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Foreword

FOREWORD

The Japan International Cooperation Agency (MCA) held the Intermational Seminar on "Local
Development and the Role of Government: New Perspeclives on Development Assistance” in March
1998, with the support of the Japancse Ministry of Poreign Affairs, This report contains the keynote

speech, panel discussions, and final discussions in the international symposium.

At present, some form of transfer of power from the center to tocal governnieats is taking place in
many developing countries. This change in center-local relations, it appears, is exerting a great influcnce
on the management of development in many developing countries, and, in particular, on local
development. In addition, even in countrics with centralized systems, it is necessary to review the siluation
surrounding local government, their administrative and {inancial capacity and their relattonship with the
cenler in pursuit of balanced regional development. That is to say, a revision is taking place of the
meaning of domestic institutional frameworks for local development, and it is considered necessary to
think about local development and the correction of regional disparities in relation to the issuc of

governance in developing countries.

In this new climate, it has become necessary to pay more attention to governance in developing
countries when carrying out cooperation directed toward local develapment, as governance is the one of
the key factors which enhance the effectiveness and efficiency of development programs. In order to
facilitate effective cooperation, therefore, it is important to take into account such issues as the

improvement of local administrative and fiscal capabilities and the betterment of local governance.

fn recognition of these circumstances, JICA set up the Study Committee on Local Development
and the Role of Govermmeat. The objective of the symposium was 10 review, on the basis of the results of
this study commiltee, the current situation of decentralization in developing countrics, 1o examing is
impact on local development, and to discuss the role of international donors in supporting the effosts of
developing countries toward local development and improvement of governance. As panelists, the
symposium had the participation of the chairman and memibers of the sludy commiltee, representatives of
international donors and developing countries with rich experience in these fields. These panclists
engaged in discussions on the present state of decentralization in developing countries, its impact on

development, and the role of international assistance.

The symposium was also attended by many general participants, including persons related to
developing couniries and assistance organizations. The discussions contain informative and suggestive
points, and the enthusiastic questions from the audience also led to a deeper understanding of the theme,

which was one of the great achicvernents of this symposium,



Foreward

Finally, | would ke to take this opportunity to express my sincere eratitude to the many persons
and orpanizations that gave their suppost ta the symposium and my decpest respect to the panclists and

participants who made the symposium such a success.

September 1998
‘Teizo Igarashi
Managing Director
Institute for International Cooperation

Japan ternationat Cooperation Agency
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Opening Address

OPENING ADDRESS

Mr.Akio [juin
Vice President
JICA

f.adies and gentlemen, thank you for coming to this international symposium entitied “{Local
Development and the Role of Government: New Perspectives on Development Assistance”. It is my
pleasure to say a few words on behalf of JICA at the outser. First, 1 would like to begin by thanking
Professor Michio Muramatsu, professor at Kyoto University, for accepting to give the keynote speech,
Also, my thanks go to the members of the panel who accepted to pasticipate in the discussions. { would
also like to thank the Ministry of Forcign Affairs for supporling this symposium. 10’s a very happy
oceaston for us now that we are able to hold this symposium with the support of many of you. The theme
of today’s symposium is “Local Development and the Role of Government: New Perspectives on
Development Assisiance.” We shall be addressing such issues as regional development, or local
development, and governance. T particular, we will be addressing such issues as central-Tocal government
relations, which is of exireme importance for the development of regions, Now, at present, more than 60
of the 75 countries, that are either developing or transitional countrics with a poputation of more than 5
million, have cmbarked on some form of transfer of political power to local governments. This sont of
change in central-locol government relations will have a big impact on the development of developing
countrics, particularly on local developiment. Moreover, if we are to aim for local development or for
narrowing regional discrepancies, we must learn about the situations the local governments are placed in,
particularly their administrative and firancial capacity, as well as their relationship with the center. Now,
we are seeing increasing decentralization in developing countries. The facts behind this trend of
decentralization seem to be growing globalization and liberalizalion in international cconomy which have
brought about re-thinking of the role of government. Under these eircumstances, we are seeing that with
the downsizing of government and increasing deregulation. The policy options at the disposal of central
government are being limited, and conversely, local government and the private sector are playing more
important roles in development.

