authorities to decide how these goals are to be
attained and what their internal organisation should be.

The clearest indication of governmental willingness to extend
the scope of local autonomy in Scandinavia is the so-called ‘free
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local government’ experiments which are in progress in Sweden,
Norway and Denmark. The aims are to test new approaches to
local government activity, to increase the possibilities of adapting
policies to local conditions, to enable members of the public to
exert greater influence and to improve the use of resources. To
this end, certain selected municipalities and county councils may,
on their own initiative, obtain exemption from state regulations
which they see as standing in the way of more efficient or
democratic organisation. Among the main areas of action are
the simplification of rules, less compartmentalisation of commit-
tee and administrative structures, greater flexibility in the provi-
sion of services to the citizen and the transfer of more powers of
decision from state bodies to local authorities. Undoubtedly the
end-result will be a general reduction of state regulation and
control. Although some of the innovations of the free local
government experiments in Scandinavia appear to relate to
constraints to which local authorities in countries like Britain
have traditionally been less subject, there is no mistaking the
strength of the trend towards greater local autonomy.

Elsewhere in Europe analogous developments towards reinfor-
cing local autonomy may be observed. In France, the 1980s have
been dominated, in the field of local and regional government, by
the major decentralisation reforms. Apart from giving
départements at last an independent executive elected by the
conseil général, these reforms have transferred various important
functions to the sub-national authorities: town planning and
primary education to the communes, social assistance and the
intermediate school sector to the départements, grammar schools
and vocational training to the regions. At the same time the
traditional system of a priori supervision by the prefect was
abolished and the a posteriori control was limited to the poss-
ibility of appeal by the prefect (or members of the public) to the
administrative courts in cases of alleged illegality. Even if the
reality of central control has changed less, especially for the small
communes, than the texts might lead one to suppose, it is clear
that a substantial transformation of the traditionally centralised
French system has been effected.

Other countries, such as Italy, Spain and Portugal, had
preceded France in moderating the traditional system of super-
vision and reducing it in essence (as in West Germany) to a
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control of legality. More recently, the new Local Government Act
in Luxembourg provides for the abolition of virtually all a priori
supervision by central government and a major reduction of a
posteriori control, with a right for municipalities to appeal to the
Council of State when their measures are annulled or approval is
refused. In Belgium, too, where responsibility for supervising
local authorities is being transferred to the regions, the scope of
such supervision is being considerably reduced.

Developments in the finances of local authorities are complex
and not easy to summarise. However, a parallel to the reinforce-
ment of local autonomy described above may be seen in the
policy pursued in certain countries (most notably Norway,
France and the Netherlands) of shifting the relative weight of
specific and general grants in favour of the latter. It is of course
clear that recourse to specific grants restricts a local authority’s
freedom to exercise its discretion with regard to expenditure
priorities. But it is also reasoned, for example in the Nether-
lands, that even for functions which local authorities are obliged
to perform, financing by general grants leads to greater efficiency
in the use of resources; otherwise detailed definition of the task in
relation to the resources will be necessary, of a kind which the
national level is too remote to carry out effectively. Of course the
fact that it is easier to reduce a general grant than to cut
individual specific grants may not be entirely foreign to some
governments’ reflections: during the crisis years of the early 1980s
a number of governments resorted to reductions in the size of the
grant pool as a means of restraining the rate of growth of local
spending.

The British government appears to be more concerned with
controlling local government expenditure than other European
governments. There are no doubt several reasons for this. In the
first place, if the share of the GDP represented by local authority
fiscal and grant receipts is under 5 per cent (Greece, Portugal,
Italy, Luxembourg), the government can take a more relaxed
view of the economic impact of local spending than in Denmark
(27.6 per cent), Sweden (20.9 per cent), Norway (19 per cent), the
Netherlands (11.8 per cent) or Britain (9.6 per cent) (figures for
1987). Secondly, if local authorities are so heavily dependent on
government grants or on a system of shared taxes that they have
only modest access to local taxes of which they can determine the
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rate (the Netherlands and Norway), the government will have less
need to control the expenditure side, especially if it can also
restrict local government borrowing. Finally, of course, some
governments are less ideologically committed to cutting public
expenditure (and also more committed to local autonomy).
Taking all these factors into account, it is no coincidence that
the country which has come closest to the United Kingdom with
controversial efforts to cut local government spending seems to
be Denmark.

The pursuit of accountability

The concept of accountability, which has so dominated British
debate about local finances, appears to have played little or no
part in other European countries. Indeed, the term itself seems to
be regarded as rather mystifying. Everyone is of course familiar
with the idea that local elected representatives, like all democra-
tically elected authorities, are responsible to their electorates in
the sense that they must present themselves periodically for
election. In this way they must ‘render account of their steward-
ship’. In the financial field, systems of audit are no doubt seen as
the principal means of ensuring that local government funds are
spent economically and effectively in terms of value for money.
Some governments, for example in Italy and Sweden, have been
active in seeking effective means of measuring the efficiency of
local service provision, as have many local authorities themselves
or bodies jointly established by them. The results of such
initiatives may, at least theoretically, assist local electorates in
judging the performance of local authorities. However, the
conception does not seem to be widespread that there is a
fundamental distinction in this respect between, on the one
hand, local financial resources derived from taxes levied on local
electors and, on the other hand, those obtained from taxpayers
who have no vote in local elections or, for that matter, from
government grants. For all these there is presumably the same
responsibility on the local authorities to spend the money wisely
and to answer to their electorates in this respect.

What is absent, therefore, is the narrow conception of account-
ability which consists in the attempt to establish a direct and
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automatic link between councils voting for higher levels of
services and the level of contribution by local electors. If calls
are made (or in some instances — for example in Belgium in 1982
— measures are taken) to increase access to local taxes of which
the local authorities are free to determine the rate, it is in the
name of local autonomy, not accountability. As for the argument
that every local resident who can afford to should contribute to
the financing of local government, those countries (Scandinavia,
Belgium, Switzerland) which have some form of local income tax
would no doubt agree, but they would probably add: ‘in
proportion to his means’. The community charge is generally
regarded as rather exotic, and has certainly found no imitators.

The reason for this difference may well lie in the tendency,
which seems to be stronger in Britain than in most other
countries, to view local government almost exclusively as an
instrument for the delivery of services — or at least for the
making of arrangements for the delivery of services. It thus
becomes natural to see in local taxation nothing other than a
system of payment for services. The situation alters significantly
if local government is regarded as what the (English) name
implies: the first level of government of the community. In that
case it becomes as anomalous in relation to local authorities as it
would be with reference to central government to question
whether they should be allowed to levy taxes as they see fit on
categories of taxpayers who do not have the right to vote.

Of course in any local government context it may seem
appropriate to establish a clear link between enjoyment of
certain kinds of service and payment for their provision. But in
that case the usual solution is direct user charges. However, the
local authorities are generally left substantially free to decide
whether to have recourse to this method of financing and, if so,
to what extent it should cover the cost. That they have increas-
ingly done so in many European countries during the 1980s has
had more to do with a search for other sources of revenue in a
period of fiscal austerity than with a commitment or obligation to
increase accountability in the British government’s sense of the
term.

Probably the closest approximation on the Continent to the
British concern with accountability is the pursuit of ‘transpar-
ency’ in government. Thus it is interesting to note the recent
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reform of the property tax in the Netherlands: previously
collected by the national revenue service on the basis of informa-
tion supplied by the municipalities, this local government tax was
not perceived as such by the taxpayers; in future, therefore, it is
to be administered by the local authorities themselves. Neverthe-
less, the impression persists that transparency is only one value
among several to which the organisation of local government
aspires, and that there is less confidence in the extent to which it
can be achieved in the complex circumstances of modern govern-
ment.

Local democracy and participation

The search for greater responsibility and transparency in local
government is part of a general concern with the quality of local
democracy, which has been manifested in political debate and in
various initiatives in many European countries. Often this
concern may be related, as in Britain, to a conviction that the
‘product’ of local government does not correspond as well as it
should to what its consumers want. But the current British
answer to this problem — which is to give more power to the
individual qua consumer, and to take functions out of the hands
of local authorities and disperse them among a variety of public,
private and voluntary agencies — is no more than one trend, and
hardly the most important, in thinking on these matters on the
Continent. Certainly some governments of a conservative ten-
dency (for example in the Netherlands) have been determined to
make the public sector retreat from what they see as its
exaggerated aspirations to regulate society and care for its
needs. And even governments of a different political complexion
(such as Sweden) have been interested in schemes to promote
organised influence by the users of local government services at
the level where these are produced, although this may not amount
to the introduction of market mechanisms. But the emphasis is
not so much on restricting the scope of local government as on
improving the functioning of local democracy.

Once again, this difference of approach seems to be based on
the fundamental conception of the role of local government. If it
is essentially about providing services, then the idea of user power
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is certainly plausible — even if it begs eminently political questions
such as the appropriate compromise between efficiency and
equity or between economic use of resources on the one hand
and attaining certain basic standards or ensuring a degree of
general coverage on the other. The situation is quite different,
however, if local government is conceived as involving making
strategic policy decisions, deciding priorities as between different
public services or different investment projects, setting orienta-
tions for the development of the local community and trying to
protect the community as a whole or individual citizens against
hardship or disaster. It is in the weighting of these objectives and
their achievement that the democratic process at the local level
makes its contribution to the effectiveness of local government.
But that presupposes that the democratic process is itself
effective. This issue is of course not a new one. During the
1970s measures were introduced in many European countries to
improve the status and working conditions of local elected
representatives, the provision of information to local residents
or the opportunities for citizen participation between elections.
But these concerns are again coming to the fore in several
countries, as may be seen from a number of current initiatives.
In Austria and Luxembourg, new obligations have been imposed
on local authorities to provide information, while in Austria there
is now legal provision for citizens’ initiatives in relation to
planning questions, for example in the field of environment
protection. The recent Local Government Act in Luxembourg
makes provision for the holding of referendums on the initiative
either of the local council or of the inhabitants of the municipal-
ity. The French government also intends to improve participation
by local residents in planning decisions, as well as to facilitate
access for all social and professional groups to elective office and
to strengthen the rights of minorities within local councils. In
Norway and Sweden reforms are in preparation, one of the main
aims of which is to improve the working conditions of local
councillors and strengthen their position especially vis-a-vis the
local administration. And five member states of the Council of
Europe — Sweden, Denmark, Norway, the Netherlands and
Ireland — have granted resident non-nationals the right to vote
in local authority elections, while Luxembourg has made com-
pulsory the establishment of consultative committees to represent
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the interests of foreign residents in municipalities where they
constitute more than 20 per cent of the population.

These developments naturally reflect the existing situations in
the individual countries, which vary considerably. For example,
citizen participation in planning procedures is much stronger in
some countries than in others. Again, the wish to reinforce the
position of local elected representatives is naturally stronger in
Northern European countries which have developed highly
professional bureaucracies at local level; in other countries, such
as Italy, some argue rather that the influence of the local
politicians is too strong. Nevertheless, there are clear signs of
concern with reinforcing the (direct or indirect) democratic
mechanisms for the collective government of the community.

It is not, of course, suggested that there are no parallels in the
United Kingdom to these trends: the follow-up Bill to the
Widdicombe Report contains some relevant provisions, for
example in relation to the position of minorities on local
councils. But the impression remains that the general aim is
rather that of curbing perceived abuses than the positive one of
strengthening democratic participation.

Contrasts in status and structure

Under this heading three disparate points will be touched on
briefly, which have in common that they exert an influence on the
general status of local government in society and the atmosphere
within which it functions. In contrast to most of the aspects dealt
with hitherto, it is not so much a matter of identifying trends as
of recalling background features of local government.

The first of these features is the general competence which the
municipalities possess in most European countries. This right to
intervene and take initiatives with respect to any matter relating
to the local community in so far as the law does not explicitly
provide otherwise is in direct contrast to the British doctrine of
ultra vires, whereby local authorities may only carry out such
responsibilities as are specifically assigned to them by Parliament
(although the 1972 Local Government Act did introduce a limited
exception to this principle). Historically, it was important in that
the municipalities were often the first to recognise newly arising
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problems and attempted to deal with them long before the
government turned its attention to them. With a general compe-
tence they were — and are — able more easily to react to new
situations and take on new tasks.

However, it is questionable whether the existence of the
principle of general competence per se necessarily entails a higher
degree of autonomy. It is not just that governments nowadays
usually take up problems more rapidly, so that the potential
scope of the principle is more limited. In addition, the existence
of the general competence seems in some countries to be
accompanied by a lack of precision in the allocation of specific
responsibilities: where tasks are not assigned exclusively but
shared with higher levels of government, the exact demarcation
of responsibilities may in practice be left to the latter. Moreover,
the freedom to carry out functions which are not explicitly
provided for by legislation may be purely hypothetical if, as in
certain Southern European countries in particular, the financial
and staff resources of the municipalities are not sufficient even to
carry out effectively all those tasks which are specifically imposed
on them by law. In this respect, it is arguable that British local
authorities, with their still relatively broad range of well-defined
functions and often substantial degree of discretion, are quite well
off even without a general competence.

The importance of the general competence lies perhaps rather
in the symbolic and psychological sphere. It bolsters the concep-
tion of the municipality as a general political authority which acts
in its own right to foster the welfare of its inhabitants and
confront whatever problems may arise in the local community.
It encourages the citizen to see in the local authority not one
agency among many for carrying out administrative tasks, but
the corporate manifestation of the local community (collectivité
locale) which is the first resort in case of difficulty.

This symbolic effect should not be exaggerated in itself, but
gains more significance in combination with the second factor to
be mentioned in this section, namely the absence in the United
Kingdom of a separate political executive. This is a characteristic
which is shared to some extent with the Nordic countries as well
as with Ireland and the former British Occupation Zone in
Germany. Most of these countries have modified or mitigated
the effects of the system whereby executive as well as policy-
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setting functions are vested in the council itself. Denmark divides
up executive responsibilities between the relevant council com-
mittees and the mayor; in Norway an executive committee,
elected by the council, supervises the municipal administration
and the implementation of council decisions; in Northern
Germany the political appointment of the chief executive
( Stadtdirektor) constituted a step away from the British-imposed
system and back towards the German tradition of strong
executive leadership, even though he remains dependent on the
council and without real political initiative of his own; finally
Ireland has developed the system of the (non-political) autono-
mous manager who, in his executive sphere, is largely outside the
direct control of the council. Nevertheless, a basic similarity
remains by comparison with the continental tradition of the
strong political executive.

Whether the political executive is constituted by the mayor
alone or whether, as for instance in the Benelux countries or
Italy, he heads a collegial body, his authority is considerable. It
not only derives from his simultaneous function as the representa-
tive of the State in the municipality, but is also due to the fact
that he prepares and implements the decisions of the municipal
council, controls the administrative apparatus, manages the
municipal finances and is responsible for public order in the
municipality. In most countries he is elected by the municipal
council; the direct election of the political head of the munici-
pality in southern Germany, as well as in Portugal and in some
Swiss cities, gives him the added advantage of relative indepen-
dence.

The existence of a strong political executive has a number of
consequences. In Germany, for example, where the contrasting
systems of local authority organisation can be observed within a
single country, it has been plausibly argued that it is far more
conducive to responsible financial management. The mayor’s
strong central position and co-ordinating role in the council
makes it easier to control spending initiatives, while his control
of the staff and influence over their careers tends to screen them
from too close a relationship with the relevant committee. This
contrasts with the position in Northern Germany (or Britain),
where strong spending committees usually cooperate closely with
the relevant department, a practice which certainly furthers
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participation by individual councillors in the practical admin-
istration of local affairs but which also, by creating sectoral
alliances interested primarily in increasing their slice of the
cake, tends to impede the overall weighing of political priorities
and firm financial discipline.

More important in the present context of the status of local
government, however, is the effect of a strong political executive
on the popular perception of the municipality. In continental
countries, the municipality tends to be personified in the mayor
or in the college of mayor and ‘aldermen’, in much the same way
as with a national government. On the other hand, few British
local politicians are as well-known among their electorate, or
indeed beyond, as a French mayor, and none enjoys as much
prestige. This undoubtedly has some impact on the turn-out in
local government elections.

It also substantially affects the attractiveness of local political
office to the ambitious and its place in the national cursus
honorum. In France, this attractiveness is reinforced by the
system of cumul des mandats (despite the restrictions introduced
in 1985) and the importance of a local power base for a national
political career. One by-product of such overlapping of local and
national politics in what remains a markedly centralised country
is a degree of understanding at the centre for the interests and
needs of local government which is much less apparent in a
country like Britain. But even in those countries where combin-
ing political office at more than one level is less widespread or
partially prohibited, the influence and prestige of the mayor of a
major city is certainly greater than that of a simple member of
parliament and his position may be just as good a spring-board
for ministerial office.

The third feature affecting the general perception of local
authorities is the size of the local authorities and in particular
of the basic level. For reasons of space this major topic can only
be touched on here, but as a background condition for the
functioning of local government its importance cannot be over-
looked. Britain was of course far from being the only country to
implement far-reaching local government reforms in recent
decades to take account of the perceived requirements of
efficient service provision, technical complexity and economies
of scale. In proportional terms, the number of local authorities
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was reduced almost as much in West Germany and even more
drastically in Sweden, Denmark and Belgium. It was, in fact, only
in the countries of Southern Europe (including Switzerland and
France) that the amalgamation of local authorities made little or
no progress. That the process has not necessarily come to an end
in Northern Europe is indicated by the current review of the
municipal and county structure in Norway, prompted by the fact
that (at least by Scandinavian standards) Norway still has a large
number of municipalities with a relatively small population.

What is unique in the British case, therefore, is not the fact of
the reform but its results in terms of the average size of the lower-
tier authorities. In this respect, Great Britain diverges dramatic-
ally from the European norm. The average district in the shire
counties is over 13 times as large in population terms (96 000) as
the average of all the German or Italian municipalities (somewhat
over 7000), which are themselves five times the size of the
average French commune (1475). Of course in the latter case
the parish might seem the more appropriate unit of comparison;
but then the discrepancy would reappear in terms of the
negligible functions of the English parish.

It is common for independent observers in France to conclude
that the 80 per cent of French communes with less than 1000
inhabitants can hardly be capable of carrying out autonomously
the tasks of modern management and service provision calling for
professional staff. The solution is often found in single- or multi-
purpose consortia of municipalities, but in many respects depen-
dence on the assistance of the state authorities or a de facto
exercise of the function by a higher administrative level is
inevitable.

In Britain, on the other hand, the single-minded pursuit of
criteria relating to service delivery capacity has produced solu-
tions which a comparison with other European countries suggests
must be excessive. Planning and organisational considerations
were undoubtedly implemented at the expense of the sense of
the identity of the local community as a framework which local
citizens can comprehend and within which they can contribute to
determining their own living environment. In other Northern
European countries too the major programme of amalgamation
produced complaints of remoteness and loss of identity, and it is
interesting to note that in Sweden there has for some time now
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been a reaction aiming to decentralise the structures of participa-
tion within the municipality. But nowhere were the local author-
ities removed so far from the citizen as in Britain, a fact which,
especially in conjunction with the lack of a ‘visible’ political
executive, is bound to affect the perception of local government
within society. Moreover, with the replacement of the self-
sufficient authority by the enabling council, the justification for
such large units may appear even less evident.

If the lower level of British local government is exceptionally
large, it is interesting to note that, by comparison with other
European countries of equivalent size, the highest level of sub-
national government is unusually small. In other words, there is
no regional level of government. Regionalisation, which must be
accounted one of the major trends in Europe since 1945, has in
fact passed Britain by. Yet Germany (like Switzerland and
Austria) has a genuine federal system, while in Italy and Spain
(as in Belgium) there are autonomous regional authorities
protected by constitutional guarantees and endowed with legisla-
tive powers over a broad field. Only France among the European
states of comparable size to Britain has been at best half-hearted
in going down this road, for it has created regional authorities
with no legislative powers, which have the same legal status as the
local authorities and, despite their recent reinforcement, are still
weak in terms of their range of responsibilities.

Whatever the reasons for its creation, it seems clear that a
fully-fledged federal or regionalised system offers a real alterna-
tive to the national level for the exercise of many functions of the
modern state. The inevitable complication of political structures
is counterbalanced by a reduction of the load on the centre, by
the bringing of basic policy-making in important fields closer to
the problems on the ground, often by a harnessing of regional
loyalties and, indeed, by the stimulation of inter-regional compe-
tition in seeking the best solutions. British reticence is under-
standable, of course, considering that genuine regionalisation
involves a willingness to rethink the state and to countenance a
vertical division of powers which must at least put a dent in the
system of parliamentary sovereignty. But in considering local
government in other European countries, it is important to bear
their regional structure in mind, as it is not without influence on
the local authorities, whether positive (in terms of a general
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philosophy of decentralisation or subsidiarity) or negative (by
squeezing the autonomy of the upper-tier local authorities).

Concluding remarks: Britain out of step?

It is not easy to draw conclusions from the sometimes rather
impressionistic and certainly incomplete sketch which has been
attempted in this chapter. Nevertheless, as far as the chapter
goes, it does suggest that local government in continental Europe
and in Britain is moving in quite different directions. Where in
the one case there are numerous instances of decentralisation of
powers and transfer of functions from state administrations to
the local authorities, in the other there is a reduction of local
responsibility through privatisation or transfer to appointed
bodies. A gradual increase in local financial autonomy in several
countries (more own taxes, more general, as opposed to specific,
grants) contrasts with less discretion as regards revenue (business
rates, more specific grants) and increasing control of expenditure
in Britain. On the one hand there is a decline in government
control and an increase in freedom as regards the means of
carrying out statutory obligations; on the other hand an increas-
ing tendency to prescribe management methods (competitive
tendering) and internal organisation. Here attempts may be
observed to improve possibilities of participation in the collective
decision-making process; there the emphasis is on widening the
individual’s choice of services provided from whatever source.
Finally, a number of basic characteristics of British local author-
ities — their size, the ultra vires doctrine and the lack of a political
executive — help to explain their undeservedly low status in
society.

It is no doubt against this background that the failure of the
British government to sign the European Charter of Local Self-
Government must be viewed. This Council of Europe Conven-
tion, which has so far been signed by 17 member states and
ratified by ten, attempts to set out the basic principles which
should be respected by any democratic system of local govern-
ment. Indeed, it is providing inspiration for current reforms of
local government in several countries of Eastern Europe. In order
to take account of the sensitivities of national governments and
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the wide variations in structures across Europe, the charter’s
terms are not excessively detailed and flexibility is permitted
with respect to the undertakings of the contracting parties. The
fact that the United Kingdom has nevertheless not found it
possible to accede to the Charter has caused some sadness and
perplexity in Strasbourg and raises the question whether the
prevailing British conception of local government now diverges
too far from the European norm.
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The central ideas of the book

At the beginning of the twenty-first century powerful forces from within
and outside nation-states challenge many of the established practices and
conventions of local politics. For much of the period since the Second World
War, the nature and purpose of public decision-making could be inferred
from the bundles of economic compacts, bureaucratic routines, party
hierarchies and political traditions that operate mainly at the national
level. The practices and institutions of local politics in Western Europe, the
subject of this book, largely reflected the consolidation of many national
democracies at the end of the nineteenth century. Local organizations, party
systems and institutions became embedded in national political, adminis-
trative and legal frameworks whilst central or state government bodies
managed territorial politics. Even if local politicians and groups pressed
first for democratization, with national institutions following rather than
leading the establishment of representative democracies, in the end nation-
states emerged as the legitimate political organizations. Central govern-
ments became the foci for political debate; they sought to resolve conflicts
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over ideas and resources; and they were the places where political parties
and networks of policy-makers found their apex.

Nationalized forms of politics ensured that the public decisions at the
sub-national level were institutionalized within local public bureaucracies
and political parties, largely because central or state governments created
and legitimated local political institutions. Even though national politicians
and bureaucrats depended on territorial power bases, local politicians
formed close links to and depended on the powerful central government
bureaucracies that evolved and spread in most modern nations. This
book claims that the subordination of local politics was a feature of an
unusual period in European history when a great deal of freedom over
public decisions resided with national parties and representative political
institutions. At the beginning of the twenty-first century, European states
are experiencing the first signs of a more variegated, independent and
experimental form of local politics. The way in which local politicians,
bureaucrats, interest groups and publics operate is in keeping with the
recently emerged internationalized economy and Europeanized polity.
These claims are strong, and the empirical chapters examine the many
counter arguments and qualifications. Even if the book retreats somewhat
from the sweep of these opening pages, it is necessary to state the case
unreservedly so that the later detail does not overwhelm the argument. The
final chapter of the book draws together the evidence in an even-handed
fashion and seeks to understand the nature of these political changes and
appraise their expression across Western Europe.

Normative arguments

The argument about transformation is important because of the potential
contribution of sub-national forms of politics to democratic life. The under-
lying ideas in this book reach back to the classic justification of local self-
government made by J. S. Mill (1861): local democracy offers citizens the
potential to exercise their freedom and to express their local identities
in a manner that is different from and complementary to higher tiers of
government. The idea is that local political institutions can be closer to
citizens than national governments. Locally elected governments offer the
benefits of diversity; provide a supply of public goods that reflect the
preferences of those who live in local jurisdictions; and can ensure that
higher levels of government express a plurality of territorial and functional
interests. Not that local government automatically expresses such political
values in its practices, though it has the potential to do so. Nor are the
consequences of following these values always to be preferred, as many
scholars question whether local government can realistically embody such
principles as liberty (see Sharpe, 1970 for a review of the debate). Moreover,
this book argues that nationalized political systems did not foster the full



FROM LOCAL GOVERNMENT TO LOCAL GOVERNANCE 3

expression of local democratic practice. One aspect was that the closed
institutions of local politics permitted rule by small, elite cabals. These elites
used hierarchically organized local political parties and the legitimacy of
bureaucracies for their protection and freedom to exercise policy choices.
But the current disruption of local politics offers some potential for
democratic renewal. The politicians and bureaucrats in charge of local
government, as a response to the challenges of institutional fragmentation,
internationalization, Europeanization and more populist forms of partici-
pation, have the opportunity to re-discover local government’s contribution
to democracy. The act of re-conceiving local politics in an internationalized
and Europeanized context can spur decision-makers to involve the citizen
more in public affairs and help administrations respond to the communities
they govern. Moreover, the move to a less institutionalized pattern of
decision-making could ensure that political elites incorporate a wider range
of groups and interests than before. The demands of partnerships and larger
policy networks may open up local politics.

The reinvention of local politics has implications for the procedures
and justifications of the institutions of representative democracy. In the
past, the legitimate forms of political participation created a central role for
elected representatives organized into competing groups of political parties;
now other forms of political participation, the delegation of political authority
to micro agencies and the assertion of power of groups that were margin-
alized from the political process suggest alternative mechanisms of political
decision-making than representation. The challenge for local represen-
tatives is to find ways of adapting to the new forms of politics rather than
to replicate the patterns of the past. Whilst there are opportunities for
sub-national political leaders to reinvent their roles, they can also become
marginalized. As elected local government was a key element to the
consolidation of democratic rule in many northern European states, it no
longer has such an automatic and legitimate role when so many citizens
and experts question representative institutions. Local political leaders and
bureaucrats cannot claim that they alone can and should make authoritative
local decisions. Nor is local government able to respond to the challenges
of policy-making as efficiently as it did before.

The comparative approach

The book maps out the transition from local government to governance
across Western European states. The idea is that the magnitude of the
change may be gauged by charting the differences and similarities between
local government systems, since the starting point of the transformation is
the distinctiveness of nationally based local governments. The book assesses
the claim that the form of the transition from government to governance
occurred in highly particular contexts. One such place was Britain in the
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1980s, where the Conservative party in power restructured local govern-
ment, making it respond to the demands of the private sector and replacing
the direct provision of services with quasi-markets. When the focus is on
privatization and limiting the state, governance appears as a feature of the
neo-liberal polity rather than having wider application to democratizing
nations and social-democratic governments. This argument draws on the
idea that the UK or Britain is an exceptional European state, with its North
American influence and non-statist political tradition (Dunleavy, 1989).

There is a weaker and more plausible form of this argument. Northern
European local government systems show more of a tendency toward
governance because locally elected authorities administered large parts of
the welfare state. Reforms of the welfare policies and institutions cause a
series of dramatic changes for local government. New agendas and policies
challenge local professional and bureaucratic monopolies, an argument
which does not seem so applicable to nation-states with more centralized
traditions. This book seeks to counter both the stronger and weaker versions
of the particularist argument by showing that Western European local
political systems have changed in similar ways in response to the economic
and political competition, the Europeanization of public policies, the
explosion of ideas, institutional and management reform and challenges to
representative democracy. Scholars of local politics need to move away
from their preoccupation with fiscal pressures, privatization and welfare
reforms to consider broader forms of local politics and their reformulation.

Guiding the aim to map out the transformation and to apply the compara-
tive method is the idea that there are different forms of institutions
and political practices across Europe, which affect both how effective the
local government systems were, how the emerging local governance system
operates and what normative arguments apply. What aspect of governance
best embodies the unique contribution of the local sphere of action to
democratic life? To explore such themes, the book takes the changing sub-
national political systems of the countries of Western Europe as its focus,
noting the similarities and differences between them and applying the
comparative method to understand how models of local democracy have
evolved.

What is Western Europe?

The nations of Western Europe are a small selection of cases given the large
number of local government systems across the world. It limits discussion
to the economically developed nations. The reason for this choice is that
these countries form a unit for analysis as they are part of a region that is
clearly defined in the south and west by sea borders, even though there is
no accepted view about where Western Europe ends and Central Europe
begins. Western European states share a culture and artistic heritage; they
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have similar political ideals and have experienced the parallel development
of forms of religion; and many have had similar patterns of economic
development. Europe was an entity long before the modern period, having
been the source of migration from the East and where various forms of the
Indo-European language evolved. At various points in history it has had
common government or sources of political authority, such as the Roman
Empire, the Catholic Church or the Holy Roman Empire. Now there is the
expanding European Union (EU). Even during the heyday of nationalism
in the late nineteenth century, the common project of imperial conquest
and military alliances linked many European states together as well as made
them rivals. Alongside these ethnic and political histories are shared
cultural and scientific knowledge that have defined the European space
at various points in time and have assisted its economic and political
supremacy up to the mid-twentieth century. Not that observers should
neglect the diversity both across and within nation-states and the constant
migration flows, particularly from East to West, and then to and from the
rest of the world. But there is enough of a common history to take the local
government systems and their contexts together, especially when monetary
union is strengthening the EU.

The coverage of the book

Whilst Western Europe is the context for the book, it is now hard to define
what itisin the 1990s and 2000s (see Rose, 1996, chapter 1 for a useful review
of the problem). For some comparativists, like Mény and Knapp (1998), the
primary focus remains the mainly developed states of pre-1989 democratic
Europe, which are of similar size, economic development, length of democ-
ratization and extent of the welfare state to maximize the potential inference,
as suggested by ‘the most similar method’ (Przeworski and Teune, 1982).
This selection would include France, Italy, West Germany, the United
Kingdom, Sweden and, since 1975, Spain. With these cases, researchers can
leave as constant many of the crucial determinants of political behaviour
and institutional formation to concentrate on the remaining differences.
The second version, favoured by this book and some authors (for example,
Rhodes et al., 1997), adds some of the smaller states of Western Europe
— Belgium, Denmark, Finland, Greece, Ireland, the Netherlands, Norway,
Portugal and Switzerland. The selection loses some of the similarity and
means that researchers cannot study countries in as much depth as a smaller
group. The choice of Western European states has some attractive properties
— it neatly divides Western Europe into a number of groups of states with
similar features, and facilitates an easy set of comparisons and clear insights
into the effectiveness of these systems.

This book, however, recognizes that the collapse of the Communist
regimes since 1989 created new democracies that imported models of
representative government from the developed world. Their governments,
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parties and interest groups wished to remake the connections to Western
European states that had existed before the 1930s. One of the most important
developments was to apply to become members of pan-European organ-
izations, such as the EU and NATO, and soon there was a queue of new
countries wishing to become members of both. It is likely that the borders
of the EU will extend to Russia and the Ukraine, and that NATO will include
almost all European countries except Russia. Since the division into Eastern
and Western Europe was artificial in the first place, an artefact of conquest
in 1945, the vision of Europe as extending from the Atlantic to the Urals
and beyond means that the current practice of European politics has now
caught up with its history (Davies, 1997). The incorporation of new
democracies into Europe disrupts some of the politics of the old local
government systems and the comparisons that have been made. Whilst
acknowledging their importance, this book does not examine the local
government systems of central Europe. That task awaits the completion of
a research project (Hughes et al., 2002).

The elements of Western European local governments
What is government?

The term government refers to the formal procedures and institutions
societies have created to express their interests, to resolve disputes and
to implement public choices. The idea is that political systems have rules
about political behaviour and mechanisms to protect the rights of minorities
and to ensure that the supply of public and other goods and services reflects
the preferences of citizens. Written constitutions may set in place institu-
tions or they gradually evolve over time as political systems stabilize the
mechanisms through which they make decisions. Different electoral systems,
legislatures, central bureaucracies, judiciaries and local governments
became defining features of Western nation-states. It is not surprising that
traditional political institutions became central topics in the early years
of the study of politics. Experts emerged on institutions, such as electoral
systems and legislatures, who sought to understand the mechanisms of
decision-making.

The claim that government is the central aspect of politics is not
incompatible with the importance of social values, political movements and
the organization of interests. There are two worlds of activity — the political
and the social/economic — that interact with each other. Moreover, the key
claim of political science during the behavioural revolution of the 1960s was
not that social movements and class structures determined the practice
of politics, but that the social movements of the late nineteenth century
became expressed in structured forms of political behaviour, which became
institutionalized over time. Lipset and Rokkan (1967) claimed that the party
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systems of Western European states had been frozen into place through the
operation of electoral systems and the incorporation of the working class
into liberal forms of politics. The secret of effective political institutions is
not the application of abstract norms to political behaviour, but their ability
to incorporate political movements, to stabilize political parties and to
accommodate interest groups into the interests of the state. The standard
texts of public administration and policy-making stressed the stability of
policy-making and the way rules of decision-making privileged certain
interest groups. Mass publics supported the main political institutions and
approved of the policies these bodies produced. Public administration was
largely hierarchical: elected politicians were formally in charge of policy-
making and lines of bureaucracies were organized according to principles
of command and control.

The role of local government in the political system

This book argues that local governments played a key role in the national
pattern of government in Western Europe. Whether elected or nominated,
they emerged at different times and in contrasting contexts as formally
constituted public authorities with a high degree of control over jurisdic-
tionally defined local areas. They were usually governed by nationally
organized parties that ran for office in competitive elections. Local govern-
ments emerged and developed at the same time as the central state consoli-
dated patterns of administration and extended the franchise. Political
parties came to dominate political representation. Their ideas and bases
of support reflected the cleavages at the beginning of the twentieth century,
whether socio-economic, religious or ethnic. Territorial politics and
the freezing of cleavage structures intertwined and reinforced each other
(Rokkan, 1966). With party loyalty came sub-national cleavages and hence
patterns of party control and influence over local government.