Also, the localities are now more responsible for making sclf-help efforts for their local
development, whereas the role of central government is gradually shifting to a provider of the so-called
“¢nabling environment” for other development actors. However, decentralization could aggravate
discrepancies among regions depending on how well-fitted cach region is in termis of the resourves they
have in their initial conditions. Therefore, now, a hig development agenda is to narrow those regional gaps
that can be created by the different circumstances. And here, the central government remains impoitant in
such roles as coordinating and redistributing resources among regions in order 10 achicve stability,

equality, and economic growth of a nation as a whole.
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With the advances in decentralization, the donors also must have a clearer understanding and
must give more consideration to governance in developing countries. In implementing their cooperation
dirccted to tocal development, govemance should be considered and they have ta come (o have & clearer
understanding about central-local relations, the capacity of local government, and the political economic
structores of each locality. Unless you have a clear understanding of these in implementing prajects,
projects will not become efficient or cffective. Morcover, the new devetopment strategy adopted by the
Development Assistance Commitee (DAC) of the OECD emphasizes action in the ficlds of poverty
reduction, primary education, primary health care, and environment protection, which require both well-
tailored activities at the localities level and the service delivery capacity of local governmentfad-
ministration. And, for the decentralization to bring about the desired results, it might be necessary for
doners to extend cooperation through policy suppost regarding the design of decentralized reform. With
this sort of understanding, JICA set up a study commitiee for Development Assistance on “Local
Revelopment and the Role of Government” in 1996, This study analyzed ihe effect of decentralization as
well as the changing central-local government relations, and their implications on local development. It
also investigated how cooperalion should assist the efforts of developing countrics to achicve local
devetopment and to reduce regional disparitics. Today, we have the chairman of the study group, Professor
Muramatsu, who is giving the keynote speech, and as moderator we have Professor Yuji Suzuki from
Hosei University, as well as Professor Kawamura of Ryukoku University who is acting as a member of the
panel.

[ this symposium, we hope that we will have a heated discussion on the impact and influences of
decentralization that we are seeing in the developing countries, and what sort of approaches and initialives
the aid organizations and internatiopal organizations and JICA are taking in order to cope with this new
changing situation. We hope that we will be able to have useful and worthwhile suggestions, inpuls and
opinions from the members of the panel as well as from those participating here who are working in the
aid organizalicns and have rich expericnce in matters related with cooperation. Of course we have
representatives from the developing countries also who are positively tackling regional development and
deceniralization. 1 hope that today’s symposium will help Japan in fusther improving its technical

assistance as well as policy support addressing local development, regional disparilies and governance.

Thank you very much.
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Governance and Development :
Decentralization Reform

Dy Michio Muramatsy
Professor
Kyoto University

Dear friends and distinguished guests, good afteimoon. My speech is based on JICA'S issue-wise
study on “Local Development and Role of Government” that was organized in Janvary 1926, This
commiltes condueted its research on governance and capability building in developing countries for more
than one year. The resulis of this rescarch have been issued in the report litled “Local Development and
the Role of Government.” The names of the study committee participants are listed in this repost. “They are
all well-known experts in the ficld of research relating to developing countries,

This committee began its rescarch by collecting nation-by-nation information on the refations
between central-local governments in developing couwntries. Then, while adding infornwation about specific
cases in the expericnces of aid, or projects in Japan or other countrics, we explored the problems of
governance in these countries. In the process of rescarch, the members of the study committee visited
parts of Asia to collect latest statistics and materials in the field and to conduct interviews with
government officials in these countries. As a result of these activities, we ourselves arcived at a new
understanding of governance, which is explained in the report that I just mentioned. This repori represents
the first step in JICA's related research on governance in developing countries. From now on, T expect
JICA will go ahead and conduct even deeper research on this subject of governance in developing
countries.

I myself am rather an expert on central-local refations in Japan. However, | paiticipated in the
study commitiee and learned a lot about central-local relations and decentralization in developing
countries from the discussions in the study committee which met more than 12 times. The more | aitended
the study commitlec meetings, the mere I was drawn into the aid issues. When all the study committee
meetings were over, | had the opportunity to conduct field research in Indonesia and the Philippines,
where I was able to feel sure about the views which came out of the discussions in the study commiltee.
Mayor Garcia of Cebu City is one of the officials [ met, and I leamned from kim a lot about development in
that area.

My talk from now on will be based, as { told you, on the resulis of our study commiltee, but
mainty, I will give my own personal observations so far obtained from my few experiences, and also from
reading literature on governance and deceniralization in assistance to developing countries.

Needless to say, a major issue in developing countries loday is political and economic
development. But other serious problems that are reemerging are regtonal disparities and poverty. 1 believe

that decentralization reform must be effective for the planning and implementation of development that



L Keynote Speech  Governance and Development : Decentratization Reform

suits the actual conditions of a lacalily and, at the same time, should contribuie to the solution of poverty
and regional disparitics.

Before explaining the reasons for my belicf that decentralization reform could contribute
governance in developing countrics, I would like to consider the background behind the interest of aid
organizations in decentralization reform at the present time,

There are several facters behind the promotion of decentralization, but the one that should be
noted is the changes in the international environment. Since the 1980s, the international currents of the
time have been globalization and deepening international interdependence. Peepening international
interdependence means that intermational economic and political trends extend across national bordess and
exerl a major direct influcnce on domestic policies. At the same time, they are shaking the entities that are
linked to the national unit, such as national economy or the nation-state. This same trend can be seen in
both developing countries and developed countries.

In response to this trend, as well as making efforts toward government downsizing or
deregulation, many central governments in developing countries are also carrying out decentralization
reforim. As a result, it is estimated, as referred to in the opening remarks by Mr.ljuin, that the Iransfer of
power in some form or other from the center to regional or local governments is taking place in more than
60 of the 75 developing or transitional countries in the world with a poputation of more than five million.
However, these recent trends toward internationalization and deregulation are having the cffect of
beneliting just a fow regions, such as metropolitan arcas, that have advantageous conditions iucluding
resources and market accesses, and as a result, widening the gap beiween these fow regions and the rost of
the regions. This widening of regional disparities could threaten political stability and exerl a negative
influence ,in the long run, on the econontic growth of the country as a whole.

Reading the reposts of scholars in regional studies and aid organizations, one sees that opinions
are divided on the guestion of whether decentralization reform in developing countries will have favorable
effecis for the solution of the issue that 1 just mentioned. For the following reasons, 1 believe that
decentralization reform in developing countries in principle is desirable and necessary. Reform should
only be pursued, however, after carefu! analysis of social and economic environments and conditions on
the one hand and what kind of decentralization is desired and what form 1t should take in a particutar
country and region.

First, 1 believe that decentralization is necessary for the efficiency of policy formation. That is to
say, it is difficelt to formubate policies that coincide with the needs eof a region, or localities, under a
centralized regime. If decentralization were carried out so that regional and local governmeat
representatives were chosen in an election, then these represeatatives would be more sensitive to the
demands of the citizens and would reflect these demands in their policies. Of course, this is an optimistic
view. The traditional power structure in a region or locality might casily hold the lid down on elected
legislators and mayors and also on the voices of the citizens. Nevertheless, the conflicts and confusion that
would emicrge is also the first step in the management of decentralization reform.

Second, decentralization would enable the promotion of the kind of development desired by

0
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residents on the basis of residents” participation. Then it would be possible ta carry out developraent on
the basis of the idea that development is not an order from the center but a wish or demand or objective
expressed by people. Because developnient so far has been left to only a small number of elite, it has not
property atiracted the support of local citizens, so in many cases mobilization of local resources has not
gone well,

Third, deceniralization is a means of capacily building. One often hears the claim that it would be
not only useless but also dangerous to grant our authority or discretion and fiscal resourees to regional and
local governments that do not have any administrative ability. This claim is quite convincing. But it is like
the question of which comes first, the chicken or the ¢gg. We know that capacity butitding and
management skills will never be developed unless we provide the opporiunity.

1 am not saying here, however, (hat it is all right (o waste resources on capacity building, What 1
want to say is that it is desirable that central governments are involved in the activities of regional and
local government when requested or judged to be necessary. Decentralization does not mean the rejection
of all central involvement. Indeed, the kind of decentralization reforms that are called for in developing
countrics now are the types in which central and regional or local governments cooperate and work
togetier,

Fourth, we must pay attention to the fact that decentralization has a potitical significance. Tor
example, granting authority to a region or to a locality in a multi-cthnic state means giving authority to a
specific social and economic group. Decentralization ranks atongside the separation of power of the
central government into threc branches of the government (legislature, judiciary, and cxccutive), While the
legiskative, judicial, and administrative elite tend to share the same basic values and ideology in most
countries, in the regions there might be social groups with vastly differing ideologies, cthnic roots,
religions, and so on. Just think of the examples of Northein Ireland in the United Kingdom and Quebec in
Canada, and I am sure that you will understand this point.

So, what { want to say is that decentralization is not a simple thing. In order to design and
promote decentralization, we must appreciate that various types of decentralization exist and pay attention
to numerous variables. For examgple, if the combination of decentralization reform and the implementation
of election is poor, then the results will not be good. In one developing couniry, because a mayoral
election was held just before the implementation of decentralization reform, the successful candidate had
time te play at favoritism and appoint his cronies as local public employces. This example teaches us that
many conditions, including even timing, must be skillfully combined in decentralization reform.

From here, 1 am going into the discussion of decentralization. But what is written in the text
distributed is a little bit confusing. [ would like to discuss this pari not from the text itsclf. When we
discussed decentralization reform, the most important thing is that localities, or regions, must not simply
act upon orders frem the central government but must formulate their public policies and projects by
themselves on the basis of free people’s participation. Therefore, we emphasize this aspect and our report
calls the independent consciousacss of the citizens “ownership”. From an cconomist’s discussion,

ownership and initiative of localities are main elements of decentralization. At the same time, we do not
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deny the role of Wi centsal government, as | repeatedly said, in supervising/montitoring or advising the
regional and Jocal governmental activities. Thus what is important is 1o discover the proper balance and
combinations between the roles of the central government and the local initiative. But before jumping to
conclusions, we had better analyze the types of central-local relations existing in the contemporary world
and analyze their merits and demerits. Basically, | would like to group the various ceniral-local relations
futo two types: one, the “integration-type”, and the other, the “‘separation-type”.