Most reformers of local government sought to impose a uniform
system of local administration across a nation-state. Local authorities have
denoted geographic areas for which central governments or parliaments
give them powers, functions and finance to carry out public tasks, either
solely or in partnership with other organizations. Political parties can
compete to run these organizations and formulate public policies, either
alone or in coalition arrangements. The idea is that each territory has an
equivalent allocation of public tasks; no part of the country is exempt from
the provision of public services. Each has equal representation — in theory
at least. Every large urban commune in a country like France would have,
for example, its own mayor who would be formally no different in election
from the leader of the smallest rural unit, though of course every country
varied some of the powers it gave to local authorities, giving special powers
to metropolitan governments and allowing capital city administrations to
tackle strategic issues. In theory all citizens could claim equal protection
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from the laws and could access public resources pertinent to their needs.
The idea is that local particularity had its expression in institutions with
clearly defined tasks, with the notion that local representation counted only
through established forms of interest articulation, such as the national
associations of local government, the lobbying of central government,
political alliances with national politicians and bargaining within political
parties. The nationalization of territorial politics was reinforced by a gradual
de-concentration of public tasks to the field agencies of central government
whose function was to administer the services of national government
directly and to control locally elected local governments either through the
law or by financial sanctions.

The pattern of local government differs. Local governments in northern
European states tended to become institutionalized because they delivered
the services of the welfare state; in other Western European states, such
as France and Italy, central government field services took this responsibility
whereas local governments sought to monopolize political representation
and to gain access to public resources. Even federal systems, such as Germany,
where the powers of the states and local governments are entrenched in
Basic Law, the potential for sub-national diversity was constrained by the
norms of co-operation within the largely vertical policy networks that
characterized the form of federalism that developed (Benz, 1998). In addi-
tion to the constitutional protection for local government, the states become
like national governments, seeking to regulate their local government
systems in line with their traditions.

Whatever the political system, the consequence was similar in the form
of government that emerged: local politicians and chief bureaucrats
were sanctioned by central state institutions to make the main public
decisions in their localities. The price of local subordination to national
politics was the substantial autonomy local politicians and senior bureau-
crats had in allocating resources and/or in accessing central governments.
Western local government systems maintained local autonomy and free-
dom of decision but within a framework of central lines of command and
authority and in amanner that excluded the potential range of participants.
Local government systems were relatively stable because of increasing
central government budgets, the long lives of central government pro-
grammes, relatively stable patterns of voting behaviour that kept local
parties in power and the efficiency by which local demands and interests
were represented and responded to within the nationalized political
systems. Whilst the framework of representation and distribution of power
was firmly in place, local governments could respond to local variation and
experiment with innovative public policies which were often transferred to
higher levels of government.
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De ning governance and identifying its causes

Governance is a flexible pattern of public decision-making based on loose
networks of individuals. The concept conveys the idea that public decisions
rest less within hierarchically organized bureaucracies, but take place more
in long-term relationships between key individuals located in a diverse
set of organizations located at various territorial levels. Whilst policy
networks have been an enduring feature of public administration as
observed in studies of decentralization, they have tended to be long term
and cosy bureaucratic and professional relationships connecting together
central and local agencies as in the UK (for example, Rhodes, 1986, 1988) or
complex intra- and interorganizational networks within organizations of
the state as articulated in French school of organizational sociology (Crozier
and Thoenig, 1975). Governance implies that these networks are more open,
complex and potentially unstable than hitherto and that bargaining and the
building of trust form more of the story of political life than the standard
operating procedures of bureaucracies, the closed nature of party govern-
ment and the hidden power of local elites. In particular, governance
indicates there are stronger and new networks between government and
non-government actors (Stoker, 1998).

Governance does not just seek to describe a more networked form of
politics, it also refers to the capacity of governing systems to co-ordinate
policy and solve public problems in acomplex context (Pierre, 2000). No one
organization or individual commands enough authority to ensure that
certain public choices become authoritative and turn into implemented
policies. In the place of hierarchies of power based on traditional political
institutions are ‘self-organizing, interorganizational networks characterized
by interdependence, recourse exchange, rules of the game and significant
autonomy from the state’ (Rhodes, 1997: 15; emphasis in original).
Governance involves non-state solutions to the collective action problem:
‘governance can be broadly defined as a concern with governing, achieving
collective action in the realm of public affairs, in conditions where it is not
possible to recourse to the authority of the state’ (Stoker, 2000: 3). Moreover,
modern policy-making needs to respond to the perceived failure of many
long-running programmes, such the management of welfare and urban
policy. Their solution requires a rethink about how the state ‘steers’ society
(Mayntz, 1993).

The causes of governance
There are a number of interlocked changes leading to governance.
The internationalization of economies The globalization or internationalization

of economies has led to far-reaching changes in political life and is one of
the key underlying factors behind the transition from local government to
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governance (Andrew and Goldsmith, 1998). The central idea, conveyed in
the vast literature (for example, Baylis and Smith, 1997; Holton, 1998), is
that many economic organizations, which were previously dependent on
the nation-state to monopolize markets, have disassociated themselves from
national boundaries and political control. They compete in a global market
much more than hitherto. Since the 1970s multinational companies have
become more powerful, capital markets have internationalized, the rate of
information transfer has increased, cultures interact globally and political
choices alter. The term globalization suggests that competition in world
markets and the rapid speed of economic transactions affect almost all
aspects of economic organization and political regulation. Businesses pick
and choose locations according to the global calculation of advantage; in
response, political leaders of whatever party label follow policies to please
the market. The term internationalization (Hirst and Thompson, 1999)
implies that there has been a more gradual shift to an international market
and the choices remain open to national politicians to follow independent
policies. Whatever the preferred term, researchers are sensitive to the
complexity of the phenomenon and how it affects politics. For example,
Garrett (1998) shows how social welfare parties and labour institutions are
capable of implementing preferred policies in the context of the global
economy. One clear consequence of the international market at the local
level is the increased competition between cities and between different
groups of cities, such as world cities (Sassen, 1991). The implication is that
localities need to tailor their policies to those that help them beat their global
competitors. Baldersheim (2000), for example, shows that Scandinavian
municipalities adopt competition minded policies to varying degrees.

Yet Clarke and Gaile (1998) find that city decision-makers do not lose
their capacity to produce policies designed to improve social welfare in
global economic markets. They can still formulate imaginative social
policies and have much freedom to act. Globalization does not mean that
elites carry on as before, but that local leaders build alliances with
businesses; think of new local solutions to policy problems, behave like
entrepreneurs, abandon long held political shibboleths and link to higher-
level organizations to acquire resources. As a consequence of global
pressures, many writers refer to a ‘new localism’ (Goetz and Clarke, 1993),
which is the inclination of local leaders to re-activate policy-making in
response to global forces. By re-emphasizing responses that are particular
to a place, local leaders can help their economies compete.

Competition does not mean that localities have to behave or be the
same as each other. As Teune argues, ‘Territory matters, even after . . . the
near encapsulation of the entire world into a single trading system’ (1995:
14). Cities in Western Europe have long traditions of social-democratic
rule and civic cultures that equip them with resources to respond to the
competition and maintain democratic control over public policy-making
(Castells, 1994). Elites in continental Europe have a long-term commitment
to the vitality of their core urban areas (McKay, 1996). At the same time as
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localities re-position themselves, state politicians and bureaucrats also
rethink their strategies. They are still powerful actors, but they do not have
such amonopoly of power as they did in the modern age: they have to build
alliances, think creatively and generate governing capacity in a similar way
to city and local governments. Local governments can take up some of the
space left by the retreat of the state from direct economic management,
planning and welfare, and negotiate with non-governmental and supra-
national actors. As Le Galeés and Harding argue (1998), globalization creates
opportunities and constraints for local political leaders and their coalitions.
The new localism is not universal, as some local economies decline whilst
others regenerate. The result of the transfer from local government to local
governance, in the context of a global economy, is the greater unpredictably
and contingency of political life. As Sellers (2001) finds in his comparison
of cities in France, Germany and the United State of America, city policy
outputs and outcomes vary as much within countries as between them.
The implication of globalization for the study of comparative local politics
is that the old divisions across Western Europe do not resemble the
straightforward classifications of the past.

Greater demand for the private sector to be involved in public decisions The
involvement of business gives a new direction to public decision-making
and can circumvent the traditional mechanisms of representative democ-
racy. The participation of private companies in local politics is nothing new,
as thirty years of critical urban research can attest (for example, Castells,
1977, 1978; Saunders, 1980). However, the interests of both business
and local politicians have changed in both degree and quality. In an era
of greater economic competition, businesses find they need to secure
the competitiveness of their environment, which is affected by issues on the
political agenda, such as the efficiency of transport links and the quality
of the labour force. They need to engage with policy-makers to operate
effectively in a more cut-throat and changeable national and international
market. Local municipal leaders in the 1980s became more interested in
dealing with private business because they realized that economic
development policies that just relied on state investment and local planning
often did not work and that the active involvement of private sector leaders
in politics can unlock the economic development potential of cities
(Parkinson et al., 1992).

Europeanization of public policies The states of the EU are unique. They have
ceded some of their sovereignty to a supranational body. They are bound
by the decisions of the EU, which has a law-making capability. Even though
nations are the key decision-makers, Europe-wide policies initiated by
the European Commission and the European Parliament affect all citizens,
organizations and political institutions. European legislation and funding
regimes impact upon local governments. As many have commented (for
example, Goldsmith, 1993; John, 1994b), Europeanization occurs because
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local authorities and other organizations become aware of the importance of
EU policies and funding opportunities. They seek to influence EU decision-
makers to the advantage of their areas; and they try to ensure the receipt of
collective benefits. Europeanization involves searching for European
information, participating in European-wide policy and information net-
works, lobbying, setting up an office in Brussels and adjusting policies at the
local level. These activities reinforce the trend to governance because they
foster new or stronger partnerships across local organizations. In time,
stronger vertical networks emerge, followed by the rapid transfer of solutions
to public problems between the supranational and the local levels.

New policy challenges As indicated by Mayntz (1993), the context within
which local government makes policy has changed dramatically, partly
because of the internationalized economy, but also due to social and
physical changes, such as high levels of migration, the degrading of the
environment and the ageing of the population, which directly affect local
public bodies as regulators and providers of welfare services. Andrew and
Goldsmith argue that the changeable contexts place ‘a premium on govern-
ments (both local and national) to be flexible, innovative, and adaptive, to
‘reinvent’ themselves, or to move away from (local) government towards
(local) governance’ (1998: 105). Policy challenges also increase the com-
plexity of the decision-making networks because holistic solutions require
many sorts of agencies to be involved, both across the functions of public
regulation and the various levels of government. The complexity of the
problems and the growing criticisms citizens have of central governments
create an incentive to find solutions to public problems. Moreover, central
state bureaucrats and politicians take more of an interest in local policy
problems than they did before, such as the standards of education, the co-
ordination of public and private transport and the level of primary health
care. Public sector professionals are no longer as able to contain issues
within closed policy-making communities. Central policy-makers focus on
the delivery of services and seek to respond to consumer pressures. New
policies emerge because of the greater awareness and activity of interest
groups and mass publics; they also derive from economic competition.
For example, education has become more of an economic issue because
of the need to train workers for new industries. Also, the willingness of
municipalities to consider new policies derives from their investment in
international networks of decision-makers (Baldersheim, 2000). Ironically,
policy challenges create tensions within the state. Just as the state dis-
engages from traditional policy concerns, such as regional planning, it
reinvents new areas of intervention. Rather than the new politics being
about the retreat of the central state, it reinvents its role, just like its local
counterpart. It becomes weaker in some respects, such as over national
planning, but strengthens its capacity to intervene in the micro-economy
through, for example, creating central organizations that compete with the
existing organizations of local government.
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Shifts in political participation Local politics, in part, builds up from citizens’
views, voting behaviour and the activities of interest groups and political
parties. Citizens in many Western democracies have become more dis-
satisfied with the outputs of government since the 1970s. They are also more
cynical about politicians, less willing to vote in local elections, more willing
to take part in unconventional forms of political behaviour, more active in
associations and interest groups and less interested in traditional political
parties (Norris, 1999). The bedrock that underlay local political systems has
shifted. Policies no longer have such a high level of legitimacy, parties
cannot rely so much on a corpus of supporters to vote them into office and
new interest groups challenge local administrations. Local politicians and
bureaucrats face declining effectiveness and legitimacy if they continue
with tried and tested methods of determining local policies. They need to
find alternative ways of governing, such as building links with new interest
groups and involving citizens outside the representative process.

The move to the post-bureaucratic state Many of the changes that drive the
move from government to governance, such as transnational economy
from the international, are external to local state organizations. More
internal to local government is the revolution in public management that
has spread across Europe. What is called managerialism (Pollitt, 1993) or the
New Public Management (NPM) (Hood, 1995) is a contradictory set of ideas
about how best to organize the administration of public services, which
transfers across the world in diverse ways. NPM has a number of varying
elements. The firstis the reassertion of hierarchical procedures —what some
authors (Pollitt, 1993) describe as neo-Taylorism —which advocates the clear
measurement of the outputs of government, the creation of a split between
the setting of objectives and the means to achieving them and techniques
to improve performance. Hand in hand with the apparent centralization
of management, but essential for the implementation of more precise
policy objectives, is the decentralization of functions and administration to
micro agencies or decentralized units within public organizations whose
objectives are clearly stated, measured and enforced by higher levels of
government or regulators. The consequence is the breakdown of older
notions of hierarchy and the introduction of less visible lines of control.
Other aspects of NPM are a series of administrative mechanisms designed
to improve efficiency: the quasi-markets that make micro agencies compete
for resources, new budgeting systems, the contracting out of services to
the private sector and management organizations, performance related pay
and new techniques for financing public services. These ideas partly transfer
from country to country, but are also propelled by policy challenges,
economic competition and fiscal pressures. NPM complements the other
changes occurring to local government. The break-up of organizations puts
a greater premium on informal internal networks that may complement
those operating between organizations. Similarly, the creation of micro
agencies further multiplies the number of interorganizational networks.



14 LOCAL GOVERNANCE IN WESTERN EUROPE

The contracting out of services can involve private interests in local policy-
making. Most of all, the greater complexity of policy-making in a fragmented
institutional context, the restructuring of decision-making systems, the loss
of direct control by policy-makers over the implementation of their policies
means that the internal life of organizations becomes more unstable at the
same time as their external environment becomes more uncertain.

The local context

No state can escape these pressures for change. Their intensity, however,
varies according to place and context. Given that governance involves the
replacement of uniformity by variation, it would be puzzling if it was always
driven by the same set of processes. The private sector may be involved in
public decisions to a greater or lesser extent, depending on the strength of
the local economy, the political colour of local business organizations and the
willingness of central and local governments to set up public—private
partnerships. Internationalization has varying impacts. Some countries, such
as Britain, are highly sensitive to changes in the international economy,
whereas others, such as Germany, have stronger nationally owned economic
bases. Similarly, localities are exposed to the global economy in different
ways depending on the extent they trade outside the nation-state and the
type of commercial activities that predominate elsewhere. A locality that
makes manufactured goods for export will be affected more than an
agricultural centre with a local market. Similarly places with new industries,
such as telecommunications, may be poised to benefit. Localities may be
differentially exposed to migration and the diffusion of international
cultures, for example. Localities vary in the extent to which they are affected
by EU policies and initiatives. States differ in the way they respond to new
policy challenges because of the permeability of their bureaucracies, the
degree of media and public pressure and the extent to which the political
executive can push through major changes in policy. Levels of participation,
such as turnout in elections and the role of voluntary organizations, vary
across Western Europe. The impact of NPM differs according to the
willingness of bureaucracies to respond to these ideas and to fiscal
pressures. Later chapters examine the extent to which these trends deviate
and assess their implications for the emergence of local governance, whilst
not accepting the argument that they differ so much that local governance
becomes just a blanket term covering causes and trends which are so
different that categorizing them as one makes no sense.

Governance and an ideal type

Given these pressures for change, it is possible to map out the end-state of
governance as an ideal type. A benchmark for the identification of the
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phenomenon in different countries makes it possible to conclude that there
has been a move from local government to local governance rather than
just adaptations of local government systems. There are four elements to the
change, each with two parts, which are manifestations of the causes
identified above.

(A)
1

(B)
3

(©)
5

INSTITUTIONAL REFORM

Institutional multiplication is about the creation of new levels of elected
sub-national government and special-purpose local, regional and
central agencies. Governance implies institutional proliferation and a
blurring of the clarity between the public and the private sectors as
state and sub-state decision-makers seek to respond more effectively to
public problems (Stoker, 1998).

Institutional restructuring is a result of the adoption of NPM ideas
and/or the move to decentralize power of the central state. It involves
privatization, contracting out, the creation of micro delivery agencies
and the introduction of new budgeting systems.

NEW NETWORKS

Stronger horizontal networks. With the greater institutional complexity at
the local level and the stronger presence of the private sector, new
policy networks can form to create links that build trust and increase
governing capacity. Some localities may form strong, long-term coali-
tions between the public and the private sectors, what North American
analysts call regimes (see Stone, 1989 and Chapter 3).

New cross-national networks. The implication of the reform of the nation-
state in the face of globalization and the growth in the power of the EU,
is that local authorities have stronger cross-national links to access
resources and to influence policy.

NEW POLICY INITIATIVES

Local innovation and capacity building. As regimes form, bureaucracies
fragment and new actors enter the decision-making process. Decision-
makers require solutions to the public problems that arise from the
greater competition for public and private resources between local
areas. There is more opportunity for local innovation in sectors where
the state has retreated or does not take so much of an interest as before,
such as local and regional planning. The Europeanization of public
policies allows for the easy transfer of ideas from one country to another
and across levels of government.

Revived central initiatives. It may be thought that the retreat of the state
means that it becomes a less important actor in local politics. The
decentralization of power, however, does not necessarily follow. Whilst
the state may not be able to pursue the same strategies as it did between
the 1950s and the 1970s, it can develop other measures to achieve its
ends. One area is the micro management of the economy, especially
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supply-side initiatives, such as improving the efficiency of labour
markets. These policies may involve highly targeted and centralizing
instruments, such as special funding programmes or new layers of
bureaucracy. The state reinvents its role in some policy sectors rather
than retreats; it becomes an actor and more prominent partner in the
networks. State restructuring affects the balance of power (Pickvance
and Preteceille, 1991), but not in obvious ways.

(D) RESPONSES TO DILEMMAS OF CO-ORDINATION AND

7

ACCOUNTABILITY

The search for new mechanisms of control and accountability. A and B imply
more complexity of policy-making, which means it is harder for elected
representatives to control public decisions and for interest groups and
publics to hold office holders to account. Broader networks diffuse the
lines of command and control so that it is not so easy to know who
makes decisions. Local government, for all its defects, made it easy for
the citizen to identify who the decision-makers were. The lack of clarity
of governance puts a strain on the democratic system which cannot
rubber stamp and legitimate policies so straightforwardly as before. To
counter the failings of representative democracy, leaders of political
institutions seek new ways of involving citizens and legitimating public
policies. Citizens may become more active and express their discontent
in novel ways, which in turn stimulates politicians to consider the
effectiveness of the mechanisms of democratic accountability.

More prominent forms of executive leadership. The complexity of public
policy, the fragmentation of institutions and the growth of decision-
making networks precipitate a crisis of political leadership. On the one
hand, pressures to decentralize and to include new actors and groups
become manifest; on the other hand, elites and masses demand leaders
who can pull the shifting framework of local decision-making together,
act as entrepreneurs in the highly competitive environment and be the
people whom the public can identify as responsible for decisions
affecting local areas. Paradoxically, just as the institutionalized pattern
of decision-making falls apart, the office of leadership strengthens to fill
the vacuum. The move to governance implies reforms of the executive
structure to enhance the independence and authority of political
leaders. Even systems with strong leaders adopt reforms that redefine
the conditions of office and relieve some of its burdens.

These four categories link in a sequence. Institutional reform may come
about from a variety of factors, such as the demand for privatization.
Networks follow from institutional reforms. Solutions to public problems
are needed, partly because of the new institutional environment as well as
from the changed economy. New patterns of leadership and participation
help manage complex networks and assist the implementation of policy.
These elements to governance link together and reinforce each other. Whilst
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none of the features in themselves constitute a new form of governing, when
taken together they interact to shift local political systems away from the
institutionalized pattern of the past.

To make the form of transition more readily identifiable, Table 1.1 show
the four dimensions of change from local government to local governance.
When contrasted is this way, each system of governing has its reinforcing
logic.

TABLE 1.1 Local government and governance contrasted

Government Governance
1 Number of institutions Few Many
2 Bureaucratic structure Hierarchical Decentred
Consolidated Fragmented
3 Horizontal networks Closed Extensive
4 International networks Minimal Extensive
5 Democratic linkage Representative Representative + new
experiments
6 Policies Routinized Innovative
Learning
7 Central government Direct control Decentralizes + micro

intervention

8 Leadership Collegial/clientelist Mayoral/charismatic

The categories are broad brush and have different expressions in each
place. Some countries already have strong leaders, so the change cannot
be from collegial to mayoral forms of government. But the argument implies
that even strong mayoral leadership changes in response to similar pres-
sures and contexts. Moreover, the figure is a guide to understand change
rather than a blueprint. The other reason to be cautious is that local govern-
ance does not replace the institutions of local government because much
of the institutional framework of local government remains: similar laws
and sources of revenue, competitive political parties and the power of
senior bureaucrats. Moreover, the institutions remain embedded in exist-
ing local political cultures. The difference is that these institutions have
been reformed, interact with a large number of organizations and have to
respond to new problems. Local governance changes how traditional
institutions work because they operate in a more protean environment.

Alternative scenarios

The extent to which new practices and organizations supersede the old
ones remains to be ascertained. That is the task of the rest of the book.
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Theoretically, all Western European local government systems could be
recast anew. If that were the case, the emergence of local governance would
lead to the convergence of local political practice across Europe. Instead of
institutionalized forms of local politics, locked into nationalized patterns
of administration and regulation and reinforced by persistent local political
cultures, there would be a multiplicity of networks and informal patterns
of government that do not depend on organizational routines and traditions
and adapt existing patterns of regulation to solve local public problems.
Such a form of local governance is probably not a realistic form of politics.
In part, political life is routinized and processed by existing institutional
routines and regulative frameworks that continue over time. National
policy-makers are locked in by history, what some writers on national
politics call ‘path dependence’ (Coleman and Grant, 1998; Goldstone, 1998;
Pierson 2000), something that has its counterpart at the local level (Woodlief,
1998). The division of powers within a state continues to influence policy-
making as do standard operating procedures and political cultures. The
most plausible scenario is that locally elected politicians and bureaucrats
remain as the key local decision-makers, but they adapt to the framework
of governing. The trends toward local governance could make so little
difference to the existing patterns of local government, that the new
approach would be misplaced. But it is more likely that economic pressures
and reform ideas disrupt local government systems and make them adapt
in similar ways across Western Europe even though they retain much of
their distinctiveness. A weaker account of the evolution of local govern-
ment to local governance would recognize that families of local government
systems are distinct, but would suggest they present a less striking contrast
than before. Thus much remains for later chapters to assess and discuss.

Complementary perspectives

There are other ways to understand recent changes to local politics and
policy-making than within the framework of government to governance.
These perspectives seek to add more theory to the explanation of institu-
tional change; they link the account to models of human action and the
operation of modern economies and societies; and they use a wider litera-
ture than in the internationalization, policy transfer and public management
readings this chapter discusses. As many urban and local researchers use
these perspectives in their accounts of the politics of cities and regions they
will seek to find them in a book of this kind. So it is important to consider
and evaluate the contribution of regulation theory, the new political culture
and rational choice theory to the changes to local politics. This book argues
that researchers do not need the added clutter and problems of these
perspectives to understand the transition. The treatment of governance as
adependent variable influenced by a range of exogenous factors that differ
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from place to place has the virtue of simplicity. None the less, all three
perspectives appear in parts of the discussion of the following chapters,
suggesting that they offer insights and additional explanatory power if not
an all-encompassing framework.

Fordism to post-Fordism

Similar terms to government and governance are Fordism and post-
Fordism, which are concepts in regulation theory (see Aglietta, 1979; Amin,
1994; Boyer, 1990). Fordism is the appropriate form of political regulation
for the period of mass production and consumption in market economies
in the twentieth century. The predominant form of enterprise is large fac-
tories specialized through the division of labour, uniform products and
large undifferentiated markets. The political form that regulates Fordism
replicates its organizational and legal framework. After a crisis, the post-
Fordist economy replaces the Fordist one. Smaller more specialized and
high-technology enterprises become more important; markets become
more specialized; line hierarchies are no longer so appropriate; and labour
markets become more flexible. As with Fordism, the state both regulates and
constitutes the change by managing the costs of transition, providing direct
support and changing its organization form and legal framework to manage
the economy more effectively.

Researchers apply regulation theory to local politics (Hoggett, 1987;
Painter, 1991, Stoker, 1990; Stoker and Mossberger, 1995). Fordist regulation
involves large line bureaucracies in local government organizations and
uniform ways to regulate the private sphere, such as rigid planning
guidelines. The bureaucratic structure of local authorities fragments in the
post-Fordist era because of management reforms and the contracting out of
services. The procedures for the regulation of the private sphere become
more flexible. In part, state structures reflect changes that have been
happening in the economy; they also regulate it by adapting social policies
to assist the more flexible and specialized markets. Such a transition
resembles the move from local government to governance and appears to
give it a theoretical basis. So why not adopt regulation theory as an over-
arching framework for the study of comparative local governance? There
are two objections. The first is that academics from contrasting perspectives
contest its theoretical foundations and supporting evidence. Nothing about
it is certain. Did Fordism ever exist? Does Fordism need regulation? Was
there acrisis? Is there such a thing as post-Fordism? These questions are just
a few that critics pose. There are even more problems applying the theory
to local government (see Painter, 1995 for a critical review). In contrast, the
terms local government and local governance carry little intellectual
baggage and are useful descriptions of states of governing. Researchers
can analyse local politics without the risks of adopting regulation theory.
The second reason not to use regulation theory is that it refers mainly to the
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reforms of northern local government systems of Western Europe, with
their large bureaucracies, rather than to reforms applied in the south. It is
possible to consider the reforms of the central state and decentralization
experiments as post-Fordist, such as in France (Clark, 1997), but such an
approach deviates from the core interest in the regulatory role and shape
of the state. Instead, the term local governance is better able to capture
similar and different changes across a variety of political systems.

The new political culture

Clark and his associates use the term the new political culture to describe
the rapid changes in local politics across the world (for example, Clark and
Rempel, 1997; Clark and Hoffman-Martinot, 1998). This term refers to the
breakdown of class politics, the reaction against hierarchies, the decline of
parties and the rejection of the classic division of left and right in politics.
Researchers attach the term post-materialism to the rise of new social
issues. Clark and Inglehart (1998) present much data, some from the Fiscal
Austerity and Urban Innovation (FAUI) programme of surveys of attitudes
of mayors, bureaucrats and councillors across the world, to show changes
in the views of citizens and elites. They also report case studies of local
political change. They argue that these profound social changes have had
an impact on the attitudes and behaviour of elites, particularly the political
leaders who no longer advocate traditional social democratic policies. The
new political culture has redirected local policy outputs toward populist
measures concerned to reduce taxes and advance liberal policies on new
issues such as the environment.

There are similarities between the old/new political culture and the
government/governance dichotomies. The stress on the changes in political
participation is one link. The presence of critical citizens as a cause of the
crisis of old bureaucratic and representational structures is another. Further
common features are the emergence of new interest groups and the decline
of clientelism. A further connection is the observation that there are new
forms of public policy. Clark shows how political leaders grapple with
public issues. Both governance and the new political culture approaches
stress the moderation of traditional social democratic goals and the
emergence of market-led policies. Indeed, it would be surprising if a cross-
national account of change in local politics did not come up with some
aspects of the move to local governance, even if the main focus of FAUI is
culture rather than institutions.

The reason for not adopting the new political culture as a framework for
this book is because it focuses on sociological rather than institutional
change. The governance perspective takes institutional processes and how
they reform as its foci. Such a decision does not deny the importance of the
changes Clark and his associates highlight, but political scientists and public
policy scholars prefer to examine the reformulation of institutions and
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public programmes before the social context, rather than the other way
round. The other reason to be cautious about the new political culture is
because there may not be as great a shift in political attitudes and behaviour
as the advocates suggest. These changes are seismically slow. Moreover,
political sociologists debate about the extent of the decline of class politics
and its effects on the political process, with some authors detecting trendless
fluctuation whilst others insisting on the erosion of class politics (see the
debate in Heath et al., 1991). The jury is, in effect, still out. Whilst the
perspective of the new political culture is useful as context for the changes,
the change from government to governance does not need extra sociological
theory and evidence to map local political change.

Rational choice theory

Rational choice theory applies to any political context, and comparative
local politics is no exception. The parsimony of the assumption of self-
interest and the rigour of formal models of relationships create hypotheses
that are capable of being falsified. Rational choice theory can offer expla-
nations of changes in local politics, offering hypotheses ready for testing in
local politics, such as the competition of local governments for populations
and resources (for example John et al., 1995; Tiebout, 1956), the behaviour
of sub-national coalitions (Downs, 1998), collective action problems in
metropolises (for example Dowding et al., 1999) and budgeting choices
(Biggs and Dunleavy, 1995). Its main contribution to comparative local
governance is the conception of public goods and their impact on the
division of powers in the modern state as captured in the literature on fiscal
federalism (King, 1984; Oates, 1972). The argument is that public goods may
be allocated to different levels of government to promote efficiency. Some
goods apply at the central level, but the consumers may increase their utility
if decisions about the administration of a public good are located at the state
or local level. The implication of such arguments and their application in
a wider literature (see Bailey, 1999: 1, 18-24) is that there should be a clear
constitutional division of powers that allows boundaries to be drawn that
reflect consumer preferences. But a quick examination of the highly varied
distribution of public functions to levels of government across Western
Europe shows that fiscal federalism does not represent the state of play (see
Table 2.2). Traditions, political struggles and the effects of reform move-
ments seem to explain the distribution of powers across governments rather
than a theory of public goods.

However, rational choice accounts of public goods do not disappear
with such a peremptory dismissal. When examined closely, the functions
of government are highly complex. Some are local public goods whilst
others are private ones (Dowding and John, 1990). There are spillovers of
effects between tiers of government. Some apparently national-level goods
have the potential for local choice, and local public goods need national
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1. Introduction

The issue of the relationship between private property and common property has
engaged both legal and economic scholars in a long series of controversies over the
meaning, the sequence of development, and the superiority of private vs. common
property. The issues debated relate to the efficiency, equity and sustainability of
private property as contrasted to common property. The scholarship in both
professions has been characterized by formulations that are adopted by each
generation of scholars without much effort to examine their foundations or to test
them by empirical research. Both have their doctrinal aspects. And, the dominant
view in both disciplines has been that private property is clearly superior to common
property. Many scholars think of contemporary examples of common property as
remnants of the past, likely to disappear during the twenty-first century (see Atran
1993). Recent research, however, has challenged the presumption that private

property is necessarily superior to common property.

2. The legal debate over private vs. common property

Prior to the publication in 1861 of Ancient Law by the distinguished English jurist,
Henry Sumner Maine, the accepted view among Western jurists was that the origin of
the concept of property in ancient times was the occupation of land by a single
proprietor and his family (Grossi 1981). Further, the superiority of individual property
holdings was so well accepted in the legal literature of the early nineteenth century
that the possibility of other forms of property existing on the European continent
threatened juridical views about the origins of social order. Maine drew not only on
his own extensive research in India but also on the work of Georg Ludwig von

Maurer (1854, 1856) on the primitive Germanic village communities, the Mark, and
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of the pioneering work of William Blackstone (1766). Maine concluded that: it is
more than likely that joint ownership, and not separate ownership, is the really archaic
institution, and that the forms of property that will afford us instruction will be those
that are associated with the rights of families and of groups of kindred ([1861] 1963,
p. 252). This set off a flurry of publications challenging and supporting his conclusion
(see extensive bibliographic citations in Grossi 1981). The great debate had much
more than academic importance, as major political struggles continued throughout the
nineteenth century over the status of the many remaining forms of common property
on the European continent. A legal and political belief system that saw the origin of
property itself in the efforts of individual proprietors to occupy land gave the landed
proprietor a special role in society. These beliefs helped to justify the passage of
legislation to eliminate collective landholding rights and to authorize enclosures and
the takeover of communal properties by individual proprietors.

The meaning of private property in comparison to common property remains a
contested issue in modern legal scholarship. Ellickson, Rose, and Ackerman (1995),
for example, start their recent textbook on property law with a first chapter devoted to

The Debate over Private Property . The second chapter addresses The Problem of
the Commons . In the latter chapter, they include parts of the famous article by Hardin
(1968) on The Tragedy of the Commons , but then ask students the following
questions: Private property is often said to avert the tragedy of the commons. But
does it? Who enforces property limitations? Does another kind of commons
problem lurk in the organization and maintenance of a property regime? (Ellickson,
Rose, and Ackerman 1995, p. 141). In an earlier volume, Rose (1994, p. 37) points to

the kicker in a sharp distinction between private and common property when she



stresses that a private-property regime as a system has the same structure as a

common property (see also Epstein 1979, 1994, 2002).

3. The economic debate over private vs. common property

Economists tend to view common-property institutions as having a longer history than
private-property institutions and to explain the growth of modern, Western societies in
part as the result of changing from common property to private property (North and
Thomas 1976; North, Anderson, and Hill 1983). Private property is considered by
most economists to be an essential ingredient in economic development due to the
incentives associated with diverse kinds of property relationships (see, for example,
Welch 1983). A farmer who owns his own labor, land and other factor inputs, for
example, is likely to see a direct relationship between investments and the level of
benefit achieved over the long term. A farmer who belongs to an agricultural
production cooperative, on the other hand, may see only a loose connection between
personal contributions and benefits. The more individuals in a society whose work is
only loosely connected to their benefits, the more pervasive an attitude of free riding
can become. If everyone tends to free ride on the work of others, overall economic
productivity will be low.

Private-property rights, however, cannot simply emerge spontaneously from a
common-property system. Private-property rights depend upon the existence and
enforcement of a set of rules that define who has a right to undertake which activities
on their own initiative and how the returns from that activity will be allocated (V.
Ostrom 2008). In other words, rules and rulers are required to establish, monitor and
enforce a property system. While some rules generate incentives that greatly increase

the welfare of most participants in an economy, there are always individuals who



resist changes because of benefits they receive from a prior system or propose
changes that particularly benefit themselves. Rulers may also receive substantial
returns from making rules that benefit some to the detriment of others. Thus, rent-
seeking behavior is expected on the part of both entrepreneurs and rulers.
Common-property regimes are, therefore, presumed by many economists to be
inefficient due to three problems. One is rent dissipation, because no one owns the
products of a resource until they are captured, and everyone engages in an
unproductive race to capture these products before others do (Knight 1924; Gordon
1954; Scott 1955; Schaefer 1957; Cheung 1970; C. Clark 1976, 1980; Dasgupta and
Heal 1979). The second is the high transaction and enforcement costs expected if
communal owners were to try to devise rules to reduce the externalities of their
mutual overuse (Demsetz 1967; Coase 1960). The third is low productivity, because
no one has an incentive to work hard in order to increase their private returns (North
1990). Common-property regimes are presumably retained by rulers who do not
understand the enhancement in overall economic welfare that will result from a
change to private property or who are supported by those who benefit from these
archaic regimes. A common policy prescription is articulated by R. Smith (1981, p.
467) when he stated that the only way to avoid the tragedy of the commons in natural
resources and wildlife is to end the common-property system by creating a system of

private property rights .

4. Confusions that generate misunderstanding
The debate about the relative merits of private and common property has been
clouded by a troika of confusions that hinder scholarly communication. Different

meanings are assigned to terms without clarifying how multiple aspects relate to one



another. The source of confusion relates to the differences between (1) common-
property and open-access regimes, (2) common-pool resources and common-property
regimes, and (3) a resource system and the flow of resource units. All three sources of
confusion reduce clarity in assigning meaning to terms and retard theoretical and

empirical progress.

The confusion between common-property and open-access regimes
In a now classic article, Ciriacy-Wantrup and Bishop (1975) clearly demarked the
difference between property regimes that are open access, where no one has the legal

right to exclude anyone from using a resource, from common property, where the

members of a clearly demarked group have a legal right to exclude nonmembers of
that group from using a resource (see also Bromley 1991). Open-access regimes (res
nullius) including the classic cases of the open seas and the atmosphere have long
been considered in legal doctrine as involving no limits on who is authorized to use a
resource. If anyone can use a resource, no one has an incentive to conserve their use
or to invest in improvements. If such a resource generates highly valued products,
then one can expect that the lack of rules regarding authorized use will lead to misuse
and overconsumption. Some local grazing areas, inshore fisheries and forests are
effectively open-access resources, but many fewer than presumed in the literature.
Some open-access regimes lack effective rules defining property rights by
default (Dales 1968). Either the resources affected by these open-access regimes are
not contained within a nation-state or no entity has successfully laid claim to
legitimate ownership. Other open-access regimes are the consequence of conscious
public policies to guarantee the access of all citizens to the use of a resource within a

political jurisdiction. The concept of jus publicum applies to their formal status, but



effectively these resources are open access. The state governments of Oregon and
Washington intervened in the early twentieth century to prevent local salmon
fishermen from devising rules that would have limited entry and established
harvesting limits (Higgs 1996). Fishing unions along the US coastal areas tried to
organize inshore fisheries so as to limit entry and establish harvesting limits during
the 1950s. Even though their efforts could not have had a serious impact on prices due
to the presence of an active international market for fish, the fishing unions were
prosecuted by the US Department of Justice and found in violation of the Sherman
Antitrust Act (Johnson and Libecap 1982). Thus, US inshore fisheries have
effectively been open-access resources during much of the twentieth century as a
result of governmental action to prevent local fishing groups from establishing forms
of common-property regimes within those political jurisdictions. In more recent times,
however, both the national and state governments have reversed their prior stands and
have actively sought ways of creating forms of co-management in inshore fisheries
(see Pinkerton 1989, 1994; Acheson 2003; Wilson, Yan, and Wilson 2007).

A third type of open-access regime results from the ineffective exclusion of
nonowners by the entity assigned formal rights of ownership. In many developing
countries, the earlier confusion between open-access and common-property regimes
paradoxically led to an increase in the number and extent of local resources that are
effectively open access. Common-property regimes controlling access and harvesting
from local streams, forests, grazing areas, and inshore fisheries had evolved over long
periods of time in all parts of the world, but were rarely given formal status in the
legal codes of newly independent countries (Wiersma 2005).

As concern for the protection of natural resources mounted during the 1960s,

many developing countries nationalized all land and water resources that had not yet



been recorded as private property. The institutional arrangements that local users had
devised to limit entry and use lost their legal standing, but the national governments
lacked monetary resources and personnel to monitor the use of these resources
effectively. Thus, resources that had been under a de facto common-property regime
enforced by local users were converted to a de jure government-property regime, but
reverted to a de facto open-access regime. When resources that were previously
controlled by local participants have been nationalized, state control has usually
proved to be less effective and efficient than control by those directly affected, if not
disastrous in its consequences (Curtis 1991; Hilton 1992; Panayotou and Ashton
1992; Ascher 1995). The harmful effects of nationalizing forests that had earlier been
governed by local user groups have been well documented for Thailand (Feeny 1988),
Niger (Thomson 1977; Thomson, Feeny, and Oakerson 1992), Nepal (Arnold and
Campbell 1986; Messerschmidt 1986), and India (Gadgil and lyer 1989; Jodha 1990).
Similar results have occurred in regard to inshore fisheries taken over by state or
national agencies from local control by the inshore fishermen themselves (Cordell and

McKean 1992; Cruz 1986; Dasgupta 1982; Higgs 1996; Pinkerton 1989).

The confusion between a resource system and a property regime

The problems resulting from confusing open-access regimes with common-property
regimes are particularly difficult to overcome due to a second terminological problem.
The term common-property resource is frequently used to describe a type of
economic good that is better referred to asa common-pool resource . All common-
pool resources share two attributes of importance for economic activities: (1) it is
costly to exclude individuals from using the good either through physical barriers or

legal instruments and (2) the benefits consumed by one individual subtract from the



benefits available to others (V. Ostrom and E. Ostrom 1977b; E. Ostrom, Gardner,
and Walker 1994). Recognizing a class of goods that shares these two attributes
enables scholars to identify the core theoretical problems facing individuals whenever
more than one individual or group utilizes such resources for an extended period of
time. Using property in the term used to refer to a type of good, reinforces the
impression that goods sharing these attributes tend everywhere to share the same
property regime.

Common-pool resources share with public goods the difficulty of developing
physical or institutional means of excluding beneficiaries. Unless means are devised
to keep nonauthorized users from benefiting, the strong temptation to free ride on the
efforts of others will lead to a suboptimal investment in improving the resource,
monitoring use, and sanctioning rule-breaking behavior. Second, the products or
resource units from common-pool resources share with private goods the attribute that
one person s consumption subtracts from the quantity available to others. Thus,
common-pool resources are subject to problems of congestion, overuse and potential
destruction unless harvesting or use limits are devised and enforced. In addition to
sharing these two attributes, particular common-pool resources differ on many other
attributes that affect their economic usefulness including their size, shape and
productivity and the value, timing and regularity of the resource units produced.

Common-pool resources may be owned by national, regional, or local
governments; by communal groups; by private individuals or corporations; or used as
open access resources by whomever can gain access. Each of the broad types of
property regimes has different sets of advantages and disadvantages, but at times may
rely upon similar operational rules regarding access and use of a resource (Feeny et al.

1990). Examples exist of both successful and unsuccessful efforts to govern and
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manage common-pool resources by governments, communal groups, cooperatives,
voluntary associations, and private individuals or firms (Bromley et al. 1992; K.

Singh 1994; K. Singh and Ballabh 1996). Thus, as discussed below, there is no
automatic association of common-pool resources with common-property regimes or,

with any other particular type of property regime. Further, common-property

arrangements are essentially share contracts (Lueck 1994; Eggertsson 1990, 1992,
1993) and, as such, face similar problems of potential opportunistic behavior and

moral hazard problems.

The confusion between the resource and the flow of resource units

Common-pool resources are composed of resource systems and a flow of resource
units or benefits from these systems (Blomquist and Ostrom 1985). The resource
system (or alternatively, the stock or the facility) is what generates a flow of resource
units or benefits over time (Lueck 1995). Examples of typical common-pool resource
systems include lakes, rivers, irrigation systems, groundwater basins, forests, fishery
stocks and grazing areas. Common-pool resources may also be facilities that are
constructed for joint use, such as mainframe computers and the Internet. The resource
units or benefits from a common-pool resource include water, timber, medicinal
plants, fish, fodder, central processing units, and connection time. Devising property
regimes that effectively allow sustainable use of a common-pool resource requires
rules that limit access to the resource system and other rules that limit the amount,
timing, and technology used to withdraw diverse resource units from the resource

system.
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5. Property as bundles of rights

A property right is an enforceable authority to undertake particular actions in a
specific domain (Commons 1968). Property rights define actions that individuals can
take in relation to other individuals regarding some thing . If one individual has a
right, someone else has a commensurate duty to observe that right. Schlager and
Ostrom (1992) identify five property rights that are most relevant for the use of
common-pool resources, including access, withdrawal, management, exclusion, and
alienation. These are defined as:

Access: The right to enter a defined physical area and enjoy
nonsubtractive benefits (for example, hike, canoe, sit in the
sun).

Withdrawal:  The right to obtain resource units or products of a resource
system (for example, catch fish, divert water).

Management: The right to regulate internal use patterns and transform the
resource by making improvements.

Exclusion:  The right to determine who will have access rights and
withdrawal rights, and how those rights may be transferred.

Alienation:  The right to sell or lease management and exclusion rights
(Schlager and Ostrom 1992).

In much of the economics literature, private property is defined as equivalent
to alienation. Property-rights systems that do not contain the right of alienation are
considered to be ill-defined. Further, they are presumed to lead to inefficiency since
property-rights holders cannot trade their interest in an improved resource system for
other resources, nor can someone who has a more efficient use of a resource system

purchase that system in whole or in part (Demsetz 1967). Consequently, it is assumed
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that property-rights systems that include the right to alienation will be transferred to
their highest valued use. Larson and Bromley (1990) challenge this commonly held
view and show that much more information must be known about the specific values
of a large number of parameters before judgments can be made concerning the
efficiency of a particular type of property right.

Instead of focusing on one right from the bundle, it is more useful to classify
five types of property-rights holders as shown in Table 1. In this view, individuals or
collectivities may hold well-defined property rights that include or do not include all
five of the rights defined above. This approach separates the question of whether a
particular right is well-defined from the question of the effect of having a particular
set of rights. Authorized entrants include most recreational users of national parks
who purchase an operational right to enter and enjoy the natural beauty of the park,
but do not have a right to harvest forest products. Those who have both entry and
withdrawal use-right units are authorized users . The presence or absence of
constraints upon the timing, technology used, purpose of use and quantity of resource
units harvested are determined by operational rules devised by those holding the
collective-choice rights (or authority) of management and exclusion.

(Table 1 about here)

The operational rights of entry and use may be finely divided into quite
specific tenure niches (Bruce 1995) that vary by season, by use, by technology, and
by space. Tenure niches may overlap when one set of users owns the right to harvest
fruits from trees, another set of users owns the right to the timber in these trees, and
the trees may be located on land owned by still others (Bruce, Fortmann, and Nhira

1993). Operational rules may allow authorized users to transfer access and withdrawal
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rights either temporarily through a rental agreement, or permanently when these rights
are assigned or sold to others.

Claimants possess the operational rights of access and withdrawal plus a
collective-choice right of managing a resource that includes decisions concerning the
construction and maintenance of facilities and the authority to devise limits on
withdrawal rights. The net fishers of Jambudwip, India, for example, annually
regulate the positioning of nets so as to avoid interference, but do not have the right to
determine who may fish along the coast (Raychaudhuri 1980). Fishing territories are a
frequent form of property for indigenous, inshore fishers (Durrenberger and Palsson
1987). Farmers on large-scale government irrigation systems frequently devise
rotation schemes for allocating water on a branch canal (Benjamin et al. 1994;
Shivakoti and Ostrom 2002).

Proprietors hold the same rights as claimants with the addition of the right to
determine who may access and harvest from a resource. Most of the property systems
that are called common-property regimes involve participants who are proprietors
and have four of the above rights, but do not possess the right to sell their
management and exclusion rights even though they most frequently have the right to
bequeath it to members of their family and to earn income from the resource (see
Berkes 1989; Bromley et al. 1992; McCay and Acheson 1987; McCarthy 2006).

Empirical studies have found that some proprietors have sufficient rights to
make decisions that promote long-term investment and harvesting from a resource.
Place and Hazell (1993) conducted surveys in Ghana, Kenya, and Rwanda to ascertain
if indigenous land-rights systems were a constraint on agricultural productivity. They
found that having the rights of a proprietor as contrasted to an owner in these settings

did not affect investment decisions and productivity. Other studies conducted in
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Africa (Migot-Adholla et al. 1991; Bruce and Migot-Adholla 1994) also found little
difference in productivity, investment levels, or access to credit. In densely settled
regions, however, proprietorship over agricultural land may not be sufficient (Feder et
al. 1988; Feder and Feeny 1991; Anderson and Lueck 1992). As land is densely
settled, the absence of a title reduces the options for farmers to sell their land and reap
a return on this asset. Further, without a title, farmers lack collateral to obtain credit to
invest more intensively in the productive potential of their land (see Alston, Libecap,
and Schneider 1996).

Thus, a key finding from an overview of many studies is that no type of
property-rights regime works equivalently in all types of settings (Quinn et al. 2007).
For private-property systems in land to make a difference in productivity gains, one
probably needs (1) a somewhat dense population so competition for use is present and
(2) the existence of effective markets related to credit, inputs, and the sale of
commodities (see further discussion in Section 7). In a series of studies of inshore
fisheries, self-organized irrigation systems, forest user groups and groundwater
institutions, proprietors tended to develop clear boundary rules to exclude
noncontributors; established authority rules to allocate withdrawal rights; devised
methods for monitoring conformance; and used graduated sanctions against those who
do not conform to these rules (Blomquist 1992; Tang 1994; Lam 1998; T. Yandle
2003; Weinstein 2000).

Owners possess the right of alienation the right to transfer a good in any
way the owner wishes that does not harm the physical attributes or uses of other
owners in addition to the bundle of rights held by a proprietor. An individual, a
private corporation, a government, or a communal group may possess full ownership

rights to any kind of good including a common-pool resource (Montias 1976). The
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rights of owners, however, are never absolute. Even private owners have
responsibilities not to generate particular kinds of harms for others (Demsetz 1967).

What should be obvious by now is that the world of property rights is far more
complex than simply government, private and common property. These terms better
reflect the status and organization of the holder of a particular right than the bundle of
property rights held. All of the above rights can be held by single individuals or by
collectivities. Some communal fishing systems grant their members all five of the
above rights, including the right of alienation (Miller 1989). Members in these
communal fishing systems have full ownership rights. Similarly, farmer-managed
irrigation systems in Nepal, the Philippines and Spain have established transferable
shares to the systems. Access, withdrawal, voting and maintenance responsibilities are
allocated by the amount of shares owned (Maass and Anderson 1986; Martin 1986;
Siy 1982). On the other hand, some proposals to privatize inshore fisheries through
the devise of an Individual Transferable Quota (ITQ), allocate transferable use rights
to authorized fishers but do not allocate rights related to the management of the
fisheries, the determination of who is a participant, nor the transfer of management
and exclusion rights. Thus, proposals to establish ITQ systems, which are frequently
referred to as forms of privatization , do not involve full ownership.

With new commons, such as the Internet, the bundle may include other types
of rights. Hess and Ostrom (2007, pp. 52 53) found that electronic information
resources often have more than five types of rights. Drawing on Schlager and Ostrom
(1992), seven major types of property rights were identified. The following rights are

defined for an online institutional repository.
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Access The right to enter a defined physical area and enjoy nonsubtractive
benefits.

Contribution  The right to contribute to the content.
Extraction The right to obtain resource units or products of a resource system.
Removal The right to remove one s artifacts from the resource.

Management/ The right to regulate internal use patterns and transform the resource
Participation by making improvements.

Exclusion The right to determine who will have access, contribution,
extraction, and removal rights and how those rights may be
transferred.

Alienation The right to sell or lease management and exclusion rights.

Other examples are the Creative Commons (CC) licenses that were established
to allow authors to different rights for their works rather than the one size fits all
standard copyright agreement. CC defines the spectrum of possibilities between full

copyright all rights reserved and the public domain no rights reserved. Rights

given to users by the authors are Attribution, Noncommercial, No derivative works
and Share alike (see http://creativecommons.org/about/license/).

The next two sections are devoted to a discussion of the attributes of common-
pool resources that are conducive to communal proprietorship or communal
ownership as contrasted to individual ownership. Groups of individuals are
considered to share communal property rights when they have formed an organization
that exercises at least the collective-choice rights of management and exclusion in
relationship to some defined resource system and the resource units produced by that
system. Where communal groups are full owners, members of the group have the
further right to sell their access, use, exclusion and management rights to others,

subject in many systems to the approval of the other members of the group. Some
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communal proprietorships are formally organized and recognized by legal authorities
as having a corporate existence that entails the right to sue and be sued, the right to
hold financial assets in a common bank account, and to make decisions that are
binding on members. Other communal proprietorships are less formally organized and
may exercise de facto property rights that may or may not be supported by legal
authorities if challenged by nonmembers. Obviously, such groups hold less well-
defined bundles of property rights than those who are secure in their de jure rights
even though the latter may not hold the complete set of property rights defined as full
ownership. In other words, well-defined and secure property rights may not involve

the right to alienation.

6. Attributes of common-pool resources conducive to the use of communal
proprietorship or ownership

Even though all common-pool resources share the difficulty of devising methods to
achieve exclusion and a sustainable level of harvesting of resource units, the
variability of common-pool resources is immense in regard to other attributes that
affect the incentives of resource users and the likelihood of achieving outcomes that
approach optimality. Further, whether it is difficult or costly to develop physical or
institutional means to exclude nonbeneficiaries depends on the availability and cost of
technical and institutional solutions to the problem of exclusion and the relationship
of the cost of these solutions to the expected benefits of achieving exclusion from a
particular resource.

Let us start initially with a discussion of land as a resource system. Where
population density is extremely low, land is abundant, and land generates a rich
diversity of plant and animal products without much husbandry, the expected costs of

establishing and defending boundaries to a parcel of land of any size may be greater
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than the expected benefits of enclosure (Demsetz 1967; Feeny 1993). Settlers moving
into a new terrain characterized by high risk due to danger from others, from a harsh
environment, or from lack of appropriate knowledge, may decide to develop one
large, common parcel prior to any divisions into smaller parcels (Ellickson 1993).
Once land becomes scarce, conflict over who has the rights to invest in improvements
and reap the results of their efforts can lead individuals to want to enclose land
through fencing or institutional means to protect their investments. There are tradeoffs
in costs to be considered, however. The more land included within one enclosure, the
lower the costs of defending all the boundaries, but the higher the costs of regulating
the use of the enclosed parcel.

The decision to enclose may be taken by the joint owners to divide the
commons into a series of private plots owned exclusively by single families (Field
1984, 1985, 1989; Ellickson 1993). The benefits of enclosing land depend on the scale
of productive activity involved. For some agricultural activities, as discussed below,
there may be considerable benefits associated with smaller parcels fully owned by a
family enterprise. For other activities, the benefits may not be substantial. Moving all
the way to private plots is an efficient move when the expected marginal returns from
enclosing numerous plots exceed the expected marginal costs of defending a much
more extended system of boundaries and the reduced transaction costs of making
decisions about use patterns (Nugent and Sanchez 1989).

In a classic study of the diversity of property-rights systems used for many
centuries by Swiss peasants, Netting (1976, 1981) observed that the same individuals
fully divided their agricultural land into separate family-owned parcels, but that
grazing lands located on the Alpine hillsides were organized into communal property

systems. In these mountain valleys, the same individuals used different property-
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rights systems side-by-side for multiple centuries. Each local community had
considerable autonomy to change local rules, so there was no problem of someone
else imposing an inefficient set of rules on them. Netting argued that attributes of the
resource affected which property-rights systems were most likely for diverse
purposes. Netting identified five attributes that he considered to be most conducive to
the development of communal property rights:

1. low value of production per unit of area;

2. high variance in the availability of resource units on any one parcel;

3. low returns from intensification of investment;

4. substantial economies of scale by utilizing a large area; and

5. substantial economies of scale in building infrastructures.

Steep land where rainfall is scattered may not be suitable for most agricultural
purposes, but can be excellent land for pasture and forests if aggregated into
sufficiently large parcels. By developing communal property rights to large parcels of
such land, those who are members of the community are able to share environmental
risks due to the unpredictability of rain-induced growth of grasses within any smaller
region. Further, herding and processing of milk products is subject to substantial
economies of scale. If individual families develop means to share these reduced costs,
all can save substantially (Agrawal 1999). Building the appropriate roads, retaining
walls and processing facilities may also be done more economically if these efforts
are shared.

While the Swiss peasants were able to devote these harsh lands to productive
activities, they had to invest time and effort in the development of rules that would
reduce the incentives to overgraze and would ensure that investments in shared

infrastructure were maintained over time. In many Swiss villages, rights to common
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pasturage were distributed according to the number of cows that could be carried over
the winter using hay supplies produced on the owners private parcels. In all cases, the
village determined who had use rights, what the specific access and withdrawal rights
were, how investment and maintenance costs were to be shared, and how the annual
returns from common processing activities were to be shared. All of these systems
included at least village proprietorship rights, but some Swiss villages developed full
ownership rights by incorporating and authorizing the buying and selling of shares
(usually with the approval of the village). Netting s findings are strongly supported by
studies of mountain villages in Japan, where thousands of rural villages have held
communal property rights to extensive forests and grazing areas located in the steep
mountainous regions located above their private agricultural plots (McKean 1982,
1992a, 1992b). Similar systems have existed in Norway for centuries ( rebech et al.
2005; Sandberg 1998).

The importance of sharing risk is stressed in other theoretical and empirical
studies of communal proprietorships (Gupta 1986; Nugent and Sanchez 1993).
Unpredictability and risk are increased in systems where resource units are mobile
and where storage facilities, such as dams, do not exist (Schlager, Blomquist, and
Tang 1994). Institutional facilities for sharing risk, such as formal insurance systems
or institutionalized mechanisms for reciprocal obligations in times of plenty, also
affect the kinds of property-rights systems that individuals can devise. When no
physical or institutional mechanisms exist for sharing risk, communal property
arrangements may enable individuals to adopt productive activities not feasible under
individual property rights. In the Sudan, for instance, the variance in the productivity
of land over space due largely to the fluctuation in rainfall from year to year is

strongly associated with the size of communally held parcels allocated to grazing
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(Nugent and Sanchez 1993). Ellickson (1993) compares the types of environmental
and personal security risks faced by new settlers in New England, in Bermuda, and in
Utah to explain the variance in the speed of converting jointly held land to
individually held land in each of these settlements.

A consistent finding across many studies of communal property-rights systems
is that these systems do not exist in isolation and are usually used in conjunction with
individual ownership. In most irrigation systems that are built and managed by the
farmers themselves, for example, each farmer owns his or her own plot(s) while
participating as a joint proprietor or owner in a communally organized irrigation
system (Coward 1980; Sengupta 1991, 1993; Tang 1992; Vincent 1995; Wade 1992).
Water is allocated to individual participants using a variety of individually tailored
rules, but those irrigation systems that have survived for long periods of time tend to
allocate water and responsibilities for joint costs using a similar metric  frequently
the amount of land owned by a farmer (E. Ostrom 1990, 1992). In other words,
benefits are roughly proportional to the costs of investing and maintaining the system
itself.

Further, formally recognized communal systems are usually nested into a
series of governance units that complement the organizational skills and knowledge of
those involved in making collective-choice decisions in smaller units (O. Johnson
1972). Since the Middle Ages, most of the Alpine systems in both Switzerland and
Italy have been nested in a series of self-governing communities that respectively
governed villages, valleys, and federations of valleys (Merlo et al. 1989). In modern
times, cantonal authorities in Switzerland have assumed an added responsibility to
make periodic, careful monitoring visits to each alp on a rotating basis and to provide

professional assessments and recommendations to local villages, thereby greatly
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enhancing the quality of knowledge and information about the sustainability of these
resources.

Contrary to the expectation that communal property systems lacking the right
to alienate ownership shares are markedly less efficient than property-rights systems
involving full ownership, substantial evidence exists that many communal
proprietorships effectively solve a wide diversity of local problems with relatively
low transaction costs (Gaffney 1992; Hanna and Munasinghe 1995a, 1995b; Kaul
1996; Sandberg 1998). Obtaining valid and reliable measures of outputs and costs for
a large number of property-rights systems covering similar activities in matched
environmental settings is extremely difficult. In regard to irrigation, a series of careful
studies of the performance of communal proprietorship systems as contrasted to
government-owned and managed systems, clearly demonstrates the higher
productivity of the communal systems controlling for relevant variables (Tang 1992;
Benjamin et al. 1994; Lam 1998). Schlager s (1994) studies of inshore fisheries
demonstrate that fishers who have clearly defined proprietorship are able to solve
difficult assignment problems and assign the use of space and technology so as to
increase both the efficiency and equity of their systems. James Wilson and
colleagues studies also demonstrate that communal proprietorship systems are more
efficient than frequently thought (Wilson et al. 1994; Wilson, Yan, and Wilson 2007).

Performance of communal property-rights systems varies substantially,
however, as do the performance of all property-rights systems. Some communal
systems fail or limp along at the margin of effectiveness just as private firms fail or
barely hang on to profitability over long periods of time. In addition to the
environmental variables discussed above that are conducive in the first place to the

use of communal proprietorship or ownership, the following variables related to the
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attributes of participants are conducive to their selection of norms, rules, and property

rights that enhance the performance of communal property-rights systems (E. Ostrom

1993):

. Accurate information about the condition of the resource and expected

flow of benefits and costs is available at low cost to the participants
(Blomquist 1992; Gilles and Jamtgaard 1981).

Participants share a common understanding about the potential benefits
and risks associated with the continuance of the status quo as contrasted
with changes in norms and rules that they could feasibly adopt (E. Ostrom
1990; Sethi and Somanathan 1996).

Participants share generalized norms of reciprocity and trust that can be

used as initial social capital (Cordell and McKean 1992).

. The group using the resource is relatively stable (Seabright 1993).

Participants plan to live and work in the same area for a long time (and in
some cases, expect their offspring to live there as well) and, thus, do not
heavily discount the future (Grima and Berkes 1989).

Participants use collective-choice rules that fall between the extremes of
unanimity or control by a few (or even bare majority) and, thus, avoid high
transaction or high deprivation costs (E. Ostrom 1990).

Participants can develop relatively accurate and low-cost monitoring and

sanctioning arrangements (Berkes 1992).

Many of these variables are, in turn, affected by the type of larger regime in

which users are embedded. If the larger regime recognizes the legitimacy of

communal systems, and is facilitative of local self-organization by providing accurate

information about natural resource systems, providing arenas in which participants
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can engage in discovery and conflict-resolution processes, and providing mechanisms
to back up local monitoring and sanctioning efforts, the probability of participants
adapting more effective rules over time is higher than in regimes that ignore resource
problems or presume that all decisions about governance and management need to be
made by central authorities.

Two additional variables the size of a group and its homogeneity have
been noted as conducive to the initial organization of communal resources and to their
successful performance over time (Agrawal 2000; Libecap 1989a, 1989b). As more
research has been conducted, however, it is obvious that much more theoretical and
empirical work is needed since both variables appear to have complex effects (Poteete
and Ostrom 2004, 2008). Changing the size of a group, for example, always involves
changing some of the other variables likely to affect the performance of a system.
Increasing the size of a group is likely to be associated with at least the following
changes: (1) an increase in the transaction costs of reaching agreements; (2) a
reduction of the burden borne by each participant for meeting joint costs such as
guarding a system, and maintenance; and (3) an increase in the amount of assets held
by the group that could be used in times of emergency. Libecap (1995) found that it
was particularly hard to get agreements to oil unitization with groups greater than
four. Blomquist (1992), on the other hand, documents processes conducted in the
shadow of an equity court that involved up to 750 participants in agreeing to common
rules to allocate rights to withdraw water from groundwater basins in Southern
California. The processes took a relatively long period of time, but they have now also
survived with little administrative costs for half a century (Blomquist, Schlager, and
Heikkila 2004). Agrawal and Goyal (2001) have shown that communal forestry

institutions in India that are moderate in size are more likely to reduce overharvesting
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than are smaller groups because they tend to utilize a higher level of guarding than
smaller groups.

Group heterogeneity is also multifaceted in its basic causal processes and
effects. Groups can differ along many dimensions including their assets, their
information, their valuation of final products, their production technologies, their time
horizons, their exposure to risk (for example, headenders versus tailenders on
irrigation systems), as well as their cultural belief systems (Varughese and Ostrom
2001). Libecap s (1989b) research on inshore fisheries has shown that when fishers
have distinctively different production technologies and skills, all potential rules for
sharing withdrawal rights have substantial distributional consequences and are the
source of conflict that may not easily be overcome. Libecap and Wiggins s (1984)
studies of the prorationing of crude oil production reveal an interesting relationship
between the levels and type of information available to participants and the likelihood
of agreement at various stages in a bargaining process. In the early stages of
negotiation, all oil producers share a relatively equal level of ignorance about the
relative claims that each might be able to make under private-property arrangements.
This is the most likely time for oil unitization agreements to be reached successfully.
If agreement is not reached early, each participant gains asymmetric information
about their own claims as more and more investment is made in private information.
Agreements are unlikely at this stage. If producers then aggressively pump from a
common oil pool, all tend to be harmed by the overproduction and are willing late in
the process to recognize their joint interests. Libecap s (1995) study of marketing
agreements among orange growers also shows a strong negative impact of
heterogeneity. The theoretical work of Mancur Olson (1965) on privileged groups, on

the other hand, predicts that when some participants have substantial assets and whose



26

interests are aligned with achieving an agreement, such groups are more likely to be
organized. The empirical support for this proposition comes more from studies of
global commons (Mitchell 1995; Oye and Maxwell 1995).

Heterogeneity in the knowledge and acceptance of local common-property
regimes is likely to lead to their undoing. In frontier regions, new migrants increase
the number of people sharing the return from a common-pool resource. Further,
migrants are unlikely to recognize the legitimacy of extant, de facto, property-rights
systems (see Alston, Libecap, and Schneider 1996). Thus, the common agreement
necessary for the sustenance of any property-rights system may rapidly disappear if
settlement patterns undergo a rapid change. Similarly, common-property systems
related to inshore fisheries have also proved to be unstable when trawlers from other
locations start to visit on a regular basis without recognizing the de facto property

rights of local fishers.

7. Attributes of common-pool resources conducive to the use of individual rights
to withdrawal, management, exclusion, and alienation

The advantage of individual ownership of strictly private goods where the cost of
exclusion is relatively low and one person s consumption is subtractive from what is
available to others is so well established that it does not merit attention here.
Industrial and agricultural commodities clearly fit the definition of private goods.
Individual rights to exclusion and to transferring control over these goods generate
incentives that lead to higher levels of productivity than other forms of property
arrangements.

It has frequently been assumed that land also is clearly always a private good
and therefore best allocated using market mechanisms based on individual ownership

rights. Agricultural land in densely settled regions is usually best allocated by a
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system of individual property rights. Gaining formal title to land, however, may or
may not increase efficiency. Feder et al. (1988) conducted an important econometric
study that showed that agricultural land in Thailand without a formal title was worth
only one-half to two-thirds of land with a formal title. Further, increasing the security
of private-property rights also led to an increased value of the crops produced
(between one-tenth and one-fourth higher than those without secure title). More
secure titling also provided better access to credit and led to greater investments in
improved land productivity (see also Feder and Feeny 1991). Insecure property rights
may lead potential users to arm and engage in violent conflict so as to gain control
over land through force or by negotiation to avoid force. Several types of economic
losses result from conflict over ownership (Umbeck 1981a, 1981b).

Title insurance is another mechanism used to reduce the risk of successful
challenges to ownership of land. Registering brands is still another technique used to
increase the security of ownership over resource units in the form of cattle that may
range freely over a large area until there is a communal effort to undertake a round-
up. Gaining formal titles is, however, costly. In societies that do not yet have high
population densities and where customary rights are still commonly understood and
accepted, formal titling may be an expensive method of increasing the security of a
title that is not associated with a sufficiently higher return to be worth the economic
investment (see Migot-Adholla et al. 1991). In addition, it should now be clear that
the cost of fencing land by physical and/or institutional means is nontrivial and that
there are types of land and land uses that may be more efficiently governed by groups
of individuals rather than single individuals.

A commonly recommended solution to problems associated with the

governance and management of mobile resource units, such as water and fish, is their
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privatization (Christy 1973; C. Clark 1980). Implementing operational and efficient
individual withdrawal rights to mobile resources is far more difficult in practice than
demonstrating the economic efficiency of hypothetical systems. Simply gaining valid
and accurate measurements of sustainable yield is a scientifically difficult task. In
systems where resource units are stored naturally or by constructing facilities such as
a dam, the availability of a defined quantity of the resource units can be ascertained
with considerable accuracy, and buying, selling, and leasing rights to known
quantities is relatively easy to effectuate in practice. Many mobile resource systems
do not have natural or constructed storage facilities, and gaining accurate information
about the stock and reproduction rates is very costly and involves considerable
uncertainty (Allen and McGlade 1987; J. Wilson et al. 1991). Further, as Copes
(1986) has clearly articulated, appropriators from such resources can engage in a wide
diversity of evasive strategies that can destabilize the efforts of government agencies
trying to manage these systems. Further, once such systems have allocated individual
withdrawal rights, efforts to further regulate patterns of withdrawal may be very
difficult and involve expensive buy-back schemes. Experience with these individual
withdrawal-rights systems has varied greatly in practice (see McCay 1992; Wilson
and Dickie 1995).

Exactly which attributes of both physical and social systems are most
important to the success of individual withdrawal rights from common-pool resources
is not as well established as the attributes of common-pool resource systems
conducive to group proprietorship or ownership. On the physical side, gaining
accurate measurements of the key variables (quantity, space, technology) that are to
be involved in management efforts is essential. Resource systems that are naturally

well-bounded facilitate measurement as well as ease of observing appropriation
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behavior. Storage also facilitates measurement. Where resource units move over vast
terrain, the cost of measurement is higher than when they are contained (for example,
it is easier to develop effective withdrawal-rights systems for lobsters than for
whales).

Considerable recent research has also stressed the importance of involving
participants in the design and implementation of such property-rights systems. When
participants do not look upon such rules as legitimate, effective, and fair, the capacity
to invent evasive strategies is substantial (Seabright 1993). The size of the group
involved and the heterogeneity of participants also affect the costs of maintaining
withdrawal-rights systems (Edwards 1994). And, the very process of allocating
quantitative and transferable rights to resource units may undo some of the common
understandings and norms that allowed communal ownership systems to operate at

lower day-to-day administrative costs.