The so-catled fiscal federalism is a typical case of the separation-type in which autonomous local
initiative would promote local development. In this type, localitics compete with each other, Competition
would create a good result - some win and others lose. Integration-type has been developed in Europe and
extended to East Asian countries including Japan. In this type, central government maintains a
considerable involvement in the regional and local policy process while main actors are local. The
integration type of decentralization includes the type that might be better catled “de-concentration” in
which cenfral government maintains a high degeee of intcrvention. In extreme cases of the integration-
type, regional and local governmenis become mere ficld-agencies of the central goverament. In my
observation, the more we approach this cxtreme, the less we receive the advantages of decentralization.

Going to the scparation-type, there are also numerous variations of the scparation-type. In the
Gernman Federal system, state governments have a lot of authority, but at the same time, relations between
the federal government and the state governmient are smooth and mostly good. Among the types of federal
systems, the autonomy of state governments is probably greatest in the United States, but even here, the
federal government’s involvement through subsidics is increasing.

In other words, there are actually counless variations within these two types. So what factors
should a country consider when it reaches a decision to decentralize the governmental system?

Well, among the merits of integration-type is the fact that the couniry as a whole can tackle such a
large task as modemization in development in a united manner. Another important merit is that s type
can provide equal service (o people all over the country. Later, T will explain the specific example of Japan
by the case of local allocation tax - how to provide equal service to the people. Through such methods as
the tocal allocation tax, it is possible to correct regional disparities without impeding the antonomy of the
regions.

On the other hand, there is always 4 strong incentive for the central officials in this integration-
type to increase the degree of ceniral involvement, even back to the starting point of decentralization. This
is the dangerous side. Under the separation-lype system, on the other hand, local governments have a
strong power within the framework st by the central legislaiion. In this case, regions are able to handle
the individual problems so regional issues do net escalate on to the national level. One of the objeciives of
decentralization is (o enable experimients by which other regions or the central government can decide
whether or not to adopt a new project after looking at its success or failure in a certain region. The
sitwation here, however, is that because of the trend to minimize the central government's involvement, i

the region does not have a significant or strong democratic procedure, the regtonal government can behave

without effective political control.
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Another concern is the cconomic impact of decentralization. First of all, let us consider fiscal
authority. For example, if tax collection powers are decentralized, the scope aixd amount of moncy of the
central government’s tax collection becomes smaller, then its macrocconemic managenent ability through
taxation policies will become smaller. In this case, since it is usual that regional government does not care
aboul macrocconomic stability, it is casy for the economy to become unstable. The same thing alse applics
to financial policies. In China, according to some literature, for example, regional governments had the
hiring power over regional public cmployees. The result was that they borrowed from the regional
branches of the central bank witheut thinking about repayment to the extent that they needed. "This ted to
increased money supply and debt burden. The same problemy occurred in Brazil, where reptonal
governments over-borrowed from commercial banks under their jorisdiction. On both the fiscal and
financial sides, therefore, radical decentralization could give 1ise to many problems for nwcroeconomic
management. So, the amherities that are (o be decentralized mwst be carefully serutinized.

Next, 1 would like to explain the proposal on this subject in the commitice toport, that is, the
importance of the formation of networks. In literature often advocating decentralization as a new form of
governance, networks are called partnerships. The view here is that the key to development lies in
cooperation between various actors in the private sector and local governmental agencies. Integrating the
numerous contributions of various interational organizations, donors, nongovernmental organizations,
and other entities in the private sector inta just one policy process mwist be made easier than before. As
well as wrging efficient governance in developing countries and cooperating in capacity building, donors
will be interested in the levels and forms of development and offer advice. Accordingly, while it is only
natural that the region concerned should be responsible for the formiation and execution of development
policics, the participants in the decentralized developmental process will continue 1o think about the
procedure and miethod of cooperation for capacity building.

At present, in political and administrative reforms around the world, the separation-iype model of
decentralization is more popular than the integration-type. Concretely, models of New Zealand and the
United Kingdom cmphasizing marketization are attracting popularity. Administrative reform which is
being worked on now in Japan, is incorporating the main elements of the reforms adopted in these
countries, such as oulsourcing or privatization. With regard also to central-local relations, reform plans in
Japan are being prepared to abolish a major legal instrument of intervention from the center. At first sight,
this decentralization reform appears to be appreaching the scparation-type. It is true to sorme extent, but
docs this mean that while Japan itself s changing, we are trying (o apply our past model to other
counltries? Well, the answer is no.

First, I would like to say in general that there are models of administration and local government
that fit different environmenis and stages of development. From the end of World War Il 1o the 19705
integration -type, with more involvement from the center, functioned in Japan. Faced with a new
environmeant from the 1980s, the Comntission for the Promotion of Decentralization that was established
in 1993 by the Japanese government says that it is desirable now to move the level of decentralization a

step forward, but with central government keeping functions being invelved in local governmental matters
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when necessary.