8. Communal property regimes in the twenty-first century

The focus of this entry has been primarily on natural resources. Many of the lessons
learned from the operation of communal property regimes in these sectors, however,
are quite relevant for a wide diversity of similar property regimes that are currently in
wide use and likely to have a substantial presence in the next century. A very large
number of housing developments both apartment houses and individual family
dwellings involve individual property to the housing unit itself combined with
communal property to the grounds, recreational facilities, and other joint facilities.
While individuals can buy and sell their individual housing units, at the time of
purchase they assume a set of duties in respect to the closely related communal

properties. Monthly assessments for the repair and maintenance of these common
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facilities are not unlike the assessments made by a community of irrigators on
themselves for the maintenance of their own system. Further, purchase and sales
frequently require the permission of other members of the group. Similarly, many
sports clubs allocate use quotas to members and assess members regular fees for the
maintenance of the commonly owned facilities.

The modern corporation is frequently thought of as the epitome of private
property. While buying and selling shares of corporate stock is a clear example of the
rights of alienation at work, relationships within a firm are far from being individual
ownership rights. Since the income that will be shared among stockholders,
management, and employees is itself a common pool to be shared, all of the
incentives leading to free riding (shirking) and overuse (padding the budget) are found
within the structure of a modern corporation (Ghoshal and Moran 1996; Putterman
1995; Seabright 1993). Thus, where many individuals will work, live, and play in the
next century will be governed and managed by mixed systems of communal and

individual property rights.

Notes on the bibliography
The updated and revised bibliography® adds well over 200 additional citations to the
earlier version. We have selected articles and books that continue the tradition of
common property scholarship as well as those that reflect new trends in this area of
study. Noteworthy stronger foci are sustainability, the global commons, property
regimes in transition, and the intersection of intellectual property rights and
environmental goods.

The crucial questions surrounding common-property management have

continued to be ones of equity, efficiency and sustainability. Since the turn of this past
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century, however, the issue of sustainability has increased in its importance and
visibility in the commons literature (see, for instance, Agrawal 2001; Anderies et al.
2007; Bressers and Kuks 2004; Costanza et al. 2001; Kamara, Kirk, and Swallow
2004; Marshall, Fritsch, and Dulhunty 2005; McMahon 2006; Meinzen-Dick and Di
Gregorio 2004; rebech et al. 2005; Oses-Erasoa and Viladrich-Grau 2007; Pasqual
and Souto 2003; Smajgl and Larson 2007; Veeman and Politylo 2003). Ecological

economist Robert Costanza (2000) writes:

The most critical task facing humanity today is the creation of a shared vision
of a sustainable and desirable society, one that can provide permanent
prosperity within the biophysical constraints of the real world in a way that is
fair and equitable to all of humanity, to other species, and to future

generations.

Some authors argue that developing new common-property regimes may be helpful in
achieving sustainability (Buck 2002; Brunckhorst 2003; Buxton 2004; Marshall,
Fritsch, and Dulhunty 2005; Williamson, Brunckhorst, and Kelly 2003).

New research demonstrates the urgent need for effective approaches to
commons problems that are global in scale (E. Ostrom et al. 1999). Particular areas of
focus on the global commons in this bibliography are biodiversity (Choudry 2005;
Coban 2004; Goeschl and Igliori 2006; Tisdell 2004; Trommetter 2005) and water
resources (Becker and Easter 1999; Dilworth 2007; Dinar 2000; Fisher 2004; Smets
2004).

Common-property regimes in transition is a another noteworthy recurrent

theme (see Banner 2002; Dekker 2003; Mwangi 2006, 2007a, 2007b; Majumdar
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2007; J. Marshall 2001; John McCarthy 2000; Moyo 2005; Muzoz Piza, de Janvry,
and Sadoulet 2003; Okello 2005; Rao et al. 2003; D. Thompson 2006). Mwangi
(2007b), for instance, illustrates the complexity of regime change in her research on
the transition from collective to individualized rights in Kenya s Maasailand and the
complications of politics and procedural problems. The ambiguity of certain property
regimes leads a number of researchers to examine who owns various resources
(Barnes 2001 [sky]; F. Brown 2003 [native culture]; Gepts 2004 [biodiversity]; Ho
2001 [land]; Macinko and Bromley 2002 [fisheries]). Privatization is another kind of
regime transition of great concern regardless of which kind of resource is involved
(for representative works see Hannesson 2006; Hedlund 2001; Lesorogol 2003;
Mansfield 2004; National Research Council 2001).

Another growing area of study is the intersection of traditional property rights
and intellectual property rights. Drahos and Mayne (2003) write that patents, as types
of intellectual property rights, can reduce access to knowledge in such life-sustaining
areas as genetics, health, and agriculture a problem even worse in developing
countries. Aoki calls one of these intersections seed wars  battles over the
ownership of intellectual property rights of germplasm arguments over weeds, seeds
and deeds (Aoki 2003; see also Borowiak 2004; Dutfield 2000; C. Thompson 2004).
A number of works focus on rights to plant genetic resources and threats to
indigenous knowledge and systems of agriculture (Barnett 2000; Dickenson 2004;

Eyzaguirre et al. 2004; Kennedy 2006; Rifkin 2002; Spier 2001).
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Notes

! The commons database in the library of the Workshop in Political Theory and Policy
Analysis contains 50,500 records of literature on the commons, common-pool

resources, and common property. Of those, 779 have common property in the title.



Chapter 1. The Georgian Village b 20 Years of
Economic and Political Transformation

1.1. The Soviet Period

On the verge of the collapse of the soviet agrarian economy in Georgia, rural villages
contained a mix of two different systems. Private property co-existed with the soviet
planned economy, and Georgian villages were engaged in trade relations resembling a
market economy.

In the late 1920s and early 1930s, the collectivization process began in the Soviet
Union, including Georgia. Collective farms D Okolkhozesd b were created in villages.
Despite their resistance, the repressions of 1927-32 destroyed the richest and
strongest peasants, and the kolkhoz system was firmly established in Georgia. During
their subsequent history, kolkhozes took on economic and administrative functions.
OLocal governance in villages was formally exercised by a village Ocouncil of people
deputies0, the executive branch of which was in fact represented by the kolkhoz
board0 (Melua, 2000, page 15).

Despite the collectivization, certain forms of private property persisted in Georgia.
The government allowed peasants to have 0.25 hectares of private land b which could
be inherited D and a small number of cattle and poultry. In the mountains, the
collectivization process was at first less intense; residents more or less managed to
keep cattle in their possession. However, in the 1950s, full collectivization of these
regions began; as a result, the first flow of internal migration to the towns occurred in
the 1950s and the second occurred in the 1960s, a result that led to the nearly
complete desertion of the mountain regions (Koguashvili, 1998).

In the late 1950s, the transformation of collective farms (kolkhozes) into state farms
(sovkhozes) began in the Soviet Union. Nevertheless, in Georgia, kolkhozes were
mainly maintained as they were. The property of a kolkhoz was formally collective
and belonged to its members; it consisted of land, material and technical resources.
Labor was paid according to work performed. Decisions on basic matters, including
election of a chairperson, were performed by general meeting of the members. The
state farms were directly administered by the state, and their leaders were appointed
by regional authorities. Sovkhoz property was state property. Labor was paid on the
basis of fixed salaries. Sovkhozes were never widespread in Georgia (maybe because of



the acquisitive nature of Georgian peasants). In 1990, there were only 60 sovkhozes in
Georgia (Melua, 2000).

In the 1970s and 1980s, kolkhozes in Georgia were at the height of their strength.
There were approximately 100 such collective farms in Georgia at that time, with
1,000,000 soviet rubles going through their bank accounts annually?. The income of a
kolkhoz member increased accordingly. In 1978, such per-member income amounted
to 4,300 soviet rubles, on average (Melua, 2000). The growth in production was
assisted by the huge soviet market and central budget subsidies. Because of Georgia's
climate and location, its industrial crops b tea, citrus fruits and wine b were much in
demand in the soviet market. The central Soviet government spared no subsidies to
satisfy this demand.

Improvements in the villages gradually began, and buildings housing elementary
schools, high schools, sports facilities and village clubs were built. Such social
programs were based on the decision of the Central Committee of the Communist
Party. The party gradually began to undertake social and cultural improvements.
Decisions were made in the central committee; the kolkhoz, as the local extension of
the party, executed these decisions.

As the welfare of the country increased, demand for agricultural products grew also.
In response, the government of the republic tried various methods to encourage
private initiative. Peasants were allowed to grow industrial crops on their own plots
of land. The state purchase price for these products was 30% higher than for the crops
grown on kolkhoz land.

Production costs gradually increased. The economic basis of the kolkhoz was a state
subsidy; the difference between production costs and the state purchase price was
covered by the state subsidy. This stimulated the creation of various practices that led
to the appearance in town markets of products grown on both kolkhoz and household
lands, which had avoided the state realization and distribution system altogether and
were selling for double the price. State subsidies and the price system stimulated
misappropriation of kolkhoz property by both common peasants and kolkhoz officials
(Melua, 2000).

These processes completely changed the peasant mentality. At the end of this period,
rural villages were oriented entirely to private interests. Peasants tried to obtain more

#1& " (12..42" . A(+1B2. 760(7I<CHICEE!- . 1+! /- (AN%$=ICEE!- . 1+!./10,-26+1/26,-+I>ESHEEI- . 1+ /11 24B (+)!
41715V <ISEE- . 1+1_/1:24,1102. B+41164050F (=, +-(2(7!?. 12" .AIB2.B(2-50. 1+,+-(7!./1<G<I-" .6+417!
" (47)./104--5(141716BI- . 1$13, 6, . 11" (471 /+* ((BY4L1T7!: . 4-+)



income from private products, which further increased the importance of town
markets.

1.2. After independence

After the collapse of the Soviet Union, transitioning agriculture from a planned to a
market-driven economy presented substantial difficulties, including replacing the
soviet forms of governance with full-grown self-governance.

In 1991, after a referendum, Georgia declared independence. In the process of the
collapse of the Soviet Union, the relationship between Georgian authorities and two
autonomous regions of Georgia, Abkhazia and South Ossetia, became tense; this
tension soon turned into armed conflict. This process was followed by tension
between the government and the opposition, which culminated in a forced change of
power.

Simultaneously, the dramatic economic transformation from a planned to a market
economy had begun. Pricing became subject to market principles. Moreover, after
achieving independence, the country broke away from the soviet economic space,
which worsened even further the social and economic conditions in the population.
From 1990 to 1994, the gross national product decreased by 45% (Revishvili, 2004).
Agriculture, in particular, was in a grave situation. Following ethnic conflicts and
tension between Russia and Georgia, Georgian agricultural products lost their
traditional market. The simultaneous collapse of the industrial sector exacerbated the
difficulties facing the agrarian sector. Agrarian production decreased dramatically;
from 1990 to 2000, it decreased 2.6 times (Revishvili 2004).

The transformation of the agrarian economy in Georgia began in 1992 with the broad
privatization of land. In the first stage, peasants received land for permanent use and
had no right to sell it. In addition to the plots they owned before, peasants received
up to 1.20 hectares of land in total (depending on local conditions) for their economic
activities. At the first stage of the reform, the kolkhozes were still maintained.
However, because of debt and the absence of state subsidies, they were soon broken
up. The kolkhoz land and equipment that still remained was to be left in the
ownership of cooperatives established on the basis of the kolkhozes, to be managed by
peasants as shareholders (Koguashvili, 1998). This part of the reform was never
undertaken. In that critical period, the local community was shown to be unable to
manage the fair distribution of resources.



The Law on Ownership of Agricultural Land of March 1996 declared that the land
given to the citizens of Georgia was their private property. Simultaneously, to
encourage the growth of the agricultural sector, citizens of Georgia were allowed to
rent land for economic activities under the Law on Lease of Agricultural Land,
(Didebulidze 1997).

As a result of the process of privatization, 690,000 hectares of land were given to
772,000 agricultural and 33, 000 urban households, an average of 0.89 hectares per
household. The land belonging to a household was often composed of 2-3 smaller
plots. With respect to leasing, 32,000 people rented 492 000 hectares of land, which is
an average of 15.6 hectares per person; however, 3,573 "legal persons” rented 404,000
hectares, which is an average of 113 hectares per lessee. By 2003, most of the
privatized land consisted of one-hectare plots, representing 25% of the agricultural
land and 55% of the arable land in total; most of the leased land was in the hands of a
small number of individuals or legal entities (Revishvili 2004).

Despite the fact that the land market had made the enlargement of the farms possible,
small households did not have sufficient financial resources to rent large plots of land
(Gogodze 2005). Moreover, large plots of land were often misappropriated by the
economic and political Oelite0 in corrupt transactions.

As a result, two different agricultural systems were established; many small economic
players were engaged in subsistence farming, and a small number of large commercial
agrarian organizations were engaged in large-scale agricultural production (Revishvili
2004).

An agricultural inventory conducted in 2004 showed that 43.2% of households
owning agricultural land owned less than 0.5 hectares, 32% of households owned 0.5-
0.99 hectares (meaning that 75.2% of households had less than 1 hectare), 18.3% of
households owned 1-1.99 hectares, 3% of households owned 2-2.99 hectares, and
1.4% of households owned 3-4 hectares. It should be noted that even these small areas
of land were divided and scattered over multiple plots. The technical level of
equipment on the household farms was low. Because the plots were scattered, the
work was time-consuming, much fuel was required and machinery use was
inefficient. Peasants tended to use machinery less and used work animals (oxen and
horses) and manual tools (Revishvili 2011).

For most of the population that was left unemployed as a result of economic
stagnation and the breakdown of industrial production, the land distributed to small
household units protected families. As a result, instead of enlarging and transforming



the agrarian economy, small peasant households became a source of food for the
unemployed population as subsistence economic units.

By 2003, agricultural activities were the main source of income for 30% of the
population. If we consider the structure of household income, we note that even
these 30% were unable to emerge as full-grown farms. In 2003, the income from
agricultural activities amounted only to 44% of the total income of an average
household, income from non-agricultural hired labor was 26% of total income, social
aid and pensions made up 14% of the total, non-agricultural entrepreneurship
accounted for 9% of income, and 7% of income for agrarian households came in the
form of aid sent by friends and relatives (Gogodze 2005).

According to statistical data from 2004, 82% of households were producing mainly for
their own needs and 18% produced mainly for sale (Statistical Yearbook of Georgia,
2005).

The main factor interfering with the agricultural specialization of small peasant
household economic units and their full involvement in market relations was high
transaction costs.® Peasant enterprises could not afford professional agrarian and
veterinary consultation. They had little machinery, pesticides and mineral fertilizers.
They could not afford bank loans because of high interest rates. Because
transportation to market was so expensive, it often made no sense to sell the small
harvest.

Escaping this situation might mean aggregating resources and the creation of
cooperative enterprises. By such combination, production and transaction costs would
be reduced and common efforts could transform peasant units into full-grown
agrarian enterprises.

However, a constellation of reasons prevented such cooperation and transformation,
including state policies before and after the Rose revolution that never attempted to
encourage or implement this process (Natsvlishvili 2011).

Apart from economic problems, villages also had few governance mechanisms; the
disappearance of the kolkhozes left a vacuum in local governance.
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On August 24, 1995, the Parliament of Georgia passed the Constitution of Georgia,
bringing a certain stability to the political life of the country. The Constitution did
not define the regional arrangement of the country because of unresolved territorial
conflicts. Nevertheless, the Constitution defined the forms of local self-governance
bodies, their powers and their relations with the central government. After passing
the Constitution, parliament passed the following laws in 1997: 00n Local Self-
Governance and Governance0; 00n the Capital of Georgia D Thilisi0; and 00n the
Status of Members of the Local Self-Governance Representative Body P Sakrebuloo.

In November 1998, the first elections of local self-governance bodies D Sakrebulos D
were held. Self-governing territorial units included villages, communities, settlements
and towns. Districts and cities, in addition to the capital city, Thilisi, were arranged as
forms of local government. It was an eclectic system of central- and self-governance,
as local bodies at the district and city levels simultaneously performed the functions
of state- and local self-governance bodies (Center for Effective Governance System
and Territorial Arrangement Reform, 2009). Heads of executive bodies of districts and
cities b Gamgebeli and mayors D were appointed by the President of Georgia.

Despite this legislation, local governance was not immediately implemented.
Governing authority and resources were still concentrated in the hands of the central
government. Local bodies were not considered to be independent institutions, but
were seen as extensions of central authorities. No decentralization of either fiscal or
property rights was undertaken. Subsequently, small self-governing units were left
without the resources necessary for social and economic development. There was no
division of powers between district authorities and self-governing units within the
district. All important local public services were still provided by the district
authorities.

The reforms that were implemented failed to create a local public space that might
provide the basis for public involvement and participation in the administration of
common resources and welfare.

1.3. After the Rose Revolution

In 2003, as the result of events known as the 0Rose Revolution0, Mikheil Saakashvili
came to power with his party, ONational Movement0.

The new government transformed the system of governance and the economy.

Despite its declaration of democratic goals, the reform of governance brought about
more centralization and concentration of power and weakened its vertical and



horizontal distribution. The constitutional reforms undertaken in 2004 were supposed
to aim at the formation of a semi-presidential form of governance; however, in
reality, all power became concentrated in the hands of the President. This was
followed by the violation of the rights of many people, the weakening of the rule of
law and the erosion of democratic institutions. These circumstances were aggravated
by the Russia-Georgia war of 2008 and the worsening of social and economic
conditions*.

The reforms also transformed the form of local governance. Based on the experience
of ineffective self-governance systems before the revolution, the post-revolutionary
government enlarged self-governing units in the hope that larger territorial units
equipped with more resources and more autonomy would better serve the needs of
the population.

As part of the reforms of 2005, 64 self-governing municipalities were created from
more than 1,000 self-governing units existing in Georgia. The municipalities were the
legal successors to the self-governing units (towns, settlements, communities, and
villages) that were included in the former districts. In this process of enlargement,
villages no longer governed themselves and lost their legal status and property. In the
municipality, the Osakrebulod community is represented by one person and the
Osakrebulo0 manages a village through an appointed representative (rtsmunebuli).

Before August 8, 2010, leased pastures that were owned by the state were the only
agricultural land that still belonged to municipalities. Nevertheless, under
amendments to the Law on Local Self-Governance, Opasture0 was added to the list in
subparagraph C of article 47 (which defines categories of agricultural land that are not
passed to self-governing local units). Thus, local authorities were left with no
agricultural land (Losaberidze et al. 2011).

Although non-agricultural land was unambiguously declared property of a self-
governing unit, the government kept the prerogative to define the procedure of
passing it to such units. This significantly delayed the process. The situation was
similar with respect to passing natural resources to self-governing units. According to
the Law on Property of the Local Self-Governing Unit, the President of Georgia was
given the exclusive right to sell property belonging to self-governing units directly
(bypassing tendering), regardless of whether the property was on the list approved by
the sakrebulo for privatization.
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Transfers from the central budget were the main source of funding the budget of self-
governing units. For example, in 2009, tax and non-tax income amounted to only
24.7% of self-governance budgetary income; in 2010, that amount fell to 23.4%. The
remaining part came from central government transfers (Losaberidze et al. 2011).

Self-governing units, with their limited functions and responsibilities, turned into
extensions of the central authorities and became part of the establishment that
provided services for residents instead of instruments of realization of local
democracy.

As a result of the enlargement of self-governing units, decentralization became
centralization. The self-governance elections of 2006 and 2010 ensured this even
more firmly. In these elections, the ruling ONational Movement0 party gained the
majority in almost all sakrebulos. Nominally self-governing, municipalities became
subordinated to the regional governors appointed by the President.

In addition to governance reform, economic reform was also undertaken after the
Rose revolution. The new government based its economic strategy on liberalization of
economy and attracting investment. As a result of reforms undertaken to improve the
country as an investment destination, Georgia soon was ranked highly in the World
Bank OEase of Doing Business0 rating (Muskhelishvili, 2011). However, the reforms
did not improve the situation. Georgia was at only 102" place out of 151 countries in
attracting direct foreign investment, according to the United Nations Conference on
Trade and Development data of 2007.5 After the 2008 Russia-Georgia war, investment
dropped even lower for obvious reasons.® According to the Global Competitiveness
Report, Georgia was 93 out of 139 countries. The indicators were particularly
negative concerning macroeconomic stability, where Georgia ranked 130™7.

The nature of governmental economic policy was well expressed in the Economic
Freedom Act initiated by the President in 2009. According to the legislative
amendment made on its basis in 2010-2011, the ratio of the budget to GDP cannot be
greater than 30% and the budget deficit ratio to GDP cannot be greater than 3%
(Muskhelishvili 2011). The changes restricted state regulation of the economy and left
critical sectors such as agriculture completely dependent on market mechanisms.
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As a result of liberalization, policy barriers to the import of agricultural products were
removed. Consequently, the volume of imported agrarian products in the country
increased. The share of imported agricultural products in food consumed in Georgia
amounted to two-thirds in 2010 (Archvadze, 2010), which was unfavorable for the
development of local agricultural production.

Significant amounts were spent on development of regional infrastructure; roads were
built, regions were connected to natural gas lines, and the power supply was
improved. However, agrarian policy was not the subject of complex approaches and
was limited to one-time, local interventions. This may be inferred from the amounts
assigned to agriculture from the state budget. In 2011, the amount assigned to
agriculture was 1.14% of budget expenses. In 2012, this indicator grew to 1.83%#, but
such insignificant growth did not change the general picture. Almost no investments
made into the country were directed at agriculture. For example, 457.8 million GEL
was invested in the agrarian sector in 2010, which is 11.4% of the total investments
made during the year. Only 1.9% of these were foreign direct investments®. The lack
of interest from investors (particularly foreign investors) in the agrarian sector was
obvious.

During this period, the productivity of rural areas continued to dwindle. In 2010, the
agrarian sector produced added value of approximately 70 USA dollars per employed
person, which was 7% less than the subsistence minimum of a working age man.
Income from the sale of agrarian products was only 21% of the total monetary income
of household economies. Only 28% of household agrarian output was turned into
products, and the remaining 72% was consumed by the growers. Comparing these
data to data from the 1980s, when 45% of the agrarian output of private units was
turned into product, we will see how much the level of sales of household economy
products has decreased (Archvadze, 2010). Accordingly, the proportion of agriculture
in the gross national domestic product also dropped*. If we consider that almost 3/5
of the active population (1,944,900) live in rural areas'?, it is clear that the situation in
the agrarian sector is grave.

In 2004, the government implemented a number of legislative changes to improve the
conditions of rural residents by liberating small peasant economic units from any
liabilities to the state. If its annual turnover did not exceed 100,000 GEL (in 2010, this
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limit was increased to 200,000 GEL), the primary agricultural product was exempt
from value-added and profits taxation.

This legislation brought mixed results; it weakened incentives for cooperation among
peasants because enlarging economic units would increase transaction costs instead of
reducing them. As for large enterprises, they received the opportunity to do a
substantial part of their turnover Oin shadow0, thus increasing profits. Because 80% of
the agrarian sector is involved in subsistence farming (Gogokhia, 2011), a type of two-
level economy emerged, which was a combination of formal (or half-formal) and
shadow economies. On one side were large farms that act in the shadow economy and
in the formal economy to increase profits. On the other side were small household
economic units, which understandably preferred to stay informal. Although
cooperation, enlargement and formalization of activities might improve their
economic perspectives, the process involved more risk and responsibility. They might
face the necessity of becoming part of a type of patron-client relations while dealing
with business partners, banks and the state.

Of these two D large and small enterprises D the government sided with the large
enterprises and, since 2010, has based its agrarian development policy on them. As
opposed to the efforts of international organizations!? that assist in creating
agricultural cooperatives, the government chose to try to attract local and foreign
investment in the agrarian sector through a massive privatization of land.

According to 2010 legislation, the standard starting sale price of state-owned
agricultural land increased significantly, whereas the property tax for agricultural
land increased under the new 2011 Tax Code, in some cases two or three times. Since
2011, the procedure for leasing state-owned land has been abolished. To keep land,
the leaseholder had to pay 1,000 GEL for 1 hectare of land fit for privatization, apart
from increased property tax. For many, this was enough reason to abandon their
rented land and cease economic activities's.

These initiatives triggered conflicts concerning land ownership rights. Land that was
frequently used by peasants B and which they considered to be their own b was
handed over to an investor. The situation became particularly tense with land used by
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villages, such as pastures or meadows. The village residents that depended on cattle
for maintenance lost a vital resource.

Selling the land to investors was made easier because the land was controlled by the
Ministry of Economics. Neither village nor municipality had any means to influence
the process.

In 2012, future forms of village economies and the social and political organization of
villages continue to remain unclear. Will household units continue growing poorer
until they are pushed out from economic activities? Or will the human and agrarian
resources of the villages become involved in effective production? The answers to
these questions depend on what policy the state implements in the near future with
respect to agricultural policies and establishment of self-governance.



S

Privatization and the New Public
Management

CONTENTS

Management structures in Western European
local governments 94
The New Public Management 97
Management changes at the sub-national level 100
Conclusion 107

Many of the trends this book discusses concern the external relationships
of local public bodies. The chapter on regimes, for example, focuses on the
relationship between the business community and local political leaders
and bureaucrats. The main theme is how institutional fragmentation
generates an extended network of policy-makers. Whilst such changes are
the most obvious aspect of a move from government to governance, the
transformation rests on two pillars: one is external to public organizations;
the other is internal to them. These two aspects of change complement each
other. Just as the field of local politics has become more networked and
interdependent, so organizations have become more internally differ-
entiated. Local governments have broken down their internal barriers,
contracted out some of their functions, flattened many of their hierarchies
and sought to be more entrepreneurial in their styles of management. When
thinking about local decision-making, the terms flexibility and complexity
describe the internal management of local organizations as much as their
external relations. Both internal and external reforms complement each
other in the way they drive the reform of local political systems. Governance
is as much about public management as coalitions. Indeed, observers may
claim the reforms of the internal structure of local government and other
public bodies are hard to reverse whilst public—private partnerships and
policy networks are often unstable.

It is not enough to show that local governments and other public
organizations have reformed, since it is possible to find evidence for awide
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range of organizational innovations. To support the argument of this book,
the evidence needs to show that the changes have a logical and empirical
unity and that they relate to and constitute the move from government to
governance even though there is substantial variation according to nation-
state and place. Whilst this task is hard with the politics of networks and
regimes as they frequently vary, common policy problems and the role of
the private sector make coalitions and networks recognizable in cities such
as Milan, Lille and Barcelona even though the members of such networks
have different functions, powers and sets of ideas. The task of comparing
management reform is more difficult because it is about the functioning
of institutions that are highly distinctive. Moreover, the intellectual ideas
about management reform since the 1980s, those of the New Public
Management (NPM), often lack intellectual consistency and do not appear
to be a coherent programme. Notwithstanding the powerful criticisms
of NPM, the chapter argues that the radicalism of its ideas and their rapid
adoption into management practice complement the Europeanization
of local government and the emergence of regimes. The chapter first
reviews the management structure of traditional local and sub-national
governments before moving to consider the impetus and direction of NPM.

Management structures in Western European local governments
The traditional framework

Organizational structure forms an important distinction between northern
and southern local government systems. The welfare states of Western
Europe decentralized functions to local governments whose bureaucracies
developed hierarchical structures to administer public services. Large
numbers of personnel deliver services directly. Specialized bureaus
provide support for the front line staff. Directors and middle managers
co-ordinate the organizations. Such a structure is similar to Mintzberg’s five
elements to an organization: 1) the controlling apex, the top management
and company board; 2) the middle management; 3) the operating core;
4) the technocrats; and 5) the service departments and ancillary services
(Mintzberg, 1983). The in-house approach easily described traditional
local government organizations with their departments divided on the basis
of function, the hierarchical bureacracies, control by committees and
specialized departments providing support (Leach et al., 1994).

In the UK, where local government takes up about a third of public expen-
diture and about 10 per cent of GNP, local government is an important
branch of the welfare state. The model was that many local services are
drawn into the organizational structure of the elected local authority or set
of local authorities in tiers of administration. These bodies have at their
head a political authority, a council of elected representatives that votes on
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policy and may delegate responsibilities. The elected council is sovereign,
but it does its work in council committees. Because of the strength of local
political organizations, if one party gets a majority of seats it can control
the whole business of the council. The lack of direct political authority and
a weak political leader of the council, who draws from among the ruling
party group, means that the centre of the local authority was weak. Power
was decentralized to committees that correspond to the service divisions
of the council, such as social services, housing and education. The chief
officer of the council used to be the clerk, who was usually a lawyer and
had the formal role of co-ordinating council business. Because parties
control voting, the councillors who sat on committees are generally loyal
to the ruling party group or powerless members of opposition parties.
Committees tended not to decide many policy matters themselves. The
political and bureaucratic leadership drew up the business of the council
beforehand and managed the agenda internally for presentation and
approval. Power rested with the ruling group and with the permanent staff
of bureaucrats in each service division. In traditional bureaucracies,
directors of the service divisions are important posts.

In a large part of the post-war period local authorities took a highly
hierarchical structure based on these empires. Their authority, which
was largely reinforced by a growing professionalization of qualifications
and organizational cultures, meant that officers who worked in a service,
such as housing, would have trained as housing officers, have housing
gualifications, go to housing conferences, moved either upwards within
the authority or across local authorities, but always within their sector. The
result was little contact between the different divisions of the authority,
and cultures and ways of working varied according to the nature of the
task. Cross-authority services tended to be weak, such as the chief
executive’s office, department of finance and the legal department.
Hierarchical sets of structures were often insulated from each other. The
culture was slow moving and did not reward merit. Public sector unions
were powerful.

Management reform

Management reforms hit local authorities in the 1960s and 1970s, influenced
by developments in the private sector. Scientific management models and
central planning systems led to proposals to create large corporate local
authorities, which influenced the local government reorganization of 1972.
The most significant change was recommended by the Bains Report of
1972, which promoted the introduction of chief executives, research units
in local government and new management techniques like Operational
Research. Though the changes created more of an effective organization at
the centre, they left the municipal empires intact and reinforced a system
of hierarchical management.
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Just as in the UK, many systems for local management were reformed in
the 1960s and 1970s. Many northern European countries reduced the
number of territorial units in response to the expansion of welfare states
and central government demands for efficiency (Dente and Kjellberg, 1988).
The effect of the modernization of local government was that management
became even more hierarchical and co-ordinated by special management
units from the centre, based on specialized advice and scientific policy
analysis. The interest for students of management change is that this change
occurred just before the fragmentation and de-centring of public organ-
izations of the 1980s. Such a quick turnaround might appear to be consistent
with a move between Fordism and post-Fordism or between government
and governance. Given the argument that the transformation of local
government depends on long running trends in the economy and in the
evolution of scientific knowledge, it seems ironic that in the period before
the change, central and local government reformers were intensifying the
Fordist hierarchical model.

One consequence of the reorganization of local governments in northern
Europe, such as in the Netherlands, was that they acquired a professional-
ized structure much like the UK pattern described above. The Netherlands
had a ‘monist institutional setting’ (Hendricks and Tops, 1999: 135) since
power flowed from the Burgomeister downwards. Such hierarchical
structures were similar to those in other parts of northern Europe, such as
in Germany (Dangschat and Hamedinger, 1999), which had a similar
organizational form (Gunlicks, 1986). There are sources of variation, such
as in the extent to which bureaucratic culture reflects a legalistic approach
to administration and the role of the core executive.

Bureaucratization could never proceed far in the southern European
counties because of the small size of many municipalities. In France,
for example, many municipalities have fewer than 200 inhabitants.
Nevertheless, the larger communes developed bureaucracies to administer
services such as social welfare. Whilst elected local government lacked
a functionally specialized local bureaucracy, the institutions of the central
state provided the equivalent form. In education, the decentralized bureau,
the rectorat, takes a classic organizational pattern, with a strict hierarchy
(Cole, 1997). However, a good description of the pattern of administration
needs to encompass the extensive contracting out of service provision to
private companies and parapublic organizations (Lorrain, 1987, 1991).

The basic legal principle derives from the French revolution: individual
private ownership is a human right. So private ownership and private
business may trump public ownership and business in the commercial and
industrial fields, which means that a public authority can do business (sell
goods or services to its own community within the restricted limits of public
interest criteria) only when no private enterprise acts in the area and when
itis in the public interest, such as to promote public health and safety and
equal access to services. Many companies formed in the late nineteenth
century in response to local problems, first for water distribution and then
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for other services (Lorrain, 2000). They expanded greatly in the 1950s and
were joined by a new organizational form, the semi-public company, the
mixed economy society (I conomie mixte). The longevity of these companies
and the complexity of their structures are a reminder that contracting out
of services and complex interorganizational forms are not purely aspects
of the transition from government to governance. In the UK many private
companies also provided services until they were nationalized by local
authorities or made part of publicly owned national companies in the
1930s and 1940s. The existence of such companies in France meant the
bureaucracy did not take such a classic form, as indicated by the Mintzberg
scheme.

As in other matters, the rest of the southern group partially resembles the
French pattern, with weak communes and highly developed central states.
Italy’s communes are small as well. In the south they did not supply many
municipal services, though in the north they provided education and health
care (Dente, 1991: 110). In countries that had been ruled by centralized and
undemocratic regimes until the late 1970s — Spain, Portugal and Greece
— local bureaucracies were not that developed (Christofilopoulou-Kaler,
1991). Since the late 1970s, local bureaucracies have expanded as the centre
has given communes political independence and more services. But it would
not make sense to call these organizations Fordist in their structures. They
were too closely linked to central government organizations.

This historical discussion neatly follows the institutional divide between
countries that developed their welfare states and gave local authorities the
task of administering them and those places where local government
organizations were small and undeveloped. The move toward governance
may involve two related but different processes. In the north it concerns
the restructuring of traditional bureaucracies along the lines predicted by
NPM; in the south, it involves the re-elaboration of complex forms of
bureaucracy and private sector organizations. Given that the pressures for
reform affect service-orientated bureaucracies and existing management
systems, the reform impetus may affect the bureaucratized and state
dominated countries of France, Italy and Spain much less than the UK, the
Netherlands and the Nordic countries.

The New Public Management

There is an international movement to reform public administration
(Kickert, 1997; Lane, 1997). Governments throughout the world reformed
their public bureaucracies often in the name of the New Public Management
(NPM), though with great variation across and within countries. Whilst
NPM seems to have a clear set of doctrines, once it is looked at more closely
its apparent clarity starts to dissolve and to turn into a set of slogans and
contradictory reform programmes. Whatever the case about the coherence
of NPM, public sector management has experienced a long period of change
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since the early 1980s, and continues to do so. The question for social
scientists is how to understand current management practices and ascertain
their consequences.

Traditional public administration

Itis useful to recall the old public administration. This task might seem easy
atfirst as the image is of the progressive era, with the importance reformers
placed upon the formal principles of public administration: clear hierarchies
and public values underpinning the exercise of power and the attempt at
neutrality. There was a long career pattern and the assumption that public
sector values matter. Underpinning the system was a justification of the
role of the public sector which rests on different principles from business.
Public provision is not about markets; a range of values may apply to public
policy, and the public sector responds to the political direction of demo-
cratically elected governments. Another important value is professionalism
where specialized forms of knowledge and expertise govern policy-making.
But what was covered under the old public administration was actually a
large number of practices — some to do with hierarchy and control, some to
do with the values of bureaucrats and others to do with the autonomy of
the bureaucracy and professionals. The key principle was that markets do
not have a place in public administration and that the values of public
service are important even when taking into account the long traditions of
private sector provision in some countries.

Factors leading to change

So why did this framework change, particularly in the UK? The first factor
was the long-running debate about failures in key services, such as
education and policing, that led to the questioning of the authority of
professionals and trade unions and encouraged bureaucrats and politicians
to seek new solutions and to be receptive to the rhetoric advocating
wholesale reform. The second factor was fiscal austerity caused by rising
costs and demands to reduce taxes in many Western countries in the 1970s
and 1980s. The third factor was the emergence of more populist political
movements manifesting themselves as critiques of bureaucracy and waste
in government. The fourth factor was the growth of public choice ideas in
academia that gradually affected the think tanks and then the views of
politicians, particularly those of a right-wing persuasion. The fifth factor
was the wave of private sector reforms in the 1980s that led to structural
change in many large financial corporations. These changes were fed into
the public sector by consultants that had both private and sector practices.

It is not possible to consider NPM without discussing Osborne and
Gaebler’s Reinventing Government (1993). It is important, however, to be
careful not to claim that this book alone influenced world reforms, nor did
it sum up the whole of governments’ programmes for change. Much
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happened before. Also it is mainly based on the USA. But it is important
none the less as it was the management guru book for the public sector. It
tried to put all the modish ideas of the time together and sought to influence
managerial practice and government reforms. It saw itself as the equivalent
to Peters and Waterman’s In Search of Excellence (1995). The authors had
undertaken many consultancies with the public sector. The book makes
many predictions of a shiny future that awaits public management if only
reformers seize on the main ideas. It laments the continuing state of public
administration that is still locked into the assumptions of the progressive
era and makes the argument for entrepreneurial government. The book
argues that it has been a long time since the last reinvention; so now is the
time for the new era.

According to Osborne and Gaebler, entrepreneurial government
guestions the values of traditional bureaucracy and believes that the public
sector can be transformed by the power of leadership, the introduction
of market mechanisms and a focus on results and decentralizing power.
Traditions of progressive administration are not suited to such a fast-
changing global world. NPM sees itself as a new paradigm based on
entrepreneurial government, the need for risk-taking and for government
to be like business. Its catch-phase was ‘steering not rowing’ and it argued
for decentralization.

There are several elements to the NPM doctrine. First, it focuses
on leadership by giving power to entrepreneurs/managers, ending red
tape, limiting hierarchy and formulating mission statements. Secondly, it
advocates market mechanisms, such as competition in the public sector,
contracting out, privatization, the exercise of consumer choice and decen-
tralization within bureaucracies. Thirdly, it believes in results-orientated
public administration, focusing on outcomes rather than processes, putting
the customer or consumers first, measuring outcomes and introducing
performance related pay systems. Fourthly, it argues for the decentral-
ization of power to citizens and away from traditional bureaucracies. It was
widely adopted by US and UK politicians and it became a synonym for
competitive government.

NPM across Western Europe

The implication for local governance in Western Europe is that NPM ideas
diffuse both across nations and to the sub-national level. The claim of
universalism is that any administrative system would be subject to such
changes. Whilst in part internal organizational reforms are a pillar of the
transformation from government to governance, the NPM version is
strongly reductionist and does not greatly take into account the variations
in sub-national governing systems. Indeed, it is possible to mount a severe
attack upon the claims of NPM. In the view of Pollitt (1993), NPM has had
a brief existence, which followed from the earlier neo-Taylorist reforms, but
was undone by its contradictions and vagueness. NPM is a fad that contains
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all the rhetoric of markets and entrepreneurialism, but has everything else
stirred in, so it can appear as anything to anybody. Hood (1995) argues that
traditional public administration systems are varied anyway; there is no
global convergence to one model of administration as management practice
remains locally distinct. Moreover, some systems have not changed.
Institutions and context count for more than global theory. NPM is an
incoherent amalgam of arguments that do not hold together. Moreover,
culturally different variants of NPM can be identified. Osborne and
Gaebler’s types become in effect a ‘public management for all seasons’.
Some countries with large public sectors engage in cost cutting. Many NPM
reforms are unstable and become unpicked, especially when the negative
consequences kick in. Hood has a powerful critique, but it seems to hover
between accepting that NPM is powerful and dismissing it.

The implications of these critical perspectives is that research should
find no coherence to management reform. An alternative approach is to
acknowledge that managerialism does have a powerful set of ideas
about competition, measuring performance, thinking about incentives and
reforming the hierarchical structure. The introduction of the doctrine means
that similar but not identical management reforms appear; they adapt and
change over time; they change at different rates and in contrasting formsin
Western European countries. Some countries are receptive to the reforms,
such as those in northern Europe. Others, with stronger state traditions and
entrenched bureaucratic routines, do not adapt so fast. But it is possible
to observe management reform in Western Europe just as in the rest of the
world. The task of the rest of the chapter is to see if the cynics are right and
to find out the extent of management change that has transpired.

Management changes at the sub-national level

The UK has experimented with a wide range of management reforms
since 1979 (Leach et al., 1994; Stoker, 1999). Whilst there is continuity, such
as the continuing division of bureaucracy into services and a corporate focus
in some local authorities, these reforms have transformed the internal
structure of local authorities, revolutionized executive leadership, created
a new set of organizations that local authorities need to deal with and
shifted the culture of local government, though with some considerable
variation both within and across local authorities. The most important
change has been the contracting out of services to the private sector or to
other organizations promoted and compelled by central government since
1980. Contracting out is one of the mechanisms to increase competition or
establish a market-like mechanism in the provision of public services along
with internal markets and charging. It is important not to confuse tendering
with privatization. Contracting out is a mechanism to transfer services from
direct state provision to another organization. The contractee need not
be a private company, as it can be a management group or even another
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public organization, such as a another local authority. The purchaser
specifies the activities in a formal document, makes the contract and
monitors performance; then the provider delivers the service. There are
a variety of ways of carrying out contracting out, in particular through the
terms of the contract, the extent of monitoring and the degree of
competition.

Modern contracting started from experiments by Conservative controlled
local authorities in the late 1970s and early 1980s. The first bodies the
government reformed were direct labour organizations in the 1980 Local
Government, Planning and Land Act and local public transport from 1984.
Then the Education Act 1988 introduced a form of contracting out,
with schools holding budgets. The Local Government Act 1988 required
the tendering of further local services, such as leisure. Contracting out is a
major change in the management of local authorities since it removes the
direct providing element from local authority bureaucracies and changes
the shape of the Mintzberg diagram. As some of the evidence suggests
(Walsh, 1995), there are some long-term effects of contracting out on the
management of public services. Not only were there cost savings, but local
government revamped its management structures, tightened its organ-
izations and moved away from highly entrenched routines that were
dominated by the demands of public sector trade unions. After 1997 the
Labour government continued this approach to public management.

Changes to the nancing of local services

The government introduced the Private Finance Initiative in 1993. It turned
many capital projects into private sector financed ones where central
government gradually repays the loan from the private sector whilst it uses
the service. More directly there was the privatization of local authority
assets, the most important of which were council houses since 1980. These
direct sales have partly been superseded by transfers of local authority
owned housing stock to housing associations that are not private landlords,
but are associations that manage social housing.

There was a series of measures, the most important of which was the
delegation of budgets to schools, which transferred power away from local
education authorities to schools themselves. The local education authorities
had to court schools rather than direct them because they now depended
on schools deciding to buy services in. The effect of these reforms was to
break up the traditional bureaucratic structure of local government and
transfer elements of it to other organizations. These changes are an essential
part of the move to governance where there is management in more open,
decentralized networks.

Less discussed are the more informal changes introduced to public
management. In particular, the measurement of local authority perform-
ance, such as school league tables, has become common practice. Many
measures have been promoted by the Audit Commission, created in 1982,
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which was not just about managing the UK audit service, but took on a role
to promote economy, efficiency and effectiveness in local government and
other public services. It is important to realize that these measures have
long-term effects within local authorities. The results have shattered the old
management culture. Local government is faster, leaner and more flexible,
though observers need to be wary of the ways in which organizations and
their cultures adapt to ideas and frameworks and manage to retain their
power by learning new languages, tricks and ways to access resources.
Management fashions are powerful partly because authorities compete
with each other. Moreover, officers view closely their counterparts in other
authorities. It makes sense for managers to adopt the latest reforms to
advance their careers and the status of their authorities. On the other hand,
justas in the rest of Europe, public bureaucracies resist change or find ways
of adapting to it. Even in the face of major reforms of their organizations,
local government maintains its values and practices, often weakening the
effects of the reforms (Lowndes, 1997, 1999).

Many reforms came from sub-national government. First, the delegation
of budgets to service providing units was pioneered by local government
in the 1980s, such as by local education authorities. Secondly, there has
been the decentralization of service provision pioneered by Tower Hamlets
and Islington, which was part of the Liberal Democrat Party’s mission,
but became widespread. The idea is to place services in a ‘one-stop-shop’
that can deal with all the client’s needs and problems. These programmes
have management costs. Thirdly, management experiments, such as the
client—contractor splits in many local authorities, effectively divide members
of staff into two groups.

No other Western European country has reformed its system of sub-
national government according to the dictates of NPM as much as the British.
Even countries that have been enthusiastic followers of management
fashions have reformed central or state structures first with sub-national
governments following rather than leading the reforms. The relative
slowness and diversity of management change in the rest of Western
Europe could support the idea that the UK has been exceptional in its public
policies and institutional reforms, reflecting the dominance of right-wing
governments during the 1980s and 1990s, the weakness of the state in Britain
and the influence of ideas from the USA. If anything, the rapidity of
management change seems to show how Anglo-American and limited are
the ideas in the governance debate. The review below probes the extent to
which management change in Western Europe complements what may be
observed in the UK.

The Netherlands

The strongest case for the application of NPM ideas is from the northern
group. NPM took hold in the Netherlands during the 1980s under the
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influence of the Anglo-Saxon countries, reflecting the willingness of
Dutch reformers to engage with UK and US ideas (Hendriks and Tops,
1999). Municipalities experimented with business practices and contracting
out (Snape, 1995). There were some prominent examples, such as the
municipality of Tilburg. As elsewhere, the impetus to reform was fiscal
austerity; municipalities considered reforms that would increase efficiency.
A culture emerged that was critical of the hierarchical methods of delivering
services and accepted modern business practices. Reforms of the
organizational structure of the local authority sought to divide its structure
between the central ‘holding authority’ and product divisions. The central
bureaucracy developed specialized instruments to review the production
and delivery of services. Municipalities tried to create a risk-taking culture.
Finally, local authorities reviewed their activities to see if they needed to be
performed. As Hendriks and Tops report, the reforms led to more energy
and innovation in Dutch local government, but by the 1990s the zealous
programme waned as local politicians and reformers experimented with
measures to rediscover the role of the citizen in local politics and adminis-
tration, and new forms of consultation (see Chapter 8). In the meantime
NPM ideas receded into the background. However, other commentators
note that the 1990s also saw the application of NPM ideas in local policy,
especially inits implementation by the municipalities (Denters et al., 1999).
In Ireland the government has recommended that local authorities adopt a
framework of performance indicators and that the central government
should not have such detailed controls over local government (OECD,
1997).

Germany and Switzerland

German local authorities have reacted more slowly to NPM ideas (Hendriks
and Tops, 1999). In the 1980s there was resistance to the market ideas
that local administrators and politicians associated with right-wing govern-
ments of the UK and the USA. These ideas appeared to undermine the
values and character of the German administrative system based on the
rule of law. Continuity and stability characterized the country’s system of
public administration (Benz and Goetz, 1996). Reforms started to emerge
in the 1990s, challenging the bureaucratic model of administration, partly
affected by reunification and fiscal austerity (Reichard, 1997). These mea-
sures started at the local level with experiments in privatization, functional
decentralization, transparency in financial administration, budgetary
reform (for example, global budgeting), defining products, quality manage-
ment and one-stop-shops. A few pioneers, such as Duisburg, Cologne,
Offenbach, Hanover and Nuremberg, introduced new policies, with many
other local authorities following suit. Local councils contracted out services
and searched for efficiency savings. They sought to measure outputs. They
also borrowed from earlier experiments in the Netherlands, especially from
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the city of Tilburg (Hendriks and Tops, 1999), as well as developing a less
market-orientated version of NPM, the ‘new steering model’, pioneered by
the national association of cities and applied in cities, such as Berlin
(Schroter, 2000). From a slow start, Germany has embraced NPM ideas
rapidly (Wollmann, 2000), though the application and debate take a
different form from elsewhere. The German reforms appeared as a result
of fiscal austerity rather than central or state level imposition. The reforms
have not been driven by a neo-liberal agenda, but have derived from
experiments and discussion amongst practitioners. Finally, there has also
been municipal privatization, such as of the municipal water industry,
adopted because of the massive capital expenditure needed (Reidenbach,
1997). There has been privatization or contracting out of telecommuni-
cations and waste management. Similarly, in Switzerland, municipalities,
such as the city of Berne, have experimented with new public management
ideas, such as defining the outputs of the service and incorporating reports
of the satisfaction of users (OECD, 1997). A number of other cities, such as
Lucerne, Zurich and Winterthur, have adopted a similar set of reforms.

Scandinavia

Nordic countries show the differential emergence of NPM ideas. They have
resisted full privatization, but have sought to improve the commercial
foundations of their organizations (Lane, 1997). Local governments have
wanted to move away from the Weberian form of bureaucracy and have
experimented with internal markets. The countries of Sweden, Norway,
Denmark and Finland embraced NPM ideas cautiously. Sweden shows
some emergence of market ideas and managerialism in the 1980s as the
Social Democrats moved away from their support for traditional bureau-
cracy. At the local level, municipalities adopted a business model, sought
to break up their bureaucracies and contract out services (Wise and Amna,
1993). Cities set up procedures to manage by objectives and introduced
the purchaser-provider model (Montin, 1992, 1993, 1995). In many cities,
such as Stockholm, the impetus was financial. The local authority needed
to make budget savings (Almquist, 1999). Many authorities introduced
guality management schemes. Also, central government seeks to monitor
performance through inspections.

There is a different story in Norway. In the 1970s, many Norwegian
municipalities were reformed according to the ideas of corporate manage-
ment (Baldersheim, 1986 cited in Bukve, 1996). Later in the 1990s, central
ministries required local authorities to provide information, but there is no
move to monitor performance systematically (OECD, 1997). Norway has
not developed its auditing functions as much as other countries, such as
Sweden. However, it has adopted charters and guarantees to enshrine the
rights of individuals to specific services.

Denmark also found it hard to adjust to the legacy of local government
reforms of the 1970s. There have been some debureaucratization reforms
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under the influence of the centre-right governments of the 1980s that sought
to simplify regulation and to reduce planning controls. Governing bodies
for schools and other schemes for user participation emerged in the 1990s
(Torpe, 1992). Also there has been an attempt to merge private and public
sector principles in institutional design by transforming public organ-
izations into private sector companies (Lane, 1997). Overall, the Danish local
authorities managed to escape some of the NPM reforms, though the
Ministry of Local Government publishes quality standards which are used
to inform local decisions. There has been some development of performance
initiatives at the local level (OECD, 1997) and local authorities have focused
on Total Quality Management (TQM), decentralization, and instituting the
influence of users, such as parent boards for schools).

Finland has experienced NPM reforms that seek to move to results
orientated management and the use of market mechanisms, though the
state has held back from monitoring local government because of the
consitutional protection and belief in local self-government (OECD, 1997).
Some municipalities have developed standards of service quality.

France

In France, as Lorrain (1997) points out, privatization has generated much
less debate than in the UK, but there have been profound changes none the
less, many initiated by the private sector. Business has enhanced the role it
plays in French public administration, such as over water production,
cable and transport. As Lorrain argues, this development has been helped
by the decentralization reforms and the retreat of the state. With the retreat
of central government, mayors turned to the private sector for partners
(see Chapter 3). During the 1980s and 1990s extensive privatization of
locally owned public utilities occurred. What happened in France is that an
already fragmented and partially privatized form of public management
has been extended and that private sector ideas and practices have
influenced the public sector, creating what Lorrain calls the para-public
sector. The nationalized industries that operated at the local level became
organized more on market principles and policy-makers addressed the
cross-subsidization of public services. Yet the application of NPM ideas
to public sector organizations has been relatively gradual, both at the central
and local levels. Whilst the state has re-conceived the role of public
organizations, the system of contracts that emerged in local policy and other
areas was not a revolution in public policy. Rather, it was a restatement of
the hierarchy and authority of the central state (Le Galés and Mawson,
1995). France’s powerful system of public law conflicts with the NPM
doctrines of efficiency and flexibility (Guyomarch, 1999).



106 LOCAL GOVERNANCE IN WESTERN EUROPE
Spain

Like France, Spain has a tradition of private sector provision by companies
founded in the late part of the nineteenth century. There are some large
companies, such as Formento de Constructiones y Contratas (FCC) and
Societatad General de Aguas de Barcelona (SGAB), now called Grupo
Agbar. Spain also has a tradition of state provision of services that were
nationalized or taken from municipal authorities during the twentieth
century (Fernandez, 1997). Since 1975 Spain privatized or contracted out
many local services, such as water, public transport and waste collection.
As in other countries, waste collection and street cleaning have been
extensively contracted out. There has also been a transfer of responsibilities
from direct control by the municipality to syndicates. Such efforts may also
be observed in Portugal, where municipalities have privatized their water
supply and waste management services (Financial Times, 8.11.95).

As in France, the progress of NPM reforms in Spain has been limited by
the power and salience of the traditional bureaucratic state whereby
municipalities are subject to strict legal controls and have their foundation
in law (Calderon and Cabrera, 1991). The numerous regulations limit the
flexibility municipal organizations have in responding to change. It also
means that bureaucrats have limited discretion and are subject to rules of
financial accountability. More generally, there has been less support for
management change in the Spanish state than elsewhere in Europe, partly
because of the expansion of the public sector and because of low academic
and expert interest and knowledge about public management (Boix, 1996).

Nevertheless, some municipalities have experimented with new forms
of organization. Since 1979, Barceclona City Council has introduced a
decentralized administration to improve services, promote the use of new
technology, encourage citizen participation, bring management closer to
the citizen and act as an agent of social policy (Amoros, 1996). Over time,
the council focused more on the administrative tasks of decentralization
rather than on political objectives. Decentralization assisted the introduction
of new technology. It also led to a rationalization of staff activities and
an improvement of information storage and retrieval. A further example of
management change was the attempt to reduce the amount of regulations
constraining (and also empowering) local officials, such as those in Valencia,
or creating one-stop-shops for citizens to interact with different services in
one place (Mateo, 1991).

Italy

Italy’s experience of privatization and NPM differs from France and Spain,
since there is less of a tradition of providing services privately. Many
functions were provided in house, such as cultural and social services;
others, such as water, refuse collection and disposal and transport, were
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provided by semi-autonomous communal agencies. Moreover, the move
to more flexible forms of service delivery has been much slower and
incremental than elsewhere. As Dente (1991) writes, fiscal pressures on local
government and the expansion of demands upon local services provoked
something of a rethink. Moreover, central government required local
authorities to seek ways of providing services more efficiently and there
were severe constraints in replacing staff. Dente describes the gradual road
to private provision, with the initial search for temporary staff, then
working with a ‘service co-operative’, followed by buying products, such
as school lunches, with the final step a contract with a private organization.
Dente notes the slow pace of change in the 1980s and also the caution public
authorities have shown when contracting services out because of fear of
handing over control to the Mafia. Italian elites showed no ideological
commitment to privatization and contracting out. Since that time the growth
of the importance of business people in Italian politics has meant more
public commitment to business practices. Strong mayors have pursued
privatization policies. In Trieste, for example, privatization has been
advanced with the selling off of land and contracting out of municipal
services (Somma, 1999). The city’s mayor, llly, trumpets the idea that local
administration should become like a business concern.

Conclusion

This survey of developments in management and in public ownership
shows the diversity of experiences at the local level in Western Europe.
The variation encompasses the managerial revolution in the UK and the
Netherlands and the weaker trends elsewhere. As with other develop-
ments discussed in this book, the UK can seem to be the odd country
out, with a centralizing central government and pro-market policies. Both
Conservative and Labour enforced NPM ideas as well as privatizing and
contracting out services. Elsewhere in Western Europe the changes have
been slow and more voluntaristic. This aspect of governance appears to be
an Anglo-Saxon idea, with only the Netherlands keen to imitate this pattern.
Whilst commentators agree that the changes in the UK have been more
centralized than elsewhere (Batley, 1991; Stoker, 1997a), the contrast is more
a question of degree than a fundamental distinction. As the chapter
discuses, many changes in the UK were bottom-up and the writ of central
government is never as extensive as it appears. Moreover, developments in
the rest of Western Europe belie such a distinctiveness as the public
management reforms in Germany, Sweden and France show. Municipal
privatization has been a universal phenomenon as resource-poor local
governments have been attracted by the cost savings and promises of
investment.

If NPM and municipal privatization is not just a British phenomenon,
the second set of arguments would see it as a feature of ‘northern’ local
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government systems. The argument is that the large welfare bureaucracies
are particularly vulnerable to reform because of the demands of service
efficiency and the prior prominence of hierarchical bureaucracies. These
countries have a tradition of reforming local government boundaries and
organizational structures in the interests of efficiency and subscribe to
professional forms of administration. It is no surprise that some of these,
such as the Netherlands and Germany, leap on the NPM bandwagon. In the
south, in contrast, the strong central state is hidebound by legal rules,
procedures and the established baronies of the professional corps. Local
bureaucrats and politicians are less focused on the quality of services and
are less likely to find reforms attractive. The evidence suggests that NPM
reforms found their natural expression in some northern countries, but did
not transfer to the classic southern countries. But the analyst must be careful.
Within the northern group some countries have been faster than others to
adopt NPM. Germany took to the ideas much slower than the Netherlands.
There is a differential rate of reform within the Nordic group. Nor is NPM
much in evidence in southern local government systems. It diffused to
France, Italy and Spain. The attraction of municipal privatization is Western
Europe-wide and cannot be restricted to the north. Rather than a strict
north—-south divide, a variegated pattern has emerged.

The adoption of these ideas is particular to contexts. Ideas cross
nations and between levels of government. Reformers adapt them to fit in
with their own systems of government. Ideas may also engage with older
practices. In Scandinavia many of the management reforms followed on
from the previous experiments with private sector ideas in the corporate
management revolution. Such national variation and recycling should not
be seen as evidence of insubstantial cultural forms that only hold together
through a belief in myth. When speaking of new forms of governance, as
earlier chapters discuss, identical forms of management practice are
unlikely to emerge; rather, central-local government systems develop in
ways that reflect their heritages. There is no contradiction between arguing
that institutions and context count and observing a marketization of
management and enterprise in local government.

Such management change complements the fragmentation and multi-
plication of organizations. Just as public bodies have to negotiate a more
complex external environment, they have become more complex and
lose their centralized structured. By breaking down the hierarchies and
becoming like post-bureaucratic organizations (Barzeley and Armajani,
1992), local government depends more on interpersonal networks and
becomes more unpredictable. In this way one of the traditional foundations
for stable policy-making and routinized administration becomes weaker,
leaving the way open for more active and innovative forms of administrative
and executive leadership.
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FORWORD

The development of self-governance in Georgia over 25 years of the country’s independence has been challenged
with numerous complications as frequent efforts to reform the system have been translated into attempts to
develop and establish diverse models of municipal systems varying over a course of the time. The Georgian
system of local self-governance has a long way to go to perfection and as of today it is going through the
reformation. Therefore, it is important to rethink and critically analyze the past as this is they only approach that can
lead to elaborating an optimal strategy for future development.

The present paper is an attempt to highlight main tendencies and problems pertaining to the development of local
self-governance in Georgia between 1991 and 2015. It also seeks to revisit and analyze the past with the hope that
it will be interesting for academia as well as broader public.

The first part of the paper prepared in 2013 provides a general overview of the decentralization process in Georgia:

The second part of the paper Local Self-governance Reform in Georgia — 2013-2014 overviews the context prior to
the reform and a preparation process, a political process evolving round the development and adoption of Local
Self-governance Code in 2013 and perceptions of key stakeholders as well as post-reform implementation of the
new organic law in 2014 and related challenges. This part also describes motivations of the stakeholders and
delineates progress of the implementation as of January 2015 and future prospects.

We hope that the publication will help readers interested in the self-governance system in Georgia to rethink
challenges characteristic to this direction of public life.

Sincerely,
Konstantine Kandelaki

Chairman of the Board
The International Centre for Civic Culture
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PART I. LOCAL DEMOCRACY DEVELOPMENT IN GEORGIA (1991 - 2012) — POLICY
ANALYSIS

David Losaberdize

1. The general picture

For the last 20 years, following the restoration of its statehood, Georgia made some progress in creating State
institutions. However, a series of issues have remained unresolved during this period and one may observe regress
in some ways.

Development of local-governance is one of the issues in which many questions are still left without answers. Not only
decentralization process has not taken place in Georgia by standards accepted in developed countries, but we do
not even have a uniform and publicly thought-through concept about vertical distribution of power. The ongoing
changes are self-contradictory and incomplete often moving away from the determined course and individual
success stories are normally followed by stagnation and restoration of centralized governance methods.

The Georgian political elite has been referring to the country facing other more important issues as a reason of
impeded decentralization. In a way, this view is justified: against the background of political and ethnic conflicts,
destruction of centralized economy, protracted process of adopting market economy principles, and constant deficit
in human and financial resources, it seemed hard indeed for the country to think about developing local democracy.
In addition, other relatively successful reforms (accelerated privatization, building of the army, educational reform
and the recently strengthened social protection policies) required the highest level mobilization of State resources.

In addition to the declared reasons, the “low priority” of the decentralization issue had other serious and covert
reasons: none of the political teams in the government has been willing during the two decades to bid farewell to the
mechanisms of absolute Soviet-rooted control of power at lower levels. Every political force willing to come to power
was referring to the need for decentralization but, once in power, they were soon forgetting their promise and, relying
on local interest groups, were trying to protract as much as possible the full, absolute and indivisible domination at all
levels of government.

A glance at the processes this far makes it obvious that these processes have never been consistent with any single
way of development:

9 The first attempt to get rid of the communist heritage and make self-governance a reality was in 1991 when
multi-party municipal elections were held and a number of guarantees were created (community self-
governance) to ensure public participation in the decision-making process. However, these efforts were not
strong enough to fight down the negative aspects of a mechanism the central government has created to control
the local self-governance bodies (President-appointed prefects in the regions).

1 After the coup d'état in 1992, given the economic and political chaos, it was not far from being reasonable to
expect the government would think about conveying its powers to the local authorities. Districts and regions
were subjected to the control of district governors (Gamgebelis) and regional governors (envoys) appointed by
first the Head of State and later by the President.

9 The adoption of the Organic Law on Local Governance and Self-Governance in 1997 and the holding of
municipal election in 1998 have created starting conditions for decentralization. However, the newly-formed
system had strong features of centralized governance: heads of district executive bodies were appointed by the
center. The very name of the Organic Law was confirming the dual nature of local authorities
(elected/appointed). True self-governance bodies at grassroots level were town, village and community
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authorities. The law was vesting them with sufficient powers on the paper but, with lack of appropriate finance,
these powers remained a mere formality.

9 Following the “Rose Revolution”, centralization trends again became visible in the process of local self-
governance development. The Government-declared modernization doctrine was not leaving much space for
democratic processes. In 2006, the lower level of self-governance authorities was abolished on the ground that
the district level, which has largely become estranged from the citizens, would now have more opportunities to
mobilize financial and human resources. However, the districts soon started losing resources available to them
(shared taxes were abolished and their collection became a fully centralized process). In addition to all of these
factors, in 2007, the previously informal methods of exerting influence over local self-governance authorities
were strengthened at the legislative level and now they were backed up by the applicable law.

9 The hindered process of local democracy development has resulted in both reduced public involvement and
deteriorated quality of provided public services. The situation has worsened due to the political crisis in 2007
(forced breakup of the protest rally in November 2007, premature presidential and parliamentary elections
whose legitimacy was questionable, etc) followed by an armed conflict with Russia and economic crisis in 2008.
With these conditions in place, instead of starting a decentralization process, the Government took on reducing
the already meager powers of local self-governance authorities (by centralizing the water supply, waste
management and legal services). A single-party system coupled with a strong in-party hierarchical rule and lack
of any alternative political forces has created a serious gap between the society (especially, the communities in
the regions) and the political processes leaving only a single functional power to the self-governance authorities
to provide simply an appearance of democracy and collection of as many votes as possible for the ruling party in
time of elections.

These circumstances explain the indifferent attitude of the society and lack of societal demand. This environment, on
its turn, allows the ruling political parties to refer to lack of self-governance tradition in the country and of readiness
on the part of the public for such changes with the aim of endlessly protracting the local democracy development
process.

2. Legal framework

In discussing the legal framework applicable to local self-governance, major legislative acts to be mentioned are the
Georgian Constitution, the European Charter of Local Self-Government, the Organic Law of Georgia on Local Self-
Governance and several other laws. In addition, provisions concerning competences of local authorities are found in
several dozens of normative acts (industry-specific laws, mostly).

The Georgian Constitution (adopted in 1995) does not determine the country’s administrative and territorial
arrangement. Article 2(4) of the Constitution provides that “Territorial and State arrangement will be prescribed by a
constitutional law based on the principle of division of competences after Georgia’s jurisdiction is fully restored in the
entire territory of the country; rules of creation, competences and relations of self-governance bodies with State
organs shall be prescribed by an organic law.”

On 15 October 2010, the Georgian Parliament adopted a new version of the Constitution, which, inter alia, outlines
self-governance principles (these articles entered into force on 1 January 2011). The Constitution now has a new
Chapter VII1, which prescribes:

9 the election right but without an indication of a tenure of local legislative authorities (Article 101(1));

9 the obligation to consult with the local self-governance unit before any changes are made to its territorial
boundaries as well as when creating or abolishing a self-governance unit; (Article 101%(3));

9 principles of separation of own competences and competences delegated by the central authorities (Article
1019);

9 principles of separation of the property and finance of self-governance units (Article 1013).



In addition, self-governance units are now authorized to lodge constitutional lawsuits with the Constitutional Court of
Georgia (Article 89).

These amendments have constitutionally reinforced guarantees of operation of self-governance units. At the same
time, the new version of the Constitution has been amended to allow only locally registered citizens versus everyone
residing in the locality to participate in local self-government (Article 2(4)). Almost none of the Venice Commission’s
recommendations were taken into consideration when the Constitution was amended, especially those related to
inserting rules of specific division of competences, minimum guarantees for the protection of the subsidiary principle
and core principles of fiscal decentralization.

The European Charter of Local Self-Government was signed on 23 May 2002. On 26 October 2004, the Georgian
Parliament ratified the Charter which entered into force on 1 April 2005.

However, Georgia did not accede to a number of provisions of the Charter, including Article 5 (no change of local
authority boundaries without prior consultation with the local communities concerned). The principle of Article 5 of the
Charter is enshrined in the Georgian Constitution notwithstanding Georgia’s reservation.

The Organic Law of Georgia on Local Self-Governance is a major legislative act governing the operation of self-
governance authorities. The Law was adopted in 2005 replacing the previous Law on Local Governance and Self-
Governance. In later years, the Organic Law has been amended many times eventually reducing the actual powers
of local authorities and increasing the scope of issues in which the central authorities could exercise supervision and
control. This topic will be dealt with in more detail in appropriate chapters of this Report.

Other laws to mention are the Law of Georgia on the Capital of Georgia — Thilisi (adopted in 2005), the Law of
Georgia on State Supervision over the Operation of Local Self-Governance Bodies (adopted on 8 June 2007) and
the Law of Georgia on the Distribution of Revenues among Budgets (adopted on 28 December 2007).

Analysis shows, unfortunately, that law-making process in Georgia is characterized with a series of problems:

9 frequent changes in laws making the general environment not stabile (virtually every single legislative act is
amended dozens of times per year);

9 despite the numerous amendments, more than a hundred laws governing different sectors still need to be made
consistent with both the Georgian Constitution and the Organic Law on Local Self-Governance. Constitutional
amendments were not followed by appropriate changes in the relevant laws and the constitutional guarantees
are not further backed up in the legislation;

9 applicable laws contradict not only the Constitution but also the universally recognized legal principles (such as
property rights, the opportunity to defend own interests, subsidiary principle and so forth);

9 moreover, conflict of laws is a frequent phenomenon and, even worse, it is not seldom for various provisions of
the same law to contradict each other. This is true not only about conflicts between old and new laws but
legislative acts adopted on the same date (some of the examples are the two self-contradictory changes in the
Law of Georgia on the Capital of Georgia — Thilisi on 25 December 2009 and amendments made to a number of
provisions in the Law on State Supervision on 2 July 2010 that have already been changed on 22 October
2009).

Laws are seldom subjected to legislative expertise and often illustrate how spontaneous decisions of just a single
individual may suddenly become mandatory rules of law. Furthermore, it takes no hard effort to become convinced of
lack of reasonability of some of the legislative acts or individual clauses thereof. A classical example of a law that
makes no sense is the amendment made to Organic Law on Local Self-Governance on 27 March 2009 which gave
the local self-governance authorities the right to finance the functions of the central government using own local
resources should the center “so request”. Although this new rule contradicted the Georgian Constitution and the
principles of the European Charter of Local Self-Government and the Government declared it would only have a
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temporary nature, the validity of the rule was prolonged by amendment of 11 February 2011 until 1 January 2013
(Article 65?).

Another problem of a more serious type that is frequently encountered in day-to-day practice is the violation of the
hierarchy of laws:

9 often the orders issued by President-appointed envoys/governors or Government ministers contradict
legislative acts but local self-governance bodies are still obliged to comply with the orders and not the
legislative acts;

9 in addition to obvious protection of the ruling party interests, one can observe intensified selfishness in the
actions of local officials: the decrease in explicit financial corruption has developed into the increased
number of conflict-of-interest-motivated decisions at the local level;

1 anew other trend has also become obvious: public officials are now openly ignoring the recommendations
of international organizations.

Finally, it is worth noting that changes into the legislative acts (governing financial and other issues) are no longer as
frequent as they used to be and the law-making techniques are becoming more sophisticated which means that we
will soon have a finally centralized system of movement of funds.

3. Territorial arrangement
3.1. Municipal arrangement

The current territorial arrangement is based on the system of districts first formed in 1930s. The issue was much
debated in the first years after Georgia regained its independence but no serious changes have taken place until
2006. Before 1 January 2006, there were three sub-national levels in the country:

1. Villages, rural communities and towns (1,004 units in total) were self-governing units with legislative and
executive authorities;

2. Districts and towns subordinated to the center (65 units in total). This level functioned as both a local self-
governance body and a decentralized body of the central government;

3. Nine de facto existing regions plus the Autonomous Republic of Achara and Thilisi. The situation in the regions
was under the control of President’s envoys whose rules of operation were not prescribed by law.