Second, the reform that Japan is moving to implement now docs not signify a move toward the
separation-type of tocal avtonomy. The aim of the reform is to exprand regional independence and
autonomy within the scope of integration -type, in order to adapt to the rew international trends seen in
deregulation and borderless economic activities, The recommendations of our Conumission for Promotion
of Decentratization accepis the necessity of substantial preliminary consultations between the central and
tocal governments, when in the process of giving more powers to local government.

These are my tentative views about central-regional refations. | wish to reach a better conclusion
after continuing studics on this subject.

1 stop hiere while expressing my hope that this symposium will serve as a useful forum for the

exchange of opinions that will contribute to the betlerment of governance in developing countrics.
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Presentation 1 :
Decentralization in Developing Countries:
Current Situation and Its Impact on Development

Dr.Yuji Suzuki
P'rofessor

Hosei University

Dr, SUZUKI:  Thank you, Mr. Chaiman. As is the usual tradition for Japanesc to open any speech, 1
will start with apologics. But this is a real apology since I am the only one who failed to present a
fonger paper,

I.et me stard with a bit of background aboutl why we are arguing decentralization as a major
topic on a longer-tenm basis for our cooperation with developing countries. As vice-president of
JICA, Mr. Tjuin atready mentioned that globalization, particutarly in the field of economy, pushes
many nation statcs to come up with their own domestic reforms: economic, political, and even
strategic. The reasons are very obvious. The cnd of the Cold War indecd brought about an end to
the so-called “strategic cooperation”, which is built upon international relations, particularly
state-state relations vertically. That verlical cooperation is a typical characteristic of the colonial
relations which characterize the history of the modem world over the last three centuries, but that
history has almost ended. Instead, we are sceing the rise of a new international system called
“interdependence” with kerizontal, rather than vertical, cooperative networks,

Nonetheless, we don’t know exactly what this horizontalization of world relations would
mean for each life of the community. The impact of globalization is seen ¢verywhere but we are
not quite clear yet about what is its ceniral message. But at least one thing we are quite ceitain of
is the fact that over the last four or five years' research from the window of Tokyo, the shift is
now opening socicties to the outside world. Bui at the same time, localization is taking place at a
similar speed and magnitude. This confluence of globalization and locatization urges indeed
every state, both developed and developing, 1o develop new concepls, new policies, new methods
to cope with these great historic changes.

Very soon after the end of the Cold War, donor institutions like QECD, particularly DAC,
issued a very interesting conceplual framework called “Participatory Developnient and Good
Governance.” It led JICA to initiate the first fundamental argument of this sort within its
institution.

And as a development of that first-round research, the Muramatsu commiltee was organized
to discuss more concietely on what we really can do. We agreed that participatory development,
as a quest for a new era, asks us to regvaluate the success stories of what American scholars
might call “state-led development.” Particularly in Asia and the Pacific region, it was a

remarkable success, as indicated by the World Bank Report 1993, “East Asian Miracles.”
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RBut by Ihe very success of this state-led development, we began to witness the rise of new
problems which never happened before, such as disparities between nations, disparities within
nations, unconirollable by (he states, unending destruction of nature, cnvironmental degradations,
and even degradation of social and family lives. These structural deficiencies had to be miet with
new strategics, new methods, new cooperation.

These big issues look so local, so particular, but noncilicless very universal in their nature. A
good example is environmental issues: locally faking place, but global in their character, to the
extent that the tocal authoritics had to be empowered 10 cope with these realities in front of them
with more global, imutual uaderstanding among the noations. This is really fitting (o the demands
of the cra characterized by globalization and localization, But how are we to proceed and cope
with these tasks?

Here, we came across a new concept called governance, of which noe one understeod the real
meaning. But this, in my language, is the way to achieve peace and development al the same
time. That brings us to the fact that the vast deficiencies that awthoritarian regimes brought about
through rapid economic developraent statted (o question the legitimacy of those regimes.

And maore structural reforms began to be demanded, particularly, by those pcople who
became the product of the rapid economic development, “the middle-class,” which is rising today.
Then, this rise of new social forces as a result of economic and social changes in developing
countries in pariicular produced another demand, which is very bitter medicine for any
authoritarian government to swallow. That is the quest for democratization.

Not just participation in the economic process, but also in the decision-making process.
What we began to see in the last couple of years, particularly in the Asian and Pacific regions, is
that uniif the carly 90s, many states were not ready to take this bilter medicine simply because
they belicved that the existence of government is sine qua non for the existence of the state,
Questioning the legitimacy of the government means a treason to the state. This sounds like a
Hobbesian state concept, Because of this type of conception they could not altlow decentrali-
zation, democratization or whatever ¢lse as long as they think it is a cause of crisis of the nation-
state itsell. But as [ said, the early 90s started to see that many nations, as a result of development,
began to accept the change of government not as a threat to the state. This, I call a conceptual
change of state, from a Hobbesian state to a Lockian state.