Since the date the local self-governance election results were officially announced in 2006, the lowest level
(comprised of villages, rural communities and towns) was completely annulled and municipalities formed within the
former districts were declared as the only self-governing and territorial units.

A declared reason of the change was that small municipalities were ineffective in providing public services. However,
those employing this reason were not mentioning that the municipalities have never been provided with adequate
resources to function properly.

As a result of the reform, an average number of residents of each self-governing unit has increased from 4,354 to
66,235 (for the sake of comparison, in an overwhelming majority of the European countries as well as in many
developed countries including the United States and Japan, the population of a municipality ranges from 7 to 18
thousand on average).

Because the lowest level of self-government was annulled:



9 the gap between the citizens and the authorities increased: it became as difficult for a resident (especially for
residents of smaller settlements) to meet with high-ranking officials of local self-governance authorities as with
representatives of the central authorities;

9 the State control over large self-governing units has increased and the self-government has become politicized
(districts are too big for the center to try to use the local opportunities in its favor);

9 improperly arranged districts no longer allow implementation of a uniform equalization policy (population of the
districts range from 3 thousand to 500 thousand and some of the districts include several zones that are
extremely different from each other such as mountainous, agricultural and urban zones);

9 Residents from various settlements within the same self-governance units have unequal access to individual
types of services provided by local self-governance authorities.

To deal with the negative consequences of the increased gap between the people and the government, local self-
governance representatives were sent out to serve in the former rural communities located in the newly-created
municipalities. However, it is obvious nowadays that this concept of representatives has not been fully successful:
the representatives are accountable to the municipality governor and not to the rural community where he/she is
appointed to serve. In addition, the representative do not possess any realistic levers for action (financial and human
resources) to resolve problems of local importance. In fact, the only thing the representatives are doing is they are
informing the population about the decisions of local self-governance authorities.

3.2 Regional arrangement

The regional arrangement issue has always been viewed differently in Georgia and one can notice it is become a
topical issue again these days.

Legally, there is no such thing as a regional level in the country. There is, however, a post of presidential
envoy/governor whose territorial scope includes several municipalities. In other words, there is a governor but no
province (no relevant government structures within the governor's territorial jurisdiction). The matter is regulated by
the Law of Georgia on the Structure, Competences and Rules of Operations of the Government of Georgia and the
Presidential Decree No. 406 approving the Statute of State Envoys/Governors”.

Since the 90s of the previous century, the political establishment and a large part of the society have been
dominated by the view that adoption of the regional principle might have served as a precondition for Georgia’s
territorial disintegration. These fears were based on historical memories: the problems between the Georgian State
and its ethnic autonomies (the Autonomous Republic of Abkhazia and the South Ossetian Autonomous District) have
ended up with these territories finally turning into breakaway regions. In addition, the same period was marked with
controversies with the leadership of the Autonomous Republic of Achara in spite of the fact that they were not
ethnically-motivated by any means.

It is still feared nowadays that a formal creation of a regional level will not only strengthen separatist trends in areas
densely populated by ethnic minorities (Samtskhe — Javakheti and Kvemo Kartli) but become an obvious
precondition for Georgia’s disintegration into sub-ethnical regions (Samegrelo, Svaneti, etc.).

It is increasingly becoming obvious that it is necessary to implement social and economic programs in the regions on
a case-by-case basis, which seems too difficult given the unified approach of the central government. Although a
Ministry of Regional Development and Infrastructure was set up in 2009 to see to implementing infrastructural
projects in regions, the regions usually do not benefit from the projects implemented by the central government due
to their low priority (for example, the government is doing cosmetic works in a region where the population is
suffering from lack of water supply or bad roads, etc.).

Georgia’s efforts directed at approximation with the European community is a factor that must be taken into account.
The European Union is paying a great deal of attention to development of regions and, if Georgia is to implement the
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European standards, its regionalization becomes a more and more realistic perspective. This is particularly true
given the fact that the regions covered by the jurisdiction of State envoys are meeting the EU-authored NUTS 3 level
requirements.

With the European Union support, the Georgian Government started working on elaboration of regional development
strategies to tackle the existing problems (2010 — 2013) but, despite the fact that a special State Commission was
created and the issue was declared as priority one, the undertaking was not paid due attention:

91 no funds were allocated from the State Budget and the 17 million-Euro grant issued by the European
Commission went into the State Budget in full in a way that no cent was spent on this direction;

9 the strategy paper has been drafted but there is no long-term action plan to-date (no medium-term action
plan for the years of 2011 — 2014 and no minimum requirements for public products and services).

After its defeat in the 1 October 2012 Parliamentary Election, the former ruling party is demanding that
governors of the regions become elected officials. However, it is unclear what functions these governors should
perform and by which bodies they should be assisted.

At the same time, ultra-nationalistic experts categorically opposing any attempt of creating regional structures have
become more active.

On 1 March 2013, by its Individual Order No. 223, the Georgian Government approved “The general principles of the
Strategy for the Georgian Government decentralization and self-governance development 2013 — 2014", which
envisages “introduction of elements of self-governance in regional authorities”.

4. The system of self-governance bodies
4.1. Forming the self-governance bodies - elections

An evident proof of changes taking place at self-government level is the frequent amendment of election rules and
procedures. The past two decades have shown that municipal elections have been strongly affected by the results of
the central government elections. Normally, a political party receiving sufficient votes to control the parliament and
the government would win local self-governance elections too. At the same time, chances of political forces other
than the ruling party of obtaining or retaining certain positions at least at the local level would diminish year by year.

In Spring 1991, Georgia held a multi-party municipal election for the second time in its history.! The election was
based on a preferential system involving a single and transferrable voting right. This allowed small parties to win
sufficiently high number of seats in self-governance bodies but the ruling party — “Round Table-Free Georgia” — still
dominated at the local level (at a lower degree than at the central government level, though).

Due to the events of the first half of 1990s (the coup d'état, the civil war, two ethnic conflicts, the chaos in State
bodies, especially in the regions), the self-governance bodies elected in 1991 have ceased their existence both
factually and legally.

In the second half of the last decade of the previous century, self-governance elections were held twice in 1998 and
in 2002 when then-new political force “Georgian Citizens’ Union” was possessing strong positions and the country’s
life achieved a relative stability.

1 First self-governance election was held in the time of existence of the Georgian Democratic Republic (1918 — 1921) in 1919.



An interesting trend then was that despite the structure and the competences of local self-governance authorities,
opposition political parties (first the Georgian Labor Party, the Industry Will Save Georgia and New Rights and later
the newly-created United National Movement) were sufficiently widely represented in both the capital and the
regions. Among other reasons, it was because President Eduard Shevardnadze's government was not trying to gain
total control in local self-governance bodies. Since self-governance authorities had limited rights and scanty financial
resources and the ruling political party was fully controlling the executive branches of local governments, a certain
degree of opposition parties’ success (especially in towns, villages and rural communities that now were virtually
devoid of any function) did not constitute any real threat for the central government. On the other hand, however, this
insignificant representation of opposition parties was sufficient to create an appearance of democracy in the eyes of
the Western world simultaneously serving as a kind of means for “letting the steam out” for the population that was
unhappy with the ruling party.

After the change of government in 2003, the new political team’s attitude of turning self-governance officials into
elected functionaries has drastically changed. Eduard Shevardnadze’s policy directed at “balancing the forces” at the
local level was now replaced with Mikheil Saakashvili's total control of local self-governance authorities.

On 5 October 2006, following the amendments into the election system in 2004 — 2006, regular local elections were
held in Georgia. According to official data, 48% of voters participated in the elections. The United National
Movement, a ruling party, obtained an overwhelming majority of seats in all of the local legislative bodies (85% under
the proportional system and 92% under the direct election system).

The changing of the election system right before any particular election has continued to be a pattern. Legislative
amendments enacted in 2009 — 2010 have improved the ruling political party’s chances. A Mayor of Capital Thilisi
would now be a directly elected official. The multi-mandate election system in Thilisi was replaced with a single-
mandate system. A threshold of as small as 30% was introduced in a two-round election system (despite the
criticism of the new system by international and local experts). These measures have eventually resulted in the
failure of the system to adequately reflect the voters’ attitudes (for example, in Thilisi, the ruling party has received
52,5% of votes under the proportional system but took possession of 78% of the seats).

In addition to changing the election laws, the United National Movement was intensively using public resources in
parliamentary, presidential and local elections:

1 Number of staff employed by self-governance bodies would usually increase in the pre-election periods (in 2006
- 2012, the number of employees of the self-governance bodies increased from 6 to 12 thousand and the
number of those employed at local public law entities reached 50 thousand excluding Thilisi). Mostly, these
individuals were National Movement activists who were to ensure the ruling party’s success in the election.

91 Pre-election periods would also be marked with more transfers of funds from the central government to local self-
governments (for example, in 2010, the central government transferred 34% more funds to local self-governance
bodies compared to the same index in 2009).

91 In spite of the fact that local and international election-observing organizations were identifying a whole series of
election-related violations, none of the election administration officials have been punished. On the contrary, such
officials would often be commended and rewarded by the government.

As a result, the United National Movement collected 86,4% of mandates in the 30 May 2010 local self-governance
election. The ruling party representatives occupied 100% of seats in many of the local legislative bodies with no
single representative from any of the opposition parties.

The current self-governments are the most single-party-composed bodies compared to any of the previous
convocations (as a result of elections held in 1919, 1991, 1998, 2002 and 2006).

Such a high-rate success of the ruling party does not really has to do much with its ideological base. Instead, a
majority of members of the party’s local offices were driven by specific mercantile interests such as good relations

9



with powerful individuals in the central government, since otherwise they would be unable to satisfy their selfish
(political, clannish, legal or illegal) interests.

The above statement is reinforced by the fact that many of those in the leadership of local self-governance
authorities have usually been moving to any winning political force with a majority of seats in the central government:
following the “Rose Revolution” in 2003, more than 70% of representatives of local self-governance bodies became
members of the United National Movement; the same happened after the coalition “Georgian Dream” won the
parliamentary election in 2012 when more than a half of the members of local legislative organs in a majority of
Georgia's municipalities (about 40 out of 64) have left the United National Movement to join the Georgian Dream.

4.2. The structure of self-governance bodies

According to the law, “a self-governing unit” (“a municipality”) is a settlement (a self-governing town) or a group of
settlements having an independent legal personality. A representative body of a local self-governance unit is a
Sakrebulo elected for 4 years and an executive body is a Gamgeoba (or a mayor's office) headed by a
Gamgebeli/Mayor.

A Sakrebulo. In 2010, the Organic Law on Local Self-governance was amended increasing the competences of
Sakrebulo chairpersons: nowadays, a chairperson of a Sakrebulo is the highest political official within the relevant
self-governing territory. The role of Sakrebulos has also increased: a Sakrebulo can approve the budget of a self-
governance unit with its own corrections if a Gamgebeli/Mayor did not take these corrections into consideration at
the time the budget was submitted (Article 78 of the Budget Code).

Despite this, the district Sakrebulos of the 1998 and 2002 convocations were much more diversified and
representative of multiple party-interests unlike the currently-composed Sakrebulos. In terms of intensity of activities,
today’s Sakrebulos are comparable to only the lowest level (town, village, rural community) Sakrebulos, which had
no real functions or levers for discharging such functions.

Gamgeoba/mayor’s office consists of structural divisions and territorial offices. A Gamgeoba is headed by a
Gamgebeli whom a Sakrebulo approves based on results of a competition held by a Sakrebulo’s Bureau. Some
experts and local self-governance officials are of the view that the fact that a Gamgebeli is not a directly elected
official increases the chance of the central government or its various divisions exerting pressure upon Gamgebelis.
That's especially true when a single party is the only ruling force. In effect, these circumstances turn a Gamgebeli
into a mere local extension of the central government.

The role of Gamgeobas is also firmly increasing: amendments made into the Organic Law on Self-Governance in
2008 vested Gamgebelis with the power to unilaterally decide on how to use up to 10% of allocated funds without
any control on the part of a Sakrebulo. The Organic Law was further amended raising this figure to 15% in 2009 and
equaling it again to 10% in 2010.

The population has a better knowledge of Gamgebelis than of Sakrebulos. For example, according to a 2007 survey,
the public knows Gamgebelis and mayors better (92.4% in Thilisi and 61.8% in the regions) than chairpersons of
Sakrebulos (27.6% in Thilisi and 54.6% in the regions). Members of Sakrebulos are even less known to the
population than the previous two categories of officials (35.6% in the regions).

These facts and circumstances lead to the following conclusions:

9 Inlocal self-governments, it is evident that Sakrebulos’ rights are insignificant compared to the increasing rights
of executive bodies (mayors and Gamgebelis). Although, since 2006, executive authorities are no longer elected
and are formally appointed by Sakrebulos instead (being formally subject to Sakrebulos’ control), the very
Gamgebelis serves as local strongpoint for the central government.
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5.

Gamgebelis act in the interests of the ruling party, at best, or in favor of individual groups, at worst (by
announcing closed tenders, concluding single-source contracts, etc.).

The staff of the executive organs lack qualification and are completely dependent upon the vertical hierarchy of
government officials.

Local self-governance units cannot even determine their own structure. This is done by the central government
by both formal and informal ways.

Competences of local self-governance units

According to the applicable law, self-governance units have both own competences and delegated competences.
Delegated competences are those conveyed to the self-government either on the basis of an agreement or by virtue
of a statutory rule. According to Article 16(2) of the Organic Law on Local Self-Governance, a self-governance unit
has the following own competences:

l

Finance and governance — adopts local budgets; imposes, determines rates of and levies taxes and fees;
manages the property of the self-governance unit, forests and water resources of local importance; is responsible
for local purchases.

Planning and regulation of services and programs - conducts land usage and territorial-spatial planning;
approves construction regulation plans and rules; approves municipal programs to facilitate employment;
regulates outdoor trading, marketplaces and fairs; regulates outdoor advertisement; determines car parking
places and parking rules; issues construction permits and exercises supervision over construction; regulates
issues related to regulation of gatherings, rallies and manifestations; provides fire safety and rescue services.

Municipal utilities — provides planning of local motors roads and traffic rules; provides street cleaning services,
outdoor lighting, public sewerage management and maintenance; responsible for waste collection and removal;
takes care of cemeteries; responsible for improving public amenities and landscape gardening; responsible for
naming and numbering streets and squares.

Education, public health, culture and social sphere — founds pre-school and extra-school educational
institutions and approves their statutes; organizes the activities of local libraries, museums, theaters, exhibitions
and sports/recreational objects; creates municipal archives.

The lists of competences of local self-governance units has been shrinking for the last two decades. This trend has
especially intensified since 2003: although the funding of projects implemented in the regions has increased, own tax
revenues of local authorities have sharply decreased and, accordingly, they became way dependent upon the central
government in political, administrative and financial terms.

Competences that are normally exercised by local self-governance bodies or, deriving from international practices
and logic, should be exercised by them may be divided into three categories:

1.

Competences, which are local by their nature but are exercised by the State such as development of the local
infrastructure (installation and maintenance of outdoor lighting, repair of local roads, rehabilitation of
communications, etc.)

i In 1990s, local self-governments were deprived of rights such registration of civil status acts, registration
of property title, protection of mothers and children, and decision-making on tutelage and caretaking;

1 The next decade saw further centralization of competences in the areas of water supply, forest usage
permits and emergency medical assistance;

11



2.

Local competences that are completely in the hands of the private sector and cannot be controlled by self-
governance bodies (natural gas and electricity supply) but are viewed as part of responsibilities of municipal
bodies when it comes to high tariffs or bad services.

91 In 1990s of the previous century, competences of self-governance bodies have diminished either because
the relevant services were commercialized or because they just failed: building and distribution of
residential apartments to citizens, issuance of permits of founding or reorganizing industrial and trade
enterprises, personal services, heating services (centralized heating and hot water supply), cargo
transportation, postal and landline services, electricity and natural gas supply.

9 In 2000s, issuance of outdoor trading permits and enforcement of sanitation rules were added to the list of
competence the self-governance bodies were deprived of.

Competences that should be exercised by the central government but which have been entered into the local
self-governments’ responsibilities: municipal agencies’ involvement in military drafting, responsibility for
providing military reservists’ camps with supplies, construction of buildings for the police in various regions at the
expense of local budgets, etc.

The background analysis shows lack of strategically thought-through actions in terms of division of competences or
their regulation. Below are some of the examples of irrational planning:

T

Amendments made into the Organic Law on Local Self-Governance on 20 November 2007 deprived local self-
governments of their water supply systems for a declared objective that they should have been privatized but
attracting large investors turned out to be impossible. As a result, many municipalities started facing serious
problems in terms of water supply in mid 2008. The central government thus could do nothing but to “task” again
the local self-governments with financing the water supply service. However, the local authorities had already
been deprived of this competence.

In 2009, a list of competences of local self-governments became longer but a majority of the newly added
competences were simply unrealistic given the situation in place (facilitation to attracting investments,
implementation of employment programs, elaboration of municipality development programs). Furthermore, a
year later, in 2010, executive bodies of local self-governance units were vested with the competence to approve
social and economic development priorities in consultation with the State Envoys'’ offices, pursuant to the Budget
Code. In other words, not only Sakrebulos have no role in drafting the priorities but they do not even discuss
them.

In 2006, the new Labor Code abolished the Law on Employment, which meant that the State refused to comply
with its obligation under Article 32 of the Georgian Constitution (which is that the State must guarantee its
support to unemployed citizens to get employed). Four years later, in 2010, local self-governance units were
granted the competence of approving “municipal programs to facilitate employment” as an “own competence” but
nowhere has this competence been used by local self-governments except in Thilisi (“Start your business with
the support of the Thilisi Mayor's Office”, “Free of charge computer and English courses”, “Employment program
for socially unprotected families with many children”).

Another matter of concern is how the local self-governments are exercising the competences they have retained this
far. Because of the excessive interference and inadequate provision of funding on the part of the central government,
it is becoming obvious that self-governance units are unable to resolve the issues entrusted to them. One clear
example is the statistical data about the projects implemented within the “Village Support Program”; a majority of
these projects are about repair of local roads and provision with potable water; in other word, these issues should
normally be falling within the competence of local self-governments.

The lack of division of competences and inadequate provision of funding has resulted in ineffectively implemented
activities. The more moneys are spent on individual priorities the less are results. This very circumstance made the
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United National Movement lose the parliamentary election in 2002 in towns where they spent the most part of funds
on infrastructural and other projects via both special and targeted transfers (Thilisi, Kutaisi, Batumi).

6. Public services and their quality

The quality of provision of services in Georgia during its Soviet period was not something one could boast about. It
became worse after Georgia regained independence in 1990s when the services sphere completely collapsed
together with the collapse of State agencies.

One could not have high expectations about improvement of the situation due to the intermingled private, central
government and local government competences (as discussed in the previous chapter). A whole series of all sorts of
different services moved into the private sector and the local self-governments were no longer able to protect the
citizens' interests as they found themselves lacking any levers of control over the private companies. Some of the
companies (in charge of ports, railway hubs, etc.) are not only paying nothing to the local budgets but are not
providing the local officials with any information about their activity.

On the other hand, the fact that the central government discharges competences related to local matters (repair of
local roads, local public transport, etc) turns the local self-governance authorities into “good for nothing” agencies in
the eyes of the public. Because of the high-level centralization coupled with bad management and lack of realistic
local priorities, projects implemented by the central government are expensive and ineffective prompting the public to
doubt that these excessive expenses are there simply to feed some high-ranking officials in the central government.
The central government has a record of becoming especially active in implementing such projects in the pre-election
period to increase the ruling party’s ratings.

These projects are usually financed from not only the State Budget but also from funds loaned from international
financial institutions. Often there is no clear understanding about the future of the projects: it is unclear, after the end
of a given project, who will be responsible for operating the given object and, most important, with what funds.

When it comes to services already in place, attention is usually paid to collection of fees for the services but not to
the quality of the services. Whenever fees for services are increased, the quality remains the same. Uncertainties
related to provision of public services often result in unequal access of various strata of the society to individual
public goods.

These circumstances explain why no significant progress has been achieved in the provision of public services
despite the facts that local budgets have increased ten times for the past decade and the central government has
been additionally allocating funds to implement numerous projects in the regions (333,3 million GEL in 2011 and 410
million GEL in 2012).

One more proof of ineffective spending of funds is that the projects within the Village Support Program were
implemented in areas in which the State has already spent lots of money (rehabilitation of local roads and the water
supply systems).2

One problem of a general nature is the lack of cooperation among the self-governments. This is because lack of
appropriate legal framework, on the one hand, and bad division of competences and no willingness of local
authorities to cooperate because of the total control exercised by the central government, on the other hand. There
are only a few examples of such cooperation (Rustavi and Gardabani have worked together to arrange a shared
landfill).

2 The Village Support Program has been launched in 2009 to deal with the problems in the regions (especially, in villages), which resulted from
centralization of various public services. In 2009, 20 million Lari was allocated to the Program and more than 40 million Lari has beem
allocated each year since 2009. The amount of funds to be allotted (2-12 thousand Lari per village) is determined according to the number of
residents of the villages. The funds are then spent on priorities identified through consulting with the local population.

13



Problems in public services can better be illustrated by discussing each subject separately:

Water supply and sewerage — Water supply to villages now falls within the responsibilities of local self-governance
units. Available resources are clearly insufficient (5-6% of the entire budget of a local self-government). It was for this
reason that more than 29 million GEL was spent on water supply within the Village Support Program in 2009 — 2012.
Data about safety of the drinking water are not collected and its quality control is no longer provided since
laboratories that were checking the water quality have been shut down almost everywhere due to the reforms
implemented in the past decade.

The public sewage system is part of the unified water supply system according to both the industry laws and the
“water supply tariffs”.3 The real situation is quite weird: in towns where municipalities are responsible for the proper
functioning of the sewerage the water supply system is centralized; in villages where water supply is the
responsibility of municipalities, sewage systems simply do not exist. Consequently, local budgets are not receiving
any income from the provision of sewage services.

Local roads - Because of the lack of funds in local budgets, the central government has assumed the responsibility
to repair/rehabilitate local roads. After 2008, development of the road infrastructure has become one of the high
priorities for the State. Infrastructure development programs are usually financed from the funds allocated for
regional projects and the Village Support Program (36,8 million GEL was spent in 2009 — 2012 within this Program).

Cleaning and waste collection — municipal cleaning and waste collection are considered a single system despite
the fact that the former is a general-type service and the latter depends on the will of the recipient. Applicable
normative acts are not compatible to each other. There is no framework law on waste management. Legal acts now
in force, which prescribe waste collection and transportation rules, have long been outdated. The waste removal
issue has been more or less resolved in administrative centers of self-governing towns and self-governance units;
however, this service is not provided in villages at all. Fees for removal of waste in municipalities cover only up to 30-
40% of costs of the service. The service is subsidized and the uncompetitive environment impedes improvement of
its quality. Transactional expenses are high. According to a study carried out in 52 municipalities, the cleaning quality
has increased by 14% in the past 5 years but its expenses have gone up by 32%.4

To alleviate the status quo, by an amendment made into the Organic Law on Local Self-Governance on 16 March
2012 (in particular, Article 16(2)(j) of the Law), “arrangement of landfills” was deleted from the list of local self-
governments’ competences and the Ministry of Regional Development and Infrastructure was assigned this task.

Movement of passengers — According to the law, only self-governing towns may introduce a system of permits for
the movement of passengers. It is for this reason that municipalities lack the competence of providing passenger
movement services or composing transportation routes and schedules.

Social assistance and health protection — The law says that provision of social assistance is a “voluntary
competence” of a local self-government provided that assistance must not be granted individually but within a social
program. About 5-7% of local budgets are spent on one-time aids (the sick, the socially unprotected and the elderly).
Health protection bylaws have not been adopted yet meaning that local self-governments are not discharging this
competence in practice. Only 1-1.5% of local budgets is spent on public health due to limited competences of local
self-governance units.

Kindergartens — 5-7% of budgets self-governance units are spent on pre-school institutions. This amount covers
only 60-70% of the expenses and so the beneficiaries (parents) pay the remainder. The way these institutions are
arranged internally is unclear: sometimes one teacher takes care of about ten children and the same institution
employs about 10 individuals to perform administrative tasks. The increase of staff of pre-school institutions in pre-
election period were often used as one of the sources for funding the ruling party’s campaigning coordinators.

3 Resolution of the Georgian National Energy and Water Supply Regulation Commission No. 17 dated 17 August 2010
4 Report on the project entitled “Public participation in local self-governance activities” (Urban Institute)
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Objects of culture — In 2005, the central government started conveying a series of objects (libraries, etc.) to self-
governance units but a majority of these objects were in deplorable conditions. Because local budgets did not have
sufficient funds (in 2012, only 3-5% of the budgets were envisaged to cover such costs), many of the objects
conveyed to the local self-governments (mostly the village libraries) were shut down.

Permits — Since 2005, an overwhelming majority of administrative services have been centralized. To date, local
self-governments have retained only the right to issue construction permits.

7. Finances of local self-governance units
7.1. Revenues

Budgets of local self-governance units are independent from Georgia's State Budget and the budgets of the
Abkhazian and Acharan autonomous republics. In order to discharge their competences prescribed by law, local self-
governance units are receiving the so-called transfers (funds) from the central government, in addition to their own
revenues.

Local budgets are obviously insufficient to perform their functions envisaged by law. The lack of funds is caused by
scantiness of taxable resources and the resulting shortage of funds in the budgets of both the self-governments and
the central government. In addition, the decentralization policy’s low priority and the later trending towards
centralization put the appropriateness and effectiveness of transfers from the center under a question mark.

In 1990s of the previous century, when local self-governments formally possessed broad competences, the
consolidated (total) State budget was so small that one would not even think about any feasible financing of self-
governance units. Prior to the reforms (2000-2002), the consolidated budget was 600 million GEL of which local self-
governments were receiving 200-240 million GEL (30-35%). A large part of this amount was going to the budgets of
Thilisi and 4 self-governing towns (Kutaisi, Batumi, Rustavi and Poti) and only up to 40 million GEL would remain for
local budgets at both levels (communities and districts) on the rest of Georgia’s territory (meaning as little as 15 GEL
per capita per year, according to the official statistical data).

In the period following the Rose Revolution, own revenues of local self-governments started to decrease year by
year:

9 The number of taxes and self-governments’ shares in tax revenues decreased. Taxable resources
diminished as well.5 Liberalization of the tax system would be welcome if only the central government had not
introduced tax advantages at the expense of local self-governments or had it provided the self-governments with
appropriate compensation. Although the property tax rate increased 1.5/3 times in subsequent years, revenues
from property tax, which are the only “own income” for local self-governments, constitute less than 9% of the self-
governments’ consolidated budgets. Other sources of own income are too insignificant. The share of local fees
play a meager role in the revenues of a majority of municipalities. And the self-governments do not possess
appropriate mechanisms to administer these revenues.

9 Tax revenues started to become centralized. Recognizing a gap between the local self-governance bodies
and the population, the reformers were justifying their decision to centralize the tax revenues by saying that
enlarged municipalities would now have better financial resources at district level. In practice, however, things
went in a completely opposite direction. After the lowest level of local self-governance was abolished and the
self-governments moved up to the former district level, the central government now became keen to
misappropriate the resources of enlarged self-governance units:

51n 2002 - 2003, self-governance units were receiving 12 different types of local and shared taxes either in full or in party. After the number of
taxes was reduced and shared taxes were abolished, the local authorities remained with only 4 types of taxes.
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A Although, by the end of 2006, income tax revenues were declared to belong to self-governance units and the
units additionally became entitled to finance their not only delegated but also exclusive competences, the
profit tax that has been a shared tax since 1990s went to the central budget in full;

A In 2007, the Law on State Budget stipulated that revenues from income tax must have been spent only on
delegated competences of local self-governance units.

9 The share of own tax revenues in the local self-governments budgets has decreased. If in 2007 own
revenues made 50% of local self-governments’ budgets, the same index went down to 15% in 2008. The share
of self-governments’ budgets in the consolidated budget also decreased sharply (amounting to 30% in 2002 and
to 2,3% in 2010).

9 Unequal distribution of own tax revenues and other-than-tax revenues are another matter of concern. More
than 2/3 of own revenues are generated by 5 self-governing town and the share of the latter is increasingly going
up (64.4% in 2009, 66.7% in 2010, etc.).

9 The municipalities have constraints in terms of attracting additional funding: a self-governance unit may
loan money or receive a grant from the Georgian Government or with the permission of the Georgian
Government.

Along with reducing their budgets and their share in the consolidated budget, the State turned the so-called transfers
into a main source of income for local self-governments, which resulted in making the latter financially fully
dependent upon the central government.

Transfers are a new concept in Georgia. This is particularly true about equalization transfers. The introduction of this
new concept of equalization transfers, the elaboration of an equalization formula and their back-up at a legislative
level should be assessed as a positive step towards fiscal decentralization in spite of the technical shortcomings of
the formula and the use of politicized approaches its application in practice.

Introduction of the policy of transfers was marked with a number of difficulties at its initial stage. According to the
2007 State Budget estimate, only 51 million GEL was envisaged to be allocated for self-governance units, which was
a bit more than 1% of the entire State Budget (including an equalization transfer of 13 million GEL and a special
transfer of 35 million GEL). The revenue from the income tax and the equalization transfers equaled 537.5 million
GEL in total. In 2008, the plan was to allocate only 321 million GEL as equalization transfer, while own revenues
decreased with 422.5 million GEL (66.6%) and capital revenues with 182.3 million GEL (57.1%) compared to 2007.
In 2008, other-than-tax revenue factually increased by 709.9 million GEL (including the amount of transfers, which
increased by 426.8 million GEL). Transfers amounted to about 1,079 million GEL in 2010, 859,05 million GEL in
2011, and 824,58 million GEL in 2012. Since 2013, equalization transfers are separated from total transfers and their
total amount is 750,29 million GEL.

Such a frequent change in the amounts of transfers year by year shows that, although the matter is more or less
regulated by law, the policy of transfers mostly depended on the will of the executive authorities (the Finance
Ministry).

In other words, we have an increase in the revenues of local self-governments but not in the level of independence
of local budgets. The increase is warranted by increased amount of transfers and program financing. 88.5% of self-
governance units’ revenues is the funds received from the central government. For example, in 2010, local self-
governance units’ tax revenue amounted to only 180,7 million GEL. Also, revenues of self-governing towns are
increasing but municipalities’ income is decreasing (for example, municipalities’ income was 536 million GEL in 2008
and 447 million GEL in 2010).

There are three types of transfers, each characterized with specific problems:
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Equalization transfers: at the time they were first introduced, the amount of transferrable funds would be calculated
according to the municipalities’ data; this method was significantly decreasing the amount of funds. In 2007, Thilisi
was included in the calculation data and so the sum of funds allocated to municipalities increased. Later, after 1
January 2008, not only the revenues but also the expenditures according to local budgets would be included in the
formula. The share of equalization transfers in the aggregate sum of transfers started to grow (32% in 2009 and 48
% in 2010), which is a positive step. However, the unlimited powers of the Finance Ministry coupled with lack of
legislative regulation create a threat of usage of equalization transfers as a means of exerting political influence.

Targeted transfers contain the same risk inherent to equalization grants but one of a higher level. Often funds are
allocated due to the interests of the State or the central government without having regard to the actual needs of the
relevant self-governance unit (for example, moneys are allotted to paint walls or improve some infrastructure while
rehabilitation of irrigation systems is a number-one task for the municipality).

Special transfers also constitute a clear illustration of the above-mentioned threats. From the outset, this concept
has been containing a very ambiguous term “other necessary costs”. Since 2008, the special transfers have been
used “to finance other payables”, which is a violation of the principles of the European Charter of Local Self-
Governments (Article 9(7) decGELng it inappropriate to finance special programs with subsidies). 182,6 million GEL
was allocated in 2009 and 240 million in 2010 to finance various projects in the regions. In 2010, Kutaisi and Batumi
received such transfers (196,6 million and 100 million, respectively) but without any indication as to what these sums
should have been spent for. Another bad example is the allocation of 76,7 million GEL to construct a new building of
the Parliament in Kutaisi while this sum was not even separately mentioned in the State Budget.

It can be concluded that aggregate of sums earmarked for local self-governance units is increasing (1,280 million
GEL in 2008, 1,260 million GEL in 2009 and 1,567 million GEL in 2010). Sums allotted in the budgets of local self-
governing units for expenditures and non-financial assets increased with 920 million GEL in 2011, 1,12 hillion GEL in
2012 and 1,19 billion GEL in 2013. Financial dependence of local self-governments upon the central authorities is
growing accordingly. However, effectiveness of the results of these measures implemented by the central
government is invisible. In this regard, Georgia has already fallen behind with the relevant indicators existing in both
European democracies and the countries of the Caucasus region.

7.2 Payments

It is natural, that the increase in local self-governments’ income is accompanied by the increase in the volume of
payments (e.g. 1.350 min GEL in 2008, 1.239 min GEL in 2009, 1.570 mIn GEL in 2010, etc.)

In the area of spendings the biggest share (almost half) falls on the accommodation expenses and bill payments;
funding of other sectors also increases. The only exception is education sector, where the expenses have been
reduced.

At the same time, the trend of increasing expenses not directly related to the funding of the competencies of local
self-governments has been observed. Such spendings are especially apparent in the payments sections of the local
self-governments’ budgets during the pre-election period, which clearly indicates that the purpose of these spendings
is quite politicized.

9 As mentioned above, the central government frequently pressured local self-governments to fund the
expenditures of central government from their own budgets (funding of police stations, offices of the
parliamentary majoritarian MPs, healthcare, general education, etc.). This informal pressure was legally
finalized in 2009 and since then the share of such spendings has been steadily increasing (6.4% in 2007,
8.6% in 2008, 9.1% in 2009, etc.). As a result, the local self-governments do not have sufficient funds left
for funding their (exclusive) competencies, which exacerbates the existing difficult social situation in the
regions. One of the apparent reasons for launching special state programs (“Village Support State
Program”, etc.) is the compensation of such unreasonable costs, although, in this case, adequate
compensation is not possible: only in 2008 on the basis of central government’s “request” the municipalities
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spent 130 min. GEL, and the total sum of the amounts allocated for “Village Support State Program” in
2008-2011 is 120 min GEL. The reasons why the central and local governments fund each other’s exclusive
competencies remain unclear, given the violations of the principles of constitutional and organic laws.

9 Second major problem is the volume of administrative costs. In 2005-2006 the local structures of self-
governments were optimized and as of today these structures require more funds for administrative costs
(c. 175 min GEL in 2008), which exceed the administrative and programmatic expenses of all levels of local
structures before the implementation of the given reform.

In total 60% of local budget expenses falls on administrative costs and funding of similar activities (healthcare,
education, etc.), which according to the current legislation, are not the competencies of the local self-governments.

One of the flaws of the local budgetary expenses is their unpredictability. Since the amount of revenues of local
budgets is fully defined by the Ministry of Finance of Georgia (defining the basic settings of revenues, elaboration of
quarterly revenue plans, administration of local payments and miscellaneous cost subsidies), due to the allocation of
various transfers the budgets of local self-governments are frequently modified: during the fiscal year the budgets
are modified 8-10 times in average and frequently they are changed by 100, 200, 300%.