These are taking place, with very concrete immeans and ways. One is decentralization.

Decentralization, one might define in many ways, but from my point of view, includes theee
major dimensions:

Oae is “de-auwthoritarianization”, that is one of the aims for (he Philippine government to
adopt the local government code which is now the basis for the devolution process.

Secondly, this is very much related to what Prof. Muramatsu explained, “redistribution of
power, resource, personnel and even planning of development itself” - redistribution of wealth,

men, money, and concept itself,
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Three, encovragenient of local initiatives. Side by side with decentralization, we do wilness
also that other ways and means are adopted, or deployed by many countrics in South Fast Asia
patticutarly. That is the concept of equitable and sustainable development. This brings us on to
another very important issue we need to tatk about more seriously, namely reviewing center-local
relations.

A center-local interface should be from veitical to horizontal. Otherwise, tocal authorities, or
local governments, will not be able to perform what central authoritics expeet them to perform,
Local authoritics today can not match the people’s demands. Their finance and personngel, their
capacity have been very nmch in paucity due to the veitical strueture of govemment over the last
three centuries. The best and brightest remain in the ceatsal government. Since the capacity in the
hands of local authorities is so much in paucity, we really need capacity-building as a sine qua
non for the promotion of center-local interface.

Here we have a varicty of local authorities starting from provincial to village level. Each
authority will require the participation or cooperation from local populations, paritcularly those
trained in professional knowledge of NGOs. That is what we call “participation of non-
government sectors,” Particularly, participation of local industries is important. Having said this,
we do see the very interesting transformation undergoing today in Asia.

Could I ask you to open page 2, Fig.1 in my handout. Fig.1 comes from the book written by
Joseph Nyec and Robert Keohane of Harvard University in 1972, 10 here is “International
Organizations” including the World Bank, IMF, and so on. The relation (@ between state one and
state x had been the only diplomatic channel for over three centuries. Now, however, we do have
muitiplication of the relationship between onc state with another, such as local governments of
one couniry having directfindirect relations with local gavernments of other countries. This is the
relation 0. In addition, we also sce the rise of interactions between NGOs of one country with
other counisies relation P, all of them having some relation with international organizations,
particularly organizations under ECOSOC. These are shown as @, ®, © in Fig.1.

Then, in Fig.2 on the noxt page, we now see the transformation or multiplication interaction
cross the border. Paitern( is the one of donor state to recipient state, which is the traditional
pattem of cooperation. In pattern(2) recipicnt state prometes recipient local governments, as well
as recipicnt NGOs, as actors of the cooperation. But more important is to multiply patterns(2, (3,
@, B (in Fig.2) as a means to achieve this historic requirement,

For example, pattern(2) in Fig.2 shows that donor state asks recipient state to accept direct
flow of money to read recipient, local goveraments, with remaining funciion of insurance, or
donor siates directly provide donations to recipient NGOs. To a certain extent, the Japanese
governmeni, Ministry of Foreign Affairs, has already begun a program called “cooperation at
grass-roots™ by providing grants directly to NGOs in developing stales.

Pattern@® meahs that, not the state of Japan or the Unites States, but the local governments

of the donor state would play a much more important role. And even in donor countrics, NGOs
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would play a fac more important role, that is p;mcm@.

To conclude, this multiplication of Asian cooperation patterns requires us to rethink what
the role of the central government should be in the new cra. Second, how can we enhance the
capability and capacity of local governments? Finally, the function of multinational agencies like

UNDP heie should be strengthened at focal and grass-roots levels as well. Thank you very much.
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| Presentation 2:
Decentralization in China : Background, Current
Situation and Its Impact on Economic Development

Dr.Chen Yao
Deputy Director,
Western China Development Rescarch Center

Chinese Academy of Social Scicnee

Dr. CHEN YAO: lLadies and Gentlemen,

i feel greatly honored to lave this opportunity to talk to you about decentralization and
regional development in China,

You may have known that in three decades prior (o 1979, China was practicing & highly
centralized planned cconomic system. During this period, power had been decentralized to
localities on a number of occasions, but decentralization in the broad and profound sense of the
term did not really begin until the adoption of the policy of reform and opening up 1o the rest of
the world during the late 1970s.