Another major problem is the existing defect in the procedure of procurement of various services by the
municipalities. Switching to the electronic system of procurements implemented during past several years improved
the administration of budget amounts. At the same time, attention is being paid only to the price of the service rather
than its quality; as a result, the public service offices have to accept cheap, but low quality services, what in the end
leads to the need of repeated expenditures.

8. Property of Self-government

The work on the legal framework related to the property hand-over to the local self-governments was finalized by
adopting the Law on the Property of Local Self-Governing Unit (25 March 2005), which can be considered as one of
the achievements of the decentralization process.

According to the Law on the Property of Local Self-Governing Unit adopted in 2005, the properties of local self-
governing units are divided into two categories: basic (inalienable) and additional (which can be alienated under
specific legislative measures).

By the end of 2005, after lasting debates, agricultural and non-agricultural lands (except for those under state
ownership) were added to the list of self-government’s properties, which can be considered as a major step forward.

The process of property hand-over to the local self-governments was afterwards slowed down due to several
reasons:

9 One of the major problems was (and still is) the absence of respective database. The list of the property to
be handed over to the local self-governments had to be finalized by June 2005, although the process was
delayed and has not been completed yet. Frequently the property included in the database does not exist
anymore (e.g. the forest which was cut down in the middle of past century, the building which was
destroyed more than twenty years ago, etc.). Frequently the owners of a particular property are unknown
(and even more importantly, who stands behind the formal owner remains vague).

1 Second problem is the flawed legal base: inconsistency and faultiness of the laws. The apparent example of
inconsistency is the Organic Law on the Local Self-Governments (which names the local self-government
as an owner of local forests) is not consistent with the Forest Code of Georgia (which does not recognize
local self-government as a forest owner). The example of faultiness is the issue of water resource
management — according to the organic law, locally significant water resources are owned by the self-
governments, but currently there is no government resolution available which would provide a regulatory
mechanism for addressing the given problem.
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Since 2007 the issue of handing over the property to the local self-government has been further complicated by the
obvious trend toward centralization. This is when the reduction of the area of the property base of the local self-
governments started:

91 In 2007, the self-government’s right to independently choose the forms of property alienation and the list of
the given forms were reduced (in particular, privatization of property through auction was removed from the
list) as a result to the amendments made to the Law on Privatization of The State and Local Self-
Government Unit's Property and Property Hand-over With Utilization Rights;

9 That same year, based on the changes made to the organic Law on the Local Self-Government the local
self-governments received agricultural and non-agricultural lands (forests of local significance) and water
resources, although the right to privatize given property was granted to the Ministry of Economy and
Sustainable Development of Georgia rather than the local self-government.

9 According to the amendment made to the Law on the Local Self-Government on 21 July 2010 the pastures
were removed from the list of property categories to be handed over to the local self-governments and the
managing rights were granted to the Ministry of Economy and Sustainable Development of Georgia.

One of the conspicuous examples of limiting the property rights of the local self-government is the Clause 11 of the
Article 19" of the Law on the Property of Local Self-Governing Unit of Georgia adopted in 2007, which grants the
President of Georgia exclusive right to alienate the property of a local self-governing unit through direct sale. The
given regulation is not consistent not only with the Constitution of Georgia, Organic Law on the Local Self-
Governments and the European Charter of Local Self-Government, but also with the fundamental principles of
property rights.

It should be noted that in 2010 according to the Article 1012 of the VII* Chapter (Local Self-Government) added to the
new edition of the Constitution of Georgia: direct management of property under self-government’s ownership is
prohibited. Although, from this point forward the above mentioned discretion of the President of Georgia became
unconstitutional, in practice instead of the given constitutional provision the President’s right is being implemented.

Under such circumstances, it is no wonder that the local self-governments often refuse to accept property from the
state. Ambiguity and the fear of responsibility and punishment is a sound reason for refusing to accept the property.
The cases of self-governments requesting and receiving property from the state are extremely rare (one of the
successful cases of this practice was requesting of City Trolleybus Park by Kutaisi and its transfer to the municipal
ownership).

9. State Supervision

The principles of state supervision of local self-government units are defined by the Constitution of Georgia;
According to the Clause 3 of the Article 1013 “the state supervision of the activities undertaken by local self-
government units is implemented as prescribed by law. The purpose of implementing the state supervision is to
ensure consistency of local self-government's normative acts with the Georgian Legislation and a proper
implementation of delegated responsibilities. The state supervision is proportional to its goals”.

The forms of supervision are defined by the Law on the State Supervision of the Activities Undertaken by Local Self-
Government Units adopted on 1 August 2007. The given law is an attempt to regulate relations between the central
government and local self-governments:

1 The law defines two types of supervision: legal supervision (during the implementation of exclusive and
delegated competencies) and a supervision based on expediency (during the implementation of delegated
competencies);

9 The supervisory units were relatively clearly defined — state trustees-governors (it was a first time when
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previously de facto position of “Governor” was included in the legislation);

9 The Prime Minister of Georgia is responsible for supervising the operations of self-government units of
Thilisi and the Autonomous Republic of Adjara;

9 The supervisory units were granted rights to protect the state interests and control the activities of local self-
governments (including the process of budgeting).

According to the Law on the Chamber of Control of Georgia the state supervision of financial sector was
implemented by the Chamber of Control of Georgia, which controlled the spendings of local budgets, management of
property of local self-governing unit and the financial and economic activities of those private legal entities, whose
shares/stocks (more than 50%) are owned by the local self-governing unit (Article 6, Clause 2). According to the
amendments made to the article 57 of the Organic Law on the Local Self-Governments on 24 November 2011 and
22 and 29 June 2012 the right to implement the audit of the local self-governments, within the frameworks of the
competencies defined by the Law on the State Audit Office, was granted to the State Audit Office of Georgia.
According to the same amendments, the right to invite the independent auditor to implement the audit of activities of
local self-government units was granted to the City Assembly (Sakrebulo) instead of 1/3 of its members. The internal
audit and inspection of activities of Gamgeoba (City Hall) is implemented pursuant to the Law on the State Internal
Audit and Inspection and the Regulation of Gamgeoba (City Hall).

During the process of designing the legislation on the State Supervision over the Activities Undertaken by Local Self-
Government the principles of implementation of state supervision in the democratic countries were considered to
some extent. At the same time, the opinions of international and local experts were not considered, what resulted in
inconsistencies of several regulations with the Constitution of Georgia and the principles of subsidiarity. Granting the
right to implement financial supervision to the Chamber of Control and later to the State Audit Office:

1 Contradicts the Clause 1 of the Article 97 of the Constitution of Georgia, according to which the Chamber of
Control examines the activities undertaken by state bodies (and not the self-governments, whose
competencies are separated from the ones of state bodies as per the Article 1012 of the Constitution of
Georgia);

9 Also contradicts the Article 8 of the European Charter of Local Self-Government, according to which the
supervision of the implementation of exclusive competencies of a self-government is permitted only in
accordance with the law and not for the purposes of expediency and effectiveness;

9 Supervision of the activities undertaken by the local self-governments of the Autonomous Republic of
Adjara should be carried out by the Government of Adjara rather than the Prime Minister of Georgia.

Given defects of the legislation were aggravated by further amendments and introduction of the mechanisms of
excessive control by the central government:

9 In 2008 the amendments made to the organic Law on the Local Self-Government increased the number of
state institutions implementing financial inspection, which are also responsible to coordinate inspection with
the state trustee/governor in the regions. Law does not provide the list of these organizations and a
description of respective procedures. The normative acts defining the given rights and procedures of their
implementation are also missing. The meaning of general term “coordination” (whether it stands for
consultation, permission or the authority to interfere in the force majeure emergencies) is not specified.

9 According to the amendment made to the Law on the State Supervision of the Activities Undertaken by the
Local Self Government Units on 28 December 2009 the rights of the self-governments were limited even
more — previously, during the implementation of supervision the supervisory body was responsible for the
termination of those normative acts which violated the basic human rights or caused the irreversible
damage and afterwards had to refer to the court — after the amendment the list of restrictions was enhanced
(e.g. limiting the activities delaying the proper operation of state institutions) and the supervisory body was
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granted the authority to independently (without referring to the court) implement the respective activities
(Clause 7, Article 8 and Clause 9, Article 98.)

In practice, the malfunctions of the legislative acts lead to severe consequences. There are sets of unclear issues
alongside the declared principles, which may be interpreted incorrectly, given that the center (represented by
governor) gradually increases the formal and informal control over the self-governments. One example of this issue
is the right of governors “to coordinate” the activities of self-governments, which frequently places pressure on the
local self-governments. Often local budget is designed in compliance with the requests of governors.

According to the Article 78 of the new Budgetary Code adopted in 2010 the Assembly of a local self-government has
the right to approve the final budget with its amendments, in the case if the Gamgebeli/Mayor did not consider the
given amendments while presenting the draft budget. This amendment would be useful in the case if the central
government stopped its excessive interference in the activities of local self-government units — state
trustees/governors interfere even in the processes of defining the priorities of self-governing units.

The situation has been aggravated further by the processes of centralization and concentration of state institutions
since 2009. In particular, the territorial units of the Ministry of Justice were abolished and their functions were
delegated to the Division of the Department of Legislation of the Ministry of Justice. This had a negative impact on
the efficiency and quality of the decision making process. Department assigned four employees to this process.
Considering the fact that only in 2010 self-governments introduced 2,740 normative acts (34,2% received a legal
note, amendments were made to 28,7% and 8,2% were annulled), it is obvious, that more than 10 acts are being
examined on a daily basis and the number of technicalllegal errors as well as violations of the law are increasing.

Generally, the legal supervision was implemented on the basis of informal relations between the supervisory bodies
(The Ministry of Justice of Georgia, state trustees/governors) and local self-governing units. Given that the leading
party was represented at all levels, they addressed the identified problems quite smoothly as a rule. During past 9
years the supervisory bodies never referred to the court and only one case of a local self-government unit (Rustavi
City Assembly) appealing to the court against the decision of the supervisory body was observed.

The following can be said as a conclusion:

The system of State supervision is not systematized in the legislation. Nor are legal requirements
implemented in daily practice.

In fact it was only the presence of a mono-party system which prevented any probability of a conflict between
self-governments and central authorities.

Excessive supervision exercised by central authorities over the operation of local authorities inherently
deprives the latter of the possibility to protect their rights.

The policy of so called exemplary intimidation deserves serious consideration. Televised detention of 24
public servants of Kutaisi municipality is a clear demonstration of such policies. Importantly, the reason behind
the detention was the compliance to an unlawful order issued by the central authorities by the detainees.

A The last but not least it should be noted that party and local/clannish interests are not mutually exclusive and
often high rank officials of self-governments do not forget their own interests while taking care of those of a
ruling party.

> > > >

10. Self-government in Thilisi

Local self-government in the capital Thilisi differs from other self-governing entities in Georgia both structurally
as well as in terms of delimitation of competences and the State’s supervision. In addition, financial resources
available in Thilisi are more voluminous to compare those of small municipalities.

61t is noteworthy that revoking the supervisory body's right to terminate individual and legislative act of the self-government
contradicts the General Administrative Code of Georgia, according to which such action is inadmissible.
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These differences stem from both the objective reality as well as a special treatment of Thilisi by the central
authorities. It is obvious that the city which homes approximately half of the country’s population, is the largest
contributor to Georgia's gross domestic product and at the same time has the functions of a capital with a
concentration of an overwhelming majority of central government institutions requires a special approach. At the
same time high level political decisions come at play as Thilisi has the right to possess a large amount of
resources. In addition, a mayor of Thilisi was traditionally a member of a ruling party elite and therefore he
enjoyed far wider range of competences at the expense of ignored legal norms.

Legislation.A legal status of Thilisi as a capital city is regulated by the law on Capital of Georgia — Thilisi while
the rest of the municipalities are regulated by the organic law of Georgia on Local Self-governance. After its
enactment in 1998 the law underwent 33 large and small changes which had eventually led to strengthening of a
mayor's competences to the extent which provided more rights to a mayor than to a president of Georgia.

Structure. The council consisting of 50 members is the capital's representative body. 25 members are
elected through a single majoritarian mandate, while the remaining 25 members are elected under a
proportionate system. The executive branch of the city is represented by the government led by a mayor.
Mayor’'s dominant position as compared to limited competences of the council catches an eye even at a
glance:

A A rule for selecting members for self-government’s representative body had been changed shortly before the
2010 self-government elections as a result of which multi-mandate election system was replaced with a single-
mandate one thus enabling the ruling party to rise to power in the capital’s representative body with an absolute
majority.

A In spite of the above circumstance, when it comes to a majority of their competences, the council are
restricted to independently make decisions that do not coincide with those of a mayor and therefore they
lack effective influence over the course of matters. Since 2010 the council has no right to initiate vote of no-
confidence towards a mayor or any high rank official of the executive branch while a mayor has the right to
appeal to the president of Georgia to suspend or dissolve the council.

A In addition to the list of competences outlined in the law on Capital Thilisi, mayor of Thilisi is eligible to make
decisions on any issues within the competence of Thilisi council or the government of the capital

A The issues which go beyond the organization of the city council, the council has no right to make any
decision. At the same time, it has no authorization to bring changes to matters initiated by the mayor unless
the mayor himself or herself agrees to proposed changes. All those notorious and widely debated cases
(parking regulation in Thilisi, determining and administrating dues and fees for waste removal, attaching waste
removal fees to electricity bills etc) corroborate the above said.

Competences and Finances. The increase in the competences of Thilisi's self-government and more specifically
those of the mayor is enshrined in the legislation:

A As a consequence of changes brought to the law of Georgia on Capital Thilisi in 2011 (Article 9%, Clause 3)
the city had been granted not only more competences as of other self-governments but often these
competences were just unrestricted: ‘own competences of Thilisi's self-government includes decision making
on such issues which according to the legislation go beyond the scope of competences of any other
authorities but are not forbidden for a self-governing units’. Considering the fact that implementing own
competences affect a budget forming (i.e. determination of equalization transfer), Thilisi authorities may be
able to directly or indirectly influence the country’s fiscal process. This had become obvious aftermath 2012
parliamentary elections.

A Another differentiating factor is extraordinary and increased competences and regulations that Thilisi enjoys
unlike other self-governments pursuant to the law on Capital of Georgia Thilisi. These include fiscal
competences of Thilisi's self-government and fiscal processes, credit and property (land, natural resources,
forests) competences, the competence according to which Thilisi government is authorized to establish legal
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bodies of public law. As a rule such Thilisi city hall is the author of such changes which are initiated by the
President of Georgia.

State Supervision- Itis evident that the mechanisms available to the Georgian central authorities to supervise
the implementation of competences by the Thilisi authorities are not proportional to these competences. This is
corroborated by an amendment in regard to the rule for filing an appeal on decisions made by a legal body of public
law founded by Thilisi government. According to this amendment the highest instance in resolving disputes is the
mayor of Thilisi while a role of court is not mentioned at all. In such cases even a president of Georgia is not
authorized to make a decision. Nor is clear who a mediator will be when it comes to disputes arising between legal
bodies of public law founded by Thilisi city hall and the state — the Georgian state, central authorities represented
by president, court or mayor of Thilisi.

This ambiguity related to the delimitation of competences between Thilisi and central authorities did not cause any
problem as long as a single party controlled all levels of government. However, in light of different political forces
dominating central and local levels, this configuration poses a serious hazard. A conflict between the government of
Georgia and Thilisi city hall around the issues of social protection or founding a civil agency for security at the Thilisi
city hall in 2012-2013 was not resolved pursuant to the law on State Supervision over the Local Self-government
Bodies. In the case of social security dispute it had been regulated through amending the law on State Budget while
the second dispute still remains unresolved and is likely to cause problems in the future.

11. Local Skills

The Georgian legislation does not differentiate between the statutes of public servants employed in local and
central level structures. The activities of public servants are regulated by the law on Public Service of Georgia.

Another flaw within the legislation together with a whole range of unregulated issues (for instance, the law does not
define political officials of self-governments) is that it has been changed too often. Since its adoption (October 31,
1997) 81 amendments have been made up to date.

Politicization of daily activities undertaken in the public service is the kay challenge of the service. Assessment of
public servants are not merit based rather decisions are made considering the loyalty to the ruling political force or
immediate supervisors which means that the principles of meritocracy are totally ignored.

This situation has resulted in frequent changes (increase or decrease) in staff at various level of government
structures. Aftermath the Rose Revolution the number of public servants had decreased considerably under a
slogan of optimization. The lay-offs were followed by hiring new staff. Only in 2005-2006 the number of staff at the
ministries was reduced from 102.571 to 66.615, in sub-agencies the reduction hit 8.237 from 23.769, while the staff
at the local self-governments were reduced from 8.340 to 6.734.

In 2005 new staff members were recruited through a series of competitions held throughout Georgia. A council of
public service had been set up at the administration of president of Georgia for the purpose of supervising the
recruitment process. Sadly, this turned out to be an exception and the practice of recruitment of new staff members
had not been applied since 2006. The council of public service was abolished in 2007.

Tendency of recruiting public servants in such an obscured manner had further reinforced in the years to come.
After the optimization at the initial stage of public service reform, the increase in staff regained its pace. This
tendency would particularly be evident during pre-election period. According to 2012 data, the number of public
servants in self-government bodies was almost doubled and totaled 11.770.
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It is obvious that unjustified increase in the number of servants which is based on political reasons entails an
increase in administrative costs in the budgets. Up to 1006 salaries accounted for average 10.7 per cent of local
governments’ costs. By 2012 this figure had been increased to 23 per cent (in some of municipalities to 45 per
cent).

Frequent changes of laws, high level of politicization (when a change of a head is followed by a change of the whole
staff) and the absence of clear criteria for assessment for public servants prevents a stable environment in public
services which in its turn negative affects the qualification of public servants and makes the development of
professional staff a time consuming process.

The absence of a unified system for retraining of public servants deserves a special attention. Zurab Zhvania
School of Public Administration is the only institution which provides training for public servants of local self-
governments which is far from being sufficient. Although there are other higher education institutions in Georgia
which prepare public servants in Georgia (Georgian Institute of Public Affairs etc), however, the training programs
are not focused on self-governance. At the same time, those who can afford paying high costs for education
courses as a rule aim for employment in either central authorities or international organizations rather than local
self-governments which offers comparatively low remuneration.

Efforts undertaken by the international organizations and Georgian civil society towards capacity building at the
local level cannot be evaluated as satisfactory. There was no coordination between programs and projects
implemented by the international organizations and consequently they lacked efficiency. Nor did programs
implemented by the Georgian civil society fit in the frames of the common strategy (as there was no such strategy).
The analysis of the training programs implemented for the last 15 years demonstrates that a great majority of
trainees did not stay long in the bodies of local self-governments. Together with the absence of a state strategy
frequent changes of the donors’ priorities also hindered the development of a stable system.

As a result most of servants employed at the local self-government structures are characterized by low level of
qualification and poor motivation which is caused by instability of employment, a high level of politicization and strong
dependence on personal relations with supervisors, lack of career advance and disabling environment which does
not allow professional growth.

12. Public Attitudes

There are enough guarantees for civic participation in the activities of local self-governments and local decision
making processes embedded in the legislation.

On December 28, 2009 a new Chapter Xt on Civic Participation in the Implementation of Local Self-governance
appeared in the organic law on Local Self-Governance. The chapter defines rules and procedures for citizens’
participation in the process of governance. It should also be noted that pursuant to the transitional provisions of the
organic law adopted in 2005 these norms and procedures should have been developed before September 1, 2006.

The changes aim to grant citizen the right to initiate normative act of local self-governments and take an active part in
sessions of councils and council commissions. The changes oblige the self-government bodies to publish hills of
approved projects, establish terms and procedures of discussions, make agendas transparent and publicize times and
places of sessions, establish a system to ensure the implementation of decisions, codify and make available adopted
normative acts pursuant to the rules set out by the Georgian legislation (Article 581).

The right to initiate an issue through a petition deserves special attention: at least one per cent of registered
voters in a self-governing unit have the right to file a petition and submit a bill of a council’s resolution or propose
to abolish or amend a normative act adopted by a council. A council shall review a bill of a normative act within a
month from the day of its submission.
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In addition, voters registered in a self-governing unit have the right to not only attend but also participate in sessions held
by councils or council commissions, open hearing of reports presented by officials and council members. Official persons
at the local self-governing bodies are obliged to organize an open meeting with a constituency at least once a year to
report on activities undertaken during a reporting period.

In fact these rights are rarely exercised by their holders as:

A The reform implemented in 2005-2006 had further complicated already weak process of civic engagement in
the implementation of self-governance. Lifting self-governance on a rayon level contributed to a gap between
municipal bodies and population and a tie between a citizen and respective local authorities had become
weaker.

A Part of the functions previously performed by self-governments are already centralized and therefore, there is
no longer the need for the local population to address to local self-governments to respond many of local
issues

A Public think (and in many cases this thinking is well grounded) that even when it comes to the implementation
of their own competences, ‘nothing is up to self-governments’ and therefore, if population want to have their
problems resolved they'd rather refer to central authorities.

As a consequence, the rate of referral to self-governments very law and so is the degree of satisfaction with
services provided locally. As early as the early stage of the implementation of the reform in 2005-2007 when
expectations towards positive outcomes and were high and United National Movement enjoyed trust and
confidence, the surveys indicated both to decreased number of referrals to local self-governments as well as to
growing frustration among the general public. Most of the referrals concerned communal issues, social problems
and access to documentation. According to 2007 surveys 60.6 per cent respondents in 2007 and comparatively
less in 2008 stated that they got what they had requested (32.7 per cent - communal sphere, 31.6 per cent - social
issues, 17.5 per cent - request for documentation) while 53.2 per cent of respondents said they had never referred
to self-governments as they did not need to. Importantly 34.6 per cent (2007) and 31.2 per cent (2008) of
respondents declared that they had no hope whatsoever that they would achieve anything.®

The degree of involvement of local population in the activities of local self-governments was even smaller. A
great majority of respondents (96.3 per cent — 2008) said they had never taken place in any of the meetings
organized by self-government bodies. Generally the percentage of those who did not believe that there was any
point in communicating with self-governments totaled 80.°

These sentiments had become even stronger in the coming years with the centrally authorities backing up the
tendency. Resolving a whole range of issues of local importance by the central authorities (‘Village Support
Program, infrastructural programs implemented in the regions) reinforced a belief that it was possible to respond to
great many problems bypassing local self-governments. The same feeling partially prevailed in self-governments’
bodies — while opening fountains, primary healthcare units and other facilities high rank local officials tried to stand
behind the president in other words they seemed in the public eye not initiators of activities or measures but those
who stood close to central authorities considered to be factual caretakers.

Negative attitudes towards self-governments demonstrated by boarder public were further reinforced by
attempts of the representatives of local self-governments to create an entourage of democratic processes at the
local level by means of their trusted individuals and make a series of populist and often illegal statements as
well as measures (bribing voters, creating additional but temporary employment for active supporters etc) for the
purpose of mobilizing support in pre-election period.
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13. Conclusions and Recommendations

While evaluating the course of local development over the course of past two decades, two qualitatively
distinguished periods can be observed covering 1991-2003 and 2003-2012 respectively.

The first period can be further divided into two stages: the period following the collapse of the Soviet legacy
when the self-governance system was defunct and the period of stabilization which saw the development of
structured system.

The period is characterized with the handover of multi functions to the self-governments. However, these
functions were mostly formal as local self-governments lacked both human and financial resources to implement
their responsibilities. The state was failing to carry out its major functions let alone implementing the
decentralization process and there was no capacity to take measures towards the local democracy development.

The second period can also be divided into two stages. Years following the Rose Revolution which saw a
considerable increase in the efficiency of the state structures. At the same time the authorities, even though
formally, would often speak about the need for decentralization (however, in fact it was implementing a plan of
modernization in a rapid pace) and the period (from 2007 and especially from 2008) when a centralized course is
legitimized and a style of hyper-centralized government is being implemented.

Unlike its predecessors the United National Movement had sufficient power to implement decentralization reform,
however, the state policies became focused on ripping off the self-governments their minimum and mostly formal
competences. If at the initial stage of the reform the state succeeded in increasing a gap between local self-
governments and their constituencies, at the following stage they deprived local self-governments, already under
the state’s control, of their rights and resources.

The Georgian society had remained an outsider over the course of these periods (especially for the past
decade). Decentralization did not seem to be a priority for the Georgian society and only narrow circles of
experts had been trying to develop their visions on decentralization. Only since 1990s 11 visions and rationales
have been developed but to no avail.

Visions developed since 2000s took two mutually exclusive course. Characteristics of each of the courses are
provided below.

1. Implementation of fully-fledged decentralization: radical changes in every sphere (starting from the territorial
arrangement all the way up to rethinking of state supervision). The supporters of this vision argue that a
reform which is implemented only a half way is highly unlikely to change the system and yield effective
outcomes. Furthermore, any new government tries to uphold a status quo with the hope to reinforce their
authority.

2. Progressive implementation of decentralization stretching over a long period of time through implementing
partial changes in some rather all of the spheres (changes should affect only fiscal decentralization and seek to
transfer competences to local self-governments and contribute to their capacity building, while the existing
model of territorial arrangement and internal structures of local self-governments should either be changed
slightly or maintained in their current forms). The supporters of this vision maintain their argument (likewise as
in 1991, 1997-1998 and 2005-2006) that a drastic dissolution of the system will take place before new
structures are created.

There is yet the third undeclared vision (held by ethnic nationalists and the nomenclature) which is against any
changes (its supporters deem it unacceptable to grant rights to ethnic minorities or to broader public as it is against
their narrow clannish interests). Its supporters try to reinforce the existing system. In best case scenario these
individuals support the second vision described above and are willing to hinder the decentralization process as long
as they can.
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What makes the situation even more complicated is that the actor, which is the public, is poorly informed, frustrated and
mostly indifferent to the reform as a great many unfulfilled promises do not give the ground to be hopeful of any change.

As of today, the state has demonstrated a political will to effectively implement the decentralization. Key Principles
of the Government's Strategy for Decentralization and Local Development for 2013-2014 approved in March 2013
declares the need for effective and over-arching decentralization. It is up to future to show whether or not counter
processes will gain a new momentum. What can be said for sure is that if there are no changes at this stage in few
years the need for resolving this issue will become even more severe. But in this case, starting positions will be far
more disadvantageous.

8 Annual reports on local democracy. Open Society - Georgia Foundation. 2007 and 2008
9 Annual report on local democracy. Open Society - Georgia Foundation. 2008.
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PART Il. LOCAL SELF-GOVERNANCE REFORM IN GEORGIA - 2013-2014

David Losaberidze

1. Precursors of the Reform
1.1. Parts of Local Self Governance System

A change of the government of Georgia aftermath the 2012 parliamentary elections has once again brought up the
issues pertaining to local self-governance founded on demaocratic principles.

Similar to all previous attempts of decentralization, the new reality stirred controversies and fears as generally
happens when it comes to introducing new policies. Debates around expediency of the introduction of the new
system and the readiness of both the general public and the State to make a step forward have once again hit
spotlights.

Georgia is no exception in this regard. Every attempt of decentralization of all times and countries has been
challenged by various groups who wage particularly strong resistance in transitional democracies.

Decentralization of power has two ultimate goals in every context: 1) delegation of competences of delivering
public service to local self-governments and 2) forming a system of governance which stands closest to people,
implements policies tailored to local specifics and carries out the management based on best interests of local
communities.

However, these two aims are coupled with two functions typical for transitional democracies which are to revive
local political processes and to contribute to the integration of local interest groups (including minority groups) in
general public processes through responding to legitimate requirement and needs of the local interests.

The implementation of self-governance and a process of decentralization entails answering questions as where
and which entities self-governance must be established in, what the functions of self-governments are and what
structures must be in place for self-government to attain its goals, what resources, both human and financial are
available and who oversees the process. However, the most crucial question is who self-governments are for.

1.2 Stages within the Formation of Local Self-Governance

The period aftermath the restoration of Georgia’s independence in 1991 has seen several attempts to establish
and reform self-governance.

A Georgia inherited an extremely centralized Soviet system of governance with all level of the government
formally enjoying equal rights while in fact the country was managed through a principle of so called
‘democratic centralism’.

A After the first multi-party local elections in 1991 local representative and executive bodies, city halls and
Gamgeobeba (an executive branch within local self-governments) were established. However, a tradition of

28



centralized management was still maintained through an institute of president appointed prefects. A coup de
stat prevented public councils from taking effect as a mechanism for public engagement.

1992 saw an attempt to implement a wider decentralization agenda, however, a bill of law was not passed.

There was no system of self-governance up to 1998. gamgebelis, who were appointed by the central
government carried out managerial tasks.

Further to the adoption of the Organic Law on Local Governance and Self-Governance in 1997 and aftermath
the 1998 local elections the levels of self-government (cities, boroughs, communities and villages) and
government (rayon) had been established.

Further to amendments seeking to revise the existing system in 2001 self-government elections were held in
2002

Between 1998 and 2006 self-governments enjoyed a whole range of competences. However, they were not
backed up by effective mechanisms and financial resources to implement the competences.

A new government making their way to power through the Rose Revolution voiced their commitment to reform
self-governance in the country. However, as it appeared the reform did not appeal the country’s political elite
as a priority. On the very contrary, in light of an urgent need for the country’s modernization the whole course
was redirected to a fully ledged centralization.

Further to the 2005 reform the lower level of self-governance was abolished (claiming more than 1.000 units)
and municipalities based on the territories of the Soviet time rayons were declared as the only self-governance
level which resulted in a considerable gap between the population and local authorities.

Since 2007 limited competences of self-governments have further decreased at the expense of increased
supervision, both formal and informal, by the central authorities. A great majority of taxes (including income
and profit taxes) have been completely centralized.

As a consequence, the country developed the most centralized system in Europe whereby self-governments had
effectively become local agencies of the central authorities.”

1.3 Self-governance System in Georgia by 2013

The absence of a political will of those being in power at different times throughout 25 years (Round Table, State
Council, Union of Citizens, National Movement) has been so far the most powerful barrier hindering the
establishment of effective self-governance in the country.

By 2013 it had become evident that the existing self-governance system had been failing to respond to actual
needs of the society and that problems caused by the inefficient system were affecting every sphere.

A

Territorial organization — since 2006 self-government authorities have been distanced from the communities
and they are too large to capture and reflect on local interests. The issues related to the formation of a medium
level of self-government (regions or any other forms) are still obscure.

Competences - the completeness of the local self-governments are limited and even such services as water
provision, which is under the competence of the local governments in every country, is centralized in Georgia.

" A Report on Georgia’'s Local Democracy Development (1991 — 2012), International Centre for Civic Culture, 2013. Available in Georgian at:
http://www.Isg.ge/?cat=library&topic=71&lang=ka
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A Structure — rapidly changing electoral system and regulations of routine activities aimed at upholding the
authority of a ruling party (in particular mobilizing supporters during elections) rather than responding to local
needs. Local governments also suffer from overstaffing, which leads to cost-ineffective expenditures and
embezzlement of scarce financial resources which could otherwise have been used for the implementation of
specific programs.

A Economic foundations — revenues from taxes levied on the local level (mostly limited to a property tax) is
scarce and self-governments have to rely on equalization, targeted or special transfers from the central
government which are allocated pursuant to the Centre’s political and economic interests. The State is the
owner of the largest share of property and the process of handing over property to self-governments is
currently at halt.

A Supervision — A number of mechanisms for formal and informal supervision have been increased which
prevents self-governments from making impartial and independent decisions

A Local skills - qualifications of local servants are low and lack of incentives both financial and other (rapid
changes in the structures, complete dependence on an immediate supervisor, the absence of a system of
knowledge) hinder the establishment of highly qualified servants on a local level.

A Ineffective system of self-governance inflicts the minimization of civil engagement - a majority of constituency
do not see much point in referring to self-governments. There are no public services available in many places
especially in rural communities while where such services are available they are of low quality, politicized and
as a rule expensive.

A Legal framework of self-governance requires further improvement to avoid collision and inconsistency between
laws which is a common occurrence today. The practical implication becomes even more complicated as the

negative effects of inefficient legislation is further reinforced by informal pressure from the central government.
8

1.4 Visions before the Reform

Even though the decentralization was never a priority on a political agenda over the last decade of the past century
and the first decade of the 21st century, some visions related to self-governance were nevertheless elaborated by
some experts and political groups. Various groups under the political union Round Table, such as the Union of
Traditionalists of Georgia, Republicans, National-Democrats and Peoples parties, the New Rights, Union of
Citizens and the United National Movement had different opinions on the issue. In addition, several versions were
being elaborated in the State Chancellery, academia and expert groups as well as in the unions of self-
governments — the Union of Cities of Georgia and the National Association of Local Self-governments.

These visions are profoundly conflicting with regard to such critical aspects as the territorial arrangement (including
a status of regions), competences, finances (transfers, local revenues), structure (rules regulating the formation
and operation of executive and representative bodies of self-governments) etc. For instance, eleven various
models of just territorial arrangement were introduced dealing with:

A The levels of the implementation of self-governance — whether or not sel-government should be implemented
in all settlements (3.600 units), in the communities existing prior to 2006 (1.000 units), on the territories of ex-
Soviet rayons (60-70 units) or in the historically developed regions (10-20 regions).

8 A Report on Georgia's Local Democracy Development (1991 — 2012), International Centre for Civic Culture, 2013. Available in Georgian at:
http://www.Isg.ge/?cat=library&topic=71&lang=ka
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A The number of self-governance levels - how many levels should there be (one or two) and if a decision was to
be made in favor of a two-level self-governance which units it should include: settlement-rayon, community-
rayon, community-region or rayon-region.

These visions as a rule, represented a collection of general opinions which lacked in-depth analysis of critical
issues pertaining to each of the directions.

The first attempts to analyze and unify existing visons on the level of a holistic concept emerged in the middle of
the past decade when several SCOs including expert groups developed the following two concepts in 2004-2005:

1. A conceptual model of Georgia's administrative-territorial administration and for delimiting administrative,
financial, property and legal competences between levels of the authority.®

2. A concept for the management and administrative-territorial arrangement of the capital Thilisi0

Besides, international expert communities and those of the National Association for Local Self-government started
working on developing stand-alone strategies of such fields as public service reform, delimitation of self-
governments’ competences and preparing framework for operational regulations of daily routine activities.

A new Georgian Dream coalition emerging on a Georgia’s political arena in 2011-2012 based their visions on the
principles embedded in the concepts developed by CSOs in 2005.

A group of authors of the 2005 concept under an aegis of the Research Institute for the Development of Georgia
introduced the Broad Concept of the Georgian Local Self-Governance System based on a revised version of the
2005 document.

1.5 A New Political Reality

The political power (the Georgian Dream Coalition) declared the establishment of effective self-governance as one
of the key priorities with its leader Bidzina Ivanishvili often highlighting the importance of decentralization in his
interviews with media. !