Up until the early 1990s, however, reform in China had never gone fusther than the
decentralization of power, and interests among cnterprises and localitics and the introduciion of
the contract system, the property right system had never been touched upon in enterprise reform,
and there had been no norms for devolving power to the localities. It was not untit 1992 that the
shimate goal for the reform was set, that is, (o establish the socialist market cconomic system.
And it was not until 1994 that a series of major reform measures were worked out in such fields
as finance, monetary affairs, foreign exchange, forcign trade, invesiment, prices and the
circulation system, and major readjustments were made in central-local relations, thereby taking a
giant step forward in the dircction of market economy.

scentralization in China in the last two decades has also been inseparable from the regionat
progress of open policy. The open policy was first catried out in eastern coastal cegtons and then
made gradual headway towards the inland. Closc proximity to Hong Kong, Macae and Taiwan as
well as Japan and southeast Asian countrics, and convenient ocean-going comnditions, have
enabled coastal regions, those in southeast China in particular, to become the fisst in China to get
in touch with Western industrialization. The world economy has been shifting to the Asia-Pacific
region, a tendency which first occurred during the two oil crises in the 1970s and became more
pronounced in the 1980s. It is only proper for China to seize upon this opportunity to
accommodate this global influx of industry, capital, technology and business, and opening up the
coastal region was undoubtedly a wise step. During the opening-up efion, the ceatral govermment

granted a good variety of special power and a series of preferential policics to the coastal areas.
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In China’s decentralization process, s policy and effectivencss focus on four ntain aspects -
industrial management, finance, investment, and monetary affairs.

Detaching some of the enterprises from the direet administration of central industrial
departments and leaving them to localities or core cilies is one of the major develution measures
taken by China. So far, only about 5 percent of the number of state individual enterprises are run
by the central anthoritics, although they still occupy a large portion of output value. (For details,
please see Table 1))

Ixpanding the fiscal power of localities is a main result, and salient feature, of devolution in
China. Since the replacement of the fiscal contract system by separate taxation in 1994,
governmental fiscal relations have graduvally gonc towards standardization, Following the
principle of adapting administrative power to financial power, taxation in China falls inte three
categories: fixed contral revenue, Nixed local revenue and revenues shared by the central and local
authoritics. This separate taxation system has increased the central authority’s portion of the total
fiscal revenue. However, with the deduction of the net amount transferred from the central
government to localittes {such as tax returns to localities, and reduction of the portion of local
revenue 1o be delivered to the central government), the net revenue of the central authority in
1994 accounted far 21 percent of the nation’s total revenue, which was significantly lower than
the 1990 figuse of 30 percent.

The current division of adminisirative power is, generally speaking, well defined, with the
central government bearing the responsibility for nattonal defense, foreign affairs, the anmed
police, key construction projects, repayment of capital and interest of foreign and domestic debts,
and fundings for administrative departments under the central autherities, while local
governments are accountable for expenditures for local economic and social development.
However, so far China has not yet made a scientific, and concrete, legal demarcation of power
between the central and local governments of economic and social affairs.

As things stand now, inter-governmental investment in construction projects in China is
managed at two levels: central and provincial. Of all the capital construction projects invested by
state units across China, the portion of those invested by local governments is growing steadily. In
1990, it was 46 percent; in 1996, it was up to 61 percent. (For details, please see Table 2.) Of the
nation’s 1996 investment in fixed assets, the state sector accounted for 53 percent, the collective
sector 16 percent, the private sector 14 percent, foreign investment (including those from Hong
Kong, Macao and Taiwan) 12 peccent, and the joint-stock sector 5 percent.

The current Chinese monetary system has become a macrocconomic control and regulation
system with the central bank playing the leading role, state banks as the mainstay, and multiple
forms of monectary organization coexisting, and cooperating with each other. Despite the
establishment of such local banks as the Merchants Bank, the Shenzhen Development, and City
Cooperative Banks, the couniry’s credit and financial management is still highly centralized, and

local governmienis have litile power over financing.
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After nearly two decades of reform and opening-up, the planned economy with its high
degree of centralization has basically fallen apait, Local goveriments are playing an increasingly
important role in local cconomic and social devetopment. The last decade has witnessed
remarkable sociocconomic prowth in both the developed coastal regions and underdeveloped
hinterland. The sustained high-speed growth of the national economy is inseparable from the
contributions of regional economics which had been thriving in the intervening years,

However, decentralization in the transitional period has also brought some negative impact
on China’s economic development, Firstly, lopsided local cconomic development is worsening,
with the gap growing steadily between the castern coastal regions and the middle and western
regions. Taking the per-capita GDP of the westem region as 1, then the ratio between west and
cast China was 1:1.94 in 1990, and 1:2.76 in 1996. During the same period, the difference in the
per-capita GDP between areas with the highest incomes and those with the lowest incomes
expanded from 9.2 times to 10.6 times.

Middle and west China are handicapped by low economic growth. The lecal govermments
are weak in their financial accumulation abilitics, and afler decentralization, they will be asked o
invest in local basic and public-interest projects, and provide a certain pottion (about 30%) of the
ancillary funds for trans-regional key construction projects tnvested by the ceniral government.
In some localities, quite a fow such projects have failed to get off the ground simply because local
governments are unable to provide the ancillary funds. For this reason, underdeveloped regions in
middle and western China are having great difficultics in improving (heir investment cavivonment
and promoting local economic growth.