Issues related to self-governance occupied one of the central places in the Georgian Dream’s pre-election program
which at least formally highlighted the need for progressive improvement of public services. The new political force
put a strong emphasis on commitments to profoundly change the system, implement an overarching reform and
approximate the self-governance system to the country’s population to the maximum extent possible.

It had been declared that ‘the Georgian Dream having ascended to power with the will of people ... will establish a
balanced model of the government agencies, an effective self-governance and a multi-party political system and for
this purpose will implement a constitutional reform based on active civil participation’. 12

The program also identified key reform directions conceming all fields of self-governance. More specifically, the
following had been proposed in the program:

9 A conceptual model of Georgia's administrative-territorial arrangement and for delimitation of administrative, financial, property and legal
competences between the levels of authority, Georgian Young Economists Association, 2005

10 A concept for the management and administrative-territorial arrangement of the capital Thilisi, the Civil Society Institute, 2005

11 Bidzina Ivanishvili's meeting with the regional media, November 17, 2011

12 Election bloc ‘Bidzina Ivanishvili - Georgian Dream’, an election program 2012. Available in Georgian at:
http://www.ivote.ge/images/doc/pdfs/ocnebis%20saarchevno%20programa.pdf
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A To hand over respective competences, finances and property to self-governments which must have elected
representative and executive bodies to take over the largest part of public services instead of centralized
management.

A Citizens must be able to directly participate in planning budgets of their own communities or towns and receive
adequate services from the authority closest to them.

A To considerably increase budget revenues of self-governments through implementing effective fiscal
decentralization. State property of local importance (including a large portion non-privatized arable and non-
arable lands) must become the property of self-governments.

A To determine the status of every settlement (village, borough, town) as a legal body and grant the latter vital
resources (land, water and real estates) critical for their development.

A To establish more or less self-sufficient communities in close partnership with the population and based on the
local specifics.

A To elect town hall members and mayors/gamgebelis through direct elections. Foremen/forewomen must also
be elected in every village.

A To create enabling environment for the establishment of regional self-governance and grant a territorial-legal
status as well as sufficient resources and effective competences to the regions at the transitional stage.
Measures need to be taken in order to establish democratic forms and mechanisms of governance including
replacement of an institute of governors with effective system of regional authority based on the needs and
interests of local population.

A To establish a well-developed system for training of local officials to provide continuous education and
retraining.

A To establish a system of financial stimulation for the development of high mountainous zones of Georgia.'3
After a victory in 2012 parliamentary elections Georgian Dream reiterated the need for a decentralization reform. At

the Parliamentary Assembly of the Council of Europe Bidzina Ivanishvili stated that the self-governance reform
stood the most important priority for the new government.

2. The preparation for the Reform

2.1 The Beginning of the Preparation for Legal Framework

In October-November 2012 after the formation of the new government, the Ministry of Regional Development and
Infrastructure led by Minister David Narmania had been tasked to prepare a legislative framework for the self-

governance reform.

Later on, in April 2013 a department for the relations with the regional and local self-government authorities of the
Chancellery of the Georgian Government was set up in the office of Prime Minister Ivanishvili.

13 Election bloc ‘Bidzina Ivanishvili - Georgian Dream’, an election program , 2012. Available in Georgian at:
http://www.ivote.ge/images/doc/pdfs/ocnebis%20saarchevno%20programa.pdf
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These two structures under the coordination of the Parliamentarian Committee for the Regional Policy and Self-
Governance started drafting legislation for the regulation of local self-governance.

It became evident that a strategy document of the Georgian government was to be developed at the initial stage to
be followed by a new edition of an organic law regulating the field of local self-governance.

A new working group set up in the Ministry of Regional Development and Infrastructure started developing
legislative acts. At the same a decision was made to create a mechanism to ensure public engagement in the
preparation of the reform in a form of a council of advisors consisting of representatives of the civil society.

Under the Order 117/N of November 27, 2012 of the Minister of Regional Development and Infrastructure Council
of Advisors for the Development of Self-governance and Regional Policy was created aiming to implement the
decentralization process, develop recommendations and proposals on the issues related to local self-governance
and regional policy, plan, support and monitor the reform implementation within its competences.

In order to attract organizations and experts with specific expertise and experience the Council set up thematic
working groups uniting more than 70 experts and representatives of the civil society (lawyers, economists, financial
experts, urbanists etc).

The working groups were open to any organization and expert willing to contribute with their visions on specific
aspects of the reform and expressed desire to become members of any of the working groups.

One of the guiding principles agreed upon by the Council and working group members was not to ignore any idea
or proposal regardless of a level of support and approval meaning that any controversial idea was to be submitted
to the Ministry of Regional Development and Infrastructure.

The Council and working group members worked free of charge. Later on, after six months a USAID contractor
organization Management System International (MSI) started providing financial and technical support for specific
activities through Open Society — Georgia Foundation.

2.2. The Government'’s Strategy

After undertaking a series of activities the Ministry of Regional Development and Infrastructure prepared and
submitted a document on Key Principles of the Strategy for the Development of Decentralization and Self-
governance of the Government of Georgia for 2013-2014 which was approved by the Georgian government with
the Resolution 223 of March 1, 2013.14

The strategy identified the following key directions:

Public Self-governments in every settlement - A law to ensure the engagement of rural communities in decision
making processes was supposed to be adopted in 2013. Under a draft of the law village settlements would be
granted a status of a legal body. It envisaged the creation of public participation mechanisms in rural communities
through village gatherings to elect a lead body. The village gatherings would have the authority to select and
monitor projects under the Village Support Programs as well as any other program targeting village communities.
After the 2014 local elections the public self-government structures were to be integrated in the self-governance
system. Public self-governments would run expense reports rather than having their own budgets. Respective
municipalities would have the rights to hand over property, land and natural resources to public self-governments
for further utilization.

14 Key Principles of the Strategy for the Development of Decentralization and Self-governance of the Government of Georgia for 2013-2014.
Available in Georgian at: http://www.government.gov.ge/index.php?lang_id=geo&sec_id=275&info_id=36295
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Municipal self-governance - A level of self-governance smaller than the existing rayons and closer to the
population would have been established in the country. Before 2014 local elections new self-governing entities
would have been formed based on criteria developed by the government of Georgia and tailored to local needs. A
representative body of a self-governing entity was to be elected through direct, equal and secret voting based on
personal single transferable vote for two years. Heads of executive bodies would have been elected through direct
elections. The draft of the law also stipulated the identification of a list of exclusive competences while transitional
provisions would determine a timeframe of the transfer of part of competences to self-governments. Besides, self-
governments would manage specific components (service and administration) of functions delegated by the central
government.

Regional Self-Government - Regional territorial-administrative entities would have been established based on the
geographical scope of the state’s representatives/governors with established key elements of regional self-
governance (representative bodies, own competences and resources). Representative body would have consisted
of the representatives of municipal self-governing entities within that particular region with the consideration of the
representation of opposition or independent members. A head of a regional administration would have become a
head of an executive body while a regional council would have been responsible for the selection and proposition
of candidates to the Georgian government. Inter-regional issues that could not have been dealt with by self-
governments (large social and economic infrastructure, as well as specific components of business/agriculture,
large capital projects and national-wide programs) would have been delegated to the regions as their exclusive
competences.

A special status of the capital city - Thilisi would have been granted functions of both municipal and regional
self-governance. The capital would have been divided into municipalities/districts with their own representative and
executive bodies. A new model of regional self-governance bodies and Thilisi's authorities would have been
developed in the wake of the 2014 local elections

Delimitation of Finances and Property - It had been proposed to delimitate revenues of municipal and regional
bodies with municipal and regional budgets to enjoy their own revenues (including income revenues, property
management revenues, levies, other incomes, equalization transfers from the state budget). The proposed
changes also suggested that a concept of shared tax (income tax) be introduced and a rule for the referral of
income tax to respective budget be changed (to be based on a place of registration of an employee rather than an
employer). This changes would be introduced gradually throughout 2015-2017. The law would establish a lower
limit of an annual equalization fund while a share of local budgets in relation to Georgia’'s gross domestic product
would increase progressively. The law would also establish norms for administrative expenditures and regulations
of self-governments. The municipalities would regularly be handed over land (arable and farmlands, pastures,
forests), water, real estates and assets.

The state supervision - Legal supervision (looking at the compliance with the law) would be exercised over
exclusive competences of self-governments while delegated competences would be subject to scrutiny to ascertain
the content and quality of the attainment of aims and objectives as well as the extent to which the implementation
of the delegated competences complied with the law.

High-mountainous and special settlements - A special law on High-mountainous and Special Settlements was
expected to be passed in 2013 to deal with high-mountainous, depressed and remote settlements as well as those
areas with a strategic importance in terms of the prevention of migration. The law would grant special benefits and
provide financial support programs to such areas.

The strategy sought to yield the following outcomes:

A Increased level of civic engagement in decision making regarding the issues of local importance.
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A Improved delivery of public services that would be independent from unified decisions made on the central
level

A Established two-level self-governance relevant to the arrangement typical to European countries of the similar
size

A Fostered public responsibility on local level and decreased likelihood of confrontations between certain groups
and the central authorities.

A Enabling local environment for the detection of active citizens and their career development which would
contribute to overcoming a gap of qualified human resources in the country.

2.3. Aworking Process of a New Legislation

An organic law - the Local Self-governance Code finalized by September 2013 had been based on the Key
Principles of the Strategy for Decentralization and the Development of Self-governance of the Government of
Georgia for 2013-2014 approved by the government.

A process of the development of a draft code saw arguments and debates on visions and approaches between the
experts within the thematic groups of the Council of Advisors on the Issues of the Regional Policy. Often the
experts invited to the Council and working groups held diverse visions and opinions and some of them criticized
documents developed by the Council from many angles. The following issues stirred the fiercest criticism:

A Atitle of the draft law — it had been stated that a self-governance code was not an accurate title as the code
was supposed to regulate a specific area of public and state activities and that was the reason why
international organizations disagreed with such a formulation of the title. However, later on the Council of
Europe did not voice any remarks with regard to the fitle.

A The issues related to regional unification of self-governments — opponents argued that establishing regional
unions was more of a subject of the state arrangement rather than the implementation of self-governments’
activities and therefore, it went beyond the scope of the regulation of the self-governance as non-
constitutional. The Council addressed the Georgian constitutionalists to provide their opinions with regard to
this issue. The Georgian experts (doctor of law Gia Khubua, invited scientist from the Institute of Communal
Sciences at Potsdam University Besik Loladze, constitutionalists Beka Kantaria and Avto Demetrashvili,
experts Zurab Ezugbaia and Ekaterine Gogichaisvhili, doctor of law Kakhi Kurashvili) submitted their opinions
according to which unions of self-governments did not represent a subject of constitutional regulation unless
an independent government unit was created within the regions. 1

A Risks to encourage separatism undermining the country’s integrity - The concerns were related to granting the
self-governments in the regions (especially those densely populated by ethnic minority group) the right to inter-
coordinate their activities. - The issue had acquired a political shade later on despite a statement made by the
Ministry of Justice on the exaggeration of the concerns. 16

A Territorial optimization of self-governments - The opponents argued that the formation of new municipalities
closer to the population was inexpedient as a rayon based arrangement originating from the Soviet times

15 The time for self-governance, the International Centre of Civic Culture. Bulletin N2, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/tvitmmartvelobis%20biuleteni%20%232.pdf

16 The time for self-governance, the International Centre of Civic Culture. Bulletin N2, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/kodeqsi%20meeqvse.pdf
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accurately reflected the needs of the country. The participation of the Georgian scientists in establishing
rayons in the 20-30s of the past century brokered by the Communist regime was used as a justification even
though the establishment of rayons had been a common practice in all countries under the totalitarian Soviet
rule and had nothing to do with Georgian specifics let alone calculations and reports prepared by the Georgian
scientists.

A Competences of the self-governments - a concern that the code focused mostly on the issues related to
territorial optimization and ignored the need for increased competences had been repeatedly raised (Note:
only 5 out of 197 articles dealt with the territorial optimization. 3 out of the 5 articles had been copied from the
existing legislation without any changes). At the same time, the draft stipulated to increase a list of
competences (i.e. in the field of water provision) of self-governments and grant adequate financial resources
for the implementation of the competences.

A The cost of the reform and the distribution of financial resources — debates were mostly around the issues
related to financing new municipalities and unrealistically high costs were named as a key argument against
the reform (it was allegedly estimated that the implementation of the reform would cost several billion GEL at
the initial stage). However, the Ministry of Regional Development and Infrastructure estimated that the initial
stage of the reform would only cost 44 m GEL and that this sum was already available from the budget).

Later on, in June 2013, authors of an alternative vision introduced a draft developed under an aegis of the National
Association of Georgian Local Self-governments. It was soon revealed that the member self-governments had not
participated in the preparation of the draft as a result of which, a group of experts stated that the draft had been
prepared by an independent group of experts.t

It should be noted that the alternative bill provided comparatively more explicit definition of the local competences
and for this very reason the Council of Advisors asked the authors to present their visions to the members of the
Council which eventually took place in July 2013.

Sadly, the Council and the authors of the alternative bill did not continue cooperation. Opponents of the hill of the
Self-governance Code developed with the participation of the Council of Advisors started spreading inaccurate
information among the state structures, international organizations and general public about both content as well
as forms of the activities undertaken by the Council which ultimately led to creating rather an unhealthy context
with regard to the bill of the code resulting in the emergence of negative disposition towards the reform in some
public groups.

Prolongation of the working process till September 2013 was caused by consultations with various stakeholders

including agencies, interest groups stretching over an extensive period of time and resulting in an arranged version
of the law.

2.4 Awareness Campaign

One of the key directions of the reform had been to raise awareness of every stakeholder as well as of general
public on the changes to be brought about by the state’s strategy and the self-governance code.

Open discussions regarding the principles reflecting in these documents started in December 2012. Both the
Ministry of Regional Development and Infrastructure and the Council of Advisors on the Development of Self-

17 The time for self-governance, the International Centre of Civic Culture. Bulletin N3, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/test%201.pdf
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governance and Regional Policy together with its member SCOs were actively engaged in processes aiming to
raise awareness on the reform.

Working and introductory meetings had become particularly intensified since March 2013 and a series of meetings
were organized and held not only in the capital Thilisi but also in all regions of Georgia. The meetings were
attended by the representatives of authorities, civil society organizations, groups of active citizens, media, political
parties, international and donor organizations and diplomatic missions. In total several thousand individuals
benefited from more than 100 meetings.

The reform process hit the headlines and enjoyed substantial media coverage through TV and radio programs and
articles dedicated to self-governance reform.

Information on the activities undertaken by the Council of Advisors and documents developed in the course of their
activities was placed on www.droa.ge. Besides, both the members of the Council of Advisors and the
representatives of the Ministry of Regional Development and Infrastructure met number of organizations and
individuals who were interested in decentralization.

It goes beyond doubts that a twenty year period since the restoration of Georgia’s independence never saw such
an unprecedented scale and number of discussions and debates stirred by the bill of the law on decentralization.

However, as further developments proved, these efforts were not enough. In parallel with the activities undertaken
by the supporters of the reform, a full-fledged propaganda was launched by opponents of the reform. There is a
reasonable doubt that a campaign had been planned by a force holding not only ideologically different standpoints
but also motivated by mercantile interests. A series of messages originated simultaneously within various interest
groups corroborates this assumption.

2.5. Intergovernmental Discussions

The Ministry of Regional Development and Infrastructure completed a draft of the code in August 2013. On
September 13 the draft together with annexes (including 7 bills of law related to the code) was submitted to all
ministries. However, it turned out that the negative attitude towards an in-depth reform of the self-governance was
not engrained only in public or political groups but also in various institutes of the Georgian central authorities.

The complexity of the reform in light of the need for a strong political will, as well as issues related to technical
details of the reformation process raised legitimate questions among the representatives of the central authorities
as well as among the members of the ruling Georgian Dream coalition. More specifically:

A Devolution of competences to local self-governments raised concerns over the potential loss of excessive
control exercised by the central authorities over political process.

A There were concerns that the time constraints would not allow to implement the first phase of the reform
before the 2014 local elections.

A The issues related to the distribution of financial resources were considered as the most burning. There were
doubts that the formation of a new system would result in increased liabilities of the center while the existing
mechanisms of control over the devolved financial resources would become weak and ineffective.

A Inefficient operation of the state structures and the lack of understanding of the existing context within the
central government made the prospect of financial and property devolution complicated. In addition, the same
problems would not allow to make an accurate inventory of the property.
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A It was feared that the devolution of power to the municipalities would encourage various, not always legitimate
groups to promote their interests which would increase the likelihood of corruptive deals on the one hand, and
on the other would contribute to intensifying undesirable process and populist propaganda from the
perspective of the state interests.

Because of these and other reasons, some of the ministries had denounced s series of the regulations stipulated
by the self-governance code.

After the ministries expressed their opinions, a process to discuss the code article by article began as a result of
which debated provisions were removed from the original version of the code (23 chapters and 222 articles) and
the finalized version contained only 22 chapters and 197 articles).

It is worth noting that the authors of the bill never turned down any of the principle items of pre-election program or
the state’s strategy. The changes affected the timeframes for the implementation of some of the directions.

In the wake of time-consuming discussions and counter-compromises, the ministries came to agreement on a
finalized version which was eventually submitted to the parliament. On October 30, 2013 the Parliament approved
the code. 18

2.6. The Bill of the Self-governance Code

The bill submitted to the parliament comprised 8 sections, 22 chapters and 197articles. Each of the sections
determined the rules for the regulation of specific directions of the reform.

Section | — Definition of Self-governance Contained chapters on general provisions, administrative-territorial
arrangement of local self-governments and competences of the municipalities

A The idea to implement administrative-territorial optimization as a single act was rejected in the final version.
Instead it had been suggested that the formation of new municipalities should initially affect 20 rather than 59
municipalities (with more than 10 thousand residents in centers), to be followed by 13 more municipalities (with
more than 15 thousand residents in the centers).

A The list of competences of the local-governments had not increased substantially. However, water provision
management, transport organization and some other small scale competences were handed over to the local
self-governments (Article 15). A strong focus was made on effective implementation of already existing
competences and adequate provision with the resources.

Section Il - Organs of Municipalities described the framework for the administrative-legal acts issued by the
representative and legislative bodies of the local self-governments as well as by their authorities.

A The bill of the code introduced a new procedure for the dismissal of a head of executive authority suggesting
that 2/3 of a party list be authorized to dismiss the head, while 20 per cent of voters or 50 per cent of council
members be able to put the dismissal as an agenda item.

Section Ill — the Capital of Georgia Thilisi determined the status of the capital city as well as representative and
executive bodies of the Thilisi self-government and its administrative entities.

18 Press office of the Prime Minister, the Government’s session of October 30, 2013. Available in Georgian at:
http://www.government.gov.ge/index.php?lang_id=geo&sec_id=274&info_id=38691
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A Establishment of representative bodies in Thilisi's district stood out as one of the most important new additions
(Article 68).

A Increased rights of the Capital’'s council.

Section IV - citizens’ participation in the implementation of local self-governance and public councils at
the settlements described the forms of civic participation in local self-governance, a definition and competences of
public councils of the settlements.

A The code would introduce a form of direct democracy, that is public councils in each and every settlement
(Article 90) which would have their own expenditure and property with the right to exploitation to be managed
on a voluntary basis (Article 94).

V Section - a budget of a municipality and economic foundations covered the guiding norms for regulating the
budget, property, property generation, privatization and entitlement to utilization of property

VI Section - the State supervision, audit and direct state management contained the following chapters: the
state supervision over the activities undertaken by the local self-government, audit of the activities of the
municipality authorities and direct state management, dismissal of the council, termination of activities and
extraordinary termination of authorization.

Section VIl - regional association of municipalities determined a status and competences of the association.

A Being a representative body of the association, the council (Article 167) ensured proportional participation
(Article 169) of the representatives of self-governments which were members of the association (including the
opposition).

A Astate’s representative-governor would be a lead of the association (Articles 167 and 175).

Section VIII - transitional and conclusive provisions identified the work to be undertaken by the central
authorities at the initial stage of the reform, the order and timeframe of the implementation of the activities.

A Territorial optimization would have been implemented by the 2014 elections in those municipalities which had
more than 15 thousands (13 entities) while the rest of the territory (46 entities) would be subject to the process
by 2017 (Article 179).

A According to Article 193 budgets would have been separated by latest September 1, 2015.

A The rules for the transfer of the land and its volume to the municipalities would be determined by January 1,
2017.

A The standards for the calculation of the number of staff in the local municipalities were determined at the initial
stage and the maximum for administrative costs for the local budgets was set at 25 per cent.19

19 Bill-organic law of Georgia local self-governance code. Available in Georgian at:
http://www.mrdi.gov.ge/ge/news/selfmanagment/529db93c0cf276b73b39d851
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3. Political Process and Attitudes of Stakeholders
3.1 Attitudes of the Public Groups

After the approval of the bill of the code by the Georgian government, discussions of cons and pros of the
proposed reform moved from academic debates to political circles.

Extra parliamentary political forces had been active from the very beginning of the process. Non-parliamentary
opposition had been demanding stronger guarantees which would ensure more active engagement in the
discussions. 13 political unions made a statement on November 20, 2013. As a response to the statement, the
Ministry of Regional Development and Infrastructure reminded the political forces that the legislative process had
been ongoing since March and there were no barriers for those who were willing to participate and at the same
time invited them to participate in the discussion.

On November 30 the discussion of the bill snowballed into heated debates. A demand made by the non-
parliamentary opposition consisted of 14 items including those issues which had already been referred to in the bill
of the code (timeframes for the formation of new municipalities, number of members of councils, heads of public
self-government bodies, rules for the election of Thilisi district councils, the need for the introduction of shared
taxes etc).

At the same time, the non-parliamentary opposition had been demanding to submit the bill for an international
expertise (while the hill had already been submitted) and argued against the establishment of representative and
executive bodies on the regional level because of alleged threats of separatism attached to the introduction of
components of self-governance on the regional level by certain political forces.

It should be noted that before the introduction of the code these political parties were avid supporters of
government structures in the regions and their party program made a strong emphasis on the issue.?

The key demand was to halt the parliamentary discussion until a wide political debate was over. This demand
triggered a suspicion in supporter groups that there was an attempt to prolong time so that a new system would not
be formed before the local elections and the process would be called off for at least several years.

A majority of the country’s civil sector held the position which was radically different from that uphold by the political
parties. Even amidst the government discussions (October 8, 2014), a group of civil society organizations called on
the Georgian government to not hinder the reviewing of the law including by the Parliament.2l The similar
statement designed for the legislative body was made after the bill had been submitted to the Parliament.2

In addition to civil society organizations, other public groups (including ultra-nationalists ones) also voiced their
opinions mostly suggesting that devolution of powers to local self-governments contained certain risks particularly
in those regions which were predominantly resided by ethnic minorities.

Groups critically disposed towards the reform saw risks also in the regions with ethnic Georgian population. Not
only tabloids but also TV channels would highlight increased likelihood of Megrelian, Svan and Gurian separatism.

20 The time for self-governance, the International Centre of Civic Culture. Bulletin N6, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/kodeqgsi%20meeqvse.pdf

21 The time for self-governance, the International Centre of Civic Culture. Bulletin N4, August-October, 2013. Available in Georgian at:
http://www.lsg.ge/uploadedFiles/files/biuleteni%20-%20tvitmmartvelobis%20droa%204.pdf

22 The time for self-governance, the International Centre of Civic Culture. Bulletin N6, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/kodeqgsi%20meeqvse.pdf
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It had become evident that phobias were not based only on opinions and fears of certain individuals but also some
political and economic group had also been backing up these sentiments. These attitudes had become particularly
strong after the Georgian Dream nominated non-Thilisi born minister of the Regional Development and
Infrastructure David Narmania as a candidate for the mayor of Thilisi.

A new topic on non-Thilisi origin of David Narmania hit media headlines and became extremely popular in social
networks. The wave was accompanied by vitriol of activities undertaken by the Ministry of Infrastructure and
Regional Development including the bill of the code. In fact those who wished to see the bill not being passed by
the Parliament (even within the ruling coalition!) perceived that a fiasco would also affect the rating of the nominee
for the mayor of Thilisi.

The culmination of the public debates was a statement made by the Patriarch llia Il on December 4, 2013
according to which ‘the implementation of the code will entail the disintegration of Georgia'. The statement was
much resonated in the Georgian public and the part of the society who had little knowledge of details of the
decentralization process had become growingly concerned and afraid of consequences as declared by the
institution enjoying a high level of trust.

As a consequence, the statement had contributed to the increase in the number of those who opposed the self-
governance code. A majority of political leaders noted that there was a misunderstanding. At the same time, some
made statements regarding overly interference of the Georgian patriarchate in the state. After these events, the
authors of the bill made a promise to revisit some of the provisions stipulated by the code which eventually
happened during the parliamentary hearings. However, David Narmania stated that ‘the code of the self-
governance never contained any threats’.23

3.2. Attitudes at the Local Level

The attitudes at the local level in the regions were somewnhat different from those held by the Georgian political
spectrum and various interest groups. Some of the public groups were hopeful that the reform would be
implemented.

Right at the initial stage large groups of supports started mobilizing in two of Georgia’s big settlements of Zugdidi
and Gori where the local population had been demanding for the status of self-governing cities for more than two
decades which they lost in the 1980s. As early as in the spring of 2013 the citizens of the two towns started
collecting signatures. Eventually 3.300 and 1.500 signatures were collected in Zugdidi and Gori respectively.

The population of Jvari and its surrounding villages also demanded that a status of independent self-governing
entities be granted to the town. It is worth noting that this was not the first case when such a demand be made
(before 2009) but to no avail. The Georgian government and the Parliament were provided with the request and a
package of relevant documents.

In the beginning of November 2014 the population of Chiatura town also demanded a status of a self-governing city
and started preparing for a rally. However, the rally never took the place because of a promise made by a
majoritarian MP according to whom the issue pertaining to Chiatura and similar towns (Zestaponi, Borjomi etc)
would be regulated as exceptions.

23 The time for self-governance, the International Centre of Civic Culture. Bulletin N6, 2013. Available in Georgian at:
http://www.Isg.ge/uploadedFiles/files/kodeqgsi%20meeqvse.pdf
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The similar demands were made in Borjomi, Sagarejo and Kobuleti. The population of Tusheti voiced their demand
to split the Akhmeta municipality and form a separate Tusheti municipality in a high-mountainous zone. The
representatives provided a well-developed economic justification for such a demand.

3.3. Parliamentary Hearing and Agreements with Acting Stakeholders
On November 12, 2013 the Bureau of the Parliament of Georgia registered the hill of the self-governance code.

The end of November and the beginning of December saw the commencement of the committee hearing of the bill.
Legal, Health and Financial-budgetary committees were the first to start the hearing at a joint session also attended
by the non-parliamentary opposition.

Committee hearings took place in eight parliamentary committees including a leading regional policy and self-
governance committee. The first deputy minister of Regional Development and Infrastructure Tengiz Shergelashvili
was a key speaker during the hearing.

At that time the issue of the adoption of the code came to question once again. Dragging the process of the review
of some of the articles indicated to the attempts of the opponents who had been trying to prolong the process so
that it would have been impossible to approve the code before the spring session and because of alleged lack of
time postpone the implementation of the reform after the 2014 local elections.

A final version was eventually finalized amidst the committee hearings, working meetings and mutual agreements.
However, the final version was considerably differently from the original one as a series of original articles and
provisions were either changed or omitted.

For instance, a whole range of provisions related to the selection of public self-governance body in the villages was
deleted from the final version of the code. The first attempt to introduce this system under a separate law failed in
May 2013 as an author of the hill of code parliamentary committee on regional policy and self-governance (E.
Tripolski, G. Zhorzholiani) withdrew the bill. It was decided to incorporate the law in the self-governance code.
However, G. Zhorzholiani took out the question from an agenda. Instead, an article was added to transitional
provisions according to which the government was to submit a bill on additional civil engagement mechanisms to
the Parliament by the end of 2014.

In mid-December 2013 Congress of Local and Regional Authorities of Europe of the Council of Europe submitted a
preliminary conclusion on Georgian self-governance code according to which Council of Europe welcomed the
intention of the government of Georgia to implement effective decentralization reform, positively evaluated a series
of articles and provided recommendations to correct flaws within a number of articles.

It should be noted that the Council of Europe welcomed those articles (i.e. election of representative councils of
self-governments in the districts of the Capital Thilisi and regions) which had already been omitted from the bill.

In spite of compromises made by the authors of the hill, parliamentary debates clearly indicated that a camp of
opponents was stronger than expected not only in executive authorities but also in the Parliament. As early as a
day prior to the first hearing in the committee of regional policy and self-governance, there was a looming threat
that proponents of the bill may fail to collect necessary number of votes.

The situation drastically changed on December 12 as a result of successful mobilization of support by the
proponents of the bill. It is worth noting that the speaker of the Parliament met representatives of civil society on
the very day. Up to 200 SCOs expressed their support by submitting signatures in support of the bill.

42



A speech made by the speaker of the Parliament was emotionally charged and firm as instead of reading out his
own speech he cited an article written by llia Chavchavadze On the Arrangement of a Village. Three out of six
subjects of the Georgian Dream (Republicans, National Forums and Conservatives) openly expressed their
support to the bill.

On December 2013 the Parliament approved the organic law Self-governance Code at the first hearing with 82
positive votes against zero.

In spite of a preliminary agreed scheduled the code could not be heard at the 2013 autumn session.

The second hearing of the bill of code took place at an extraordinary session in January 2014. Following heated
debates the Parliament approved the code at the second hearing as well on January 24, 2014 (84 positive votes
against 16). A series of changes reflecting on the interests and requirements voiced by some of MPs was made to
the code (i.e. regarding benefits enjoyed by heads of the parliamentary fractions, increase in the number of
personnel in the municipalities).

In the very beginning of the spring session, on February 5, the code was approved at the third hearing without any
particular complications. However, it should be noted that slightly more than half of the list members (77 votes
against 7) supported the code which means that there was a chance that the bill would be dropped not because of
political but ‘technical’ reasons.

In the process of the adoption of the code by the Parliament of Georgia certain political forces and some of SCOs
made statements which aimed to underline their roles:

A Parliamentary opposition - United National Movement stated that self-governing cities should be formed not
only in seven cities but in all cities with more than 10.000 citizens even though UNM was disposed skeptically
to the idea to increase the number of self-governing cities in the beginning of discussions.

A Representatives of non-parliamentary opposition declared that thanks to their efforts ‘threats of separatism
contained in the code were eliminated’.

A Some of CSOs expressed their skepticism towards the rights of city councils to dismiss elected mayors and
gambebelis enshrined in Article 48 (however, these organizations had not raised the concern during the
previous discussions). On the other hand, some CSOs offered an alternative to the above mentioned article.2*

The period to follow has seen a new tendency demonstrated by those agency which had previously skeptical to the
hill but now claimed credit for its adoption.

4. The Implementation Process of the Reform
4.1. Beginning of Administrative-territorial Reform: New Self-governing Cities
The division of the country into rayons as administrative-territorial units is a Soviet legacy. The system was based

on the principles of socialist planned economy and the need to develop fields of "popular industry". However, there
were cases of changing nomenclature apparatus according to subjective opinions.

2 The time for self-governance, the International Centre of Civic Culture. Bulletin N6, 2013. Available in Georgian at:
http://www.lsg.ge/uploadedFiles/files/kodeqgsi%20meeqvse.pdf
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Since the restoration of the country’s independence the administrative-territorial division has never been revisited
to reflect on the need for the establishment of municipal arrangement in order to develop local democratic
institutes. Even though a common sense would prompt the Georgian authorities of different times to adapt the
administrative arrangement to new realities (for instance, resolution N321 of 14.05.1999 signed by the president of
Georgia approved the rules for resolution of issues related to Georgia's administrative arrangement), however, the
situation had remained unchanged due to the absence of a political will. Every new government would postpone
the resolution of this problem for an unidentified period because of various reasons (maintaining stabilities at a
local level, easiness of centrally managing the country etc).

Pursuant to a strategy approved by the Resolution N223 of March 1, 2013 by the Georgian government, territorial
optimization of self-governments was declared as the top priority of the reform: ‘... settlements or a union of
settlements shall be developed as self-governing entities, self-governing cities and communities... self-governing
entities reflecting local specifics shall be formed based on criteria developed by the government... a list of self-
governing entities and their borders to hold 2014 local elections will be approved'.?>

The authors of a hill of local self-governance code submitted to the Parliament of Georgia in September 2013
envisaged the following stages of administrative-territorial changes: towns with more than 10.000 residents would
become self-governing cities, while self-sufficient community municipalities would be formed on the remaining
territory. However, after the approval of the bill by the Parliament the figure was changed and Clause 2 of the
Article 3 read as follows: ‘a self-governing city is a settlement with at least 15.000 registered residents,
demonstrates a potential for urban attraction and development and has a status of a self-governing city’. However,
during the first hearing in the Parliament following heated debates, the criterion was removed as a result of which a
self-governing city was defined ‘as a settlement within a city category, which either already has or will be granted a
status of a municipality under the terms and the conditions of the Code’.26 The ruling coalition (presumably after the
political council of the Georgian Dream convened on December 3, 2014) deemed it expedient to grant a status of
self-governing city to those towns which homed offices of state's representatives/governors. Pursuant to Article 151
of the Transitional Provisions of the Self-governance Code seven more towns (Telavi, Mtskheta, Gori, Akhaltsikhe,
Ambrolauri, Ozurgeti and Zugdidi) were made self-governing cities (to add to existing five self-governing cities of
Thilisi, Rustavi, Kutaisi, Poti and Batumi).

The authorities declared the approval of the Local Self-Governance Code on 5 February 2014 the first phase of the
reform to be followed by another phase aimed at fulfilling commitments outlined in transitional provisions of the
Code. Setting up self-governing communities after seven towns had been granted a self-governing status. This
was thought to test as a pilot for further wide-scale territorial reform.

In their statement voiced through printed media on 13 March 2013 the Government Commission on Regional
Development invited a wider public ‘'to discuss the opportunities of creating one self-governing community in each
of the territories left as a result of separation from self-governing cities. It is proposed that administrative centers of
such self-governing communities be placed in self-governing cities’.2” On 16 March Georgian NGOs criticized this
proposal and issued a joint statement to declare that a government brokered model would fail to

A create a system of self-governance which would be able to bring constituencies and self-governments together
and allow for the former's effective participation in local decision making processes

A create an enabling environment for the development of local interests based self-governments

2 Resolution of the Government of Georgia 223, 01.03.2013 Fundamental Principles of the Decentralization and Self-Government Strategy
of the Government of Georgia for 2013-2014. Available in Georgian at:
https://matsne.qgov.ge/index.php?option=com_ldmssearch&view=docView&id=2209502&lang=ge

2 A hill of the Georgian organic law Georgian Self-Government Code. Available in Georgian at:
http://static.mrdi.gov.qe/529dc3c10cf276b73b39d85f. pdf

27 The Resonance newspaper, 13 March 2014, 065 (7707), p.4.
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