Secondly, redundant construclion has become a serious problem, and local industrial
structures tend to be similar 1o one another. Local governments , whose financial ability has been
increased after decentralization, have become major investors. To develop local economy,
localities tend to vie with each other for the consiruciion of projects with high profits. China
today has more than 100 auto factorics, for example, but because of their uneconomical scales,
the national auto output in 1996 was no more than 1.5 million. It is repoited that more than 900
VCID player manufacturers have been set up across the counlry, whose lotal production eapacity
is in serious ¢xcess.

Thirdly, regional econemic friction is aggravaling, and regional protecitonism is running
rampant, For instance, when a certain raw material is in short supply, some localities issue orders
to resteict its outflow, To protect a local industry which does not have a competitive edge, a local
government tends to ban or restrict the same product from entering the local market. When
enterprises belonging to different locatities arc involved in an economic dispute, an arbitration
tribunal tends to be partial to and side with the local enterprises. In a vast country like China with
uneven economic growth, it is certainly impassible to establish a so-called unificd market free
from regional barriers. The problem, however, is that regionalism in China is more of an

administeative type, which is vastly different from legal protectionism in some forcign countries
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and regions.

Fourthly, contradictions between local cconomic policies and the state’s macrocconomic
polictes are intensilying. “Whenever a new policy is formutated from high above, there will be
countermeasures below,” as the saying goes, and this has become an undeniable fact. Now that
local interests arising from unbalanced development are a solid reality, due attention has to be
paid to studying the “regionalization” of macrocconomic policics.

The East-West disparity in China is a major issue which has commanded the attention of the
Chinese government over the last few years, In his report to the 13th Party Congress held in 1997,
Genesal Secrctary Jang Zemin pointed out that the state was to increase its support of the middle
and western regions and sirive in different ficlds to gradually narrow the gap in regional
development,

Tt has gradually dawned on the Chinese that in redressing the regional disparities, the support
of government policies is limited, and in the final analysis, the problem can be fundamentally
solved only by relying on the regions’ own efforts. The efforts of these regions can b gradually
increased with the progress made in devoluting government power. To achieve substantial
progress in decentralization, it is necessary to speed up the reform of the political system. In this

regard, China still has a lonig way to go. Thank you,
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Discussion

Moderator : De. Yoshio Kawamura

Moderator: Thank you very much, Mr. Yao. He really focused on the problems regarding the impact of
decentralization associated with de-regulations which encourage private sector activities in
foreign investment. The problems are the gaps among regions, the functions of local govermnment
powers and protectionism, He also focused on a mote impostant role of central government for the
redisiribution problem,

We are a little behind schedule but 1 would like o encouvrage the floor to ask questions or
give comments. I think we can maybe spend five or ten minutes for that.

If not, how about comments from the panelists?

MR.WORK: Yes, I was very struck by both presenations. The first, more conceptual and the second was
very helpful analysis at the country-lovel, 1 was pariicularly taken with the counter point of
globalization and localization that Dr. Suzuki identified, and therefore the imporlance of
decentralization in bringing decision-making back to the local (back to the sub-national), whereas often
in globalization it can be removed to multinational interests. I was also struck by the challenge of
“What is govemance 7~ We want to pick up that question and go further later today. Of course, this
is a confusing term, but it’s a necessary teim, and I think we will need to spend a bit of time on the
notion of what is govenance. And then finally, the challenge for the reform of the multi-Taterals, T was
happy to hear that. I think that's indeed the case and 1 want to say a bit about that later. 1 think reform
is underway. The Secretary Generat is doing his best and we're trying to follow his lead, but we can

pick that up later. These are just a couple of comments. Thank you.

DR. CALAVAN: Thank you. I won't take too much time excepl to say that I think these papers very usefully
anticipate some of the things (hat I want to talk about later. T can spell out some of the details that these
broader popers suggest. 1 was particularly taken with Prof. Suzuki’s discussion about
globalization. Often times, when we look at this point of interface between the global and the
local, we tend to think of it from the local viewpeint in Kind of defensive terms, and | think
there’s something to that. One of the reasons why communities need to be more autonomous, to have
more control over their own destiny, is because they can be more receptive to, and anticipate
better, and react to global changes. But I also want to spead a little bit of time later on thinking about
the positive impacts of globalization. One of the things that I'm very impressed by in the
Philippines right now is the rapid growth of the usc of e-mail, the intemet, the world-wide -web-pages
and s0 on. And we have a tremendous opportunity to tum this world that we live in into a massive kind

of discussion group between communitics and localities across national borders, and I think it’s already
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beginning to happen. So, there is a positive side o globalization in addition to the defensive side that

Lihink is very exciting to think about.

MAYOR GARCIA:  What is interesting for me is the study io directly give the grants or whatever loans frora
the donor agencies directly to the NGOs and even to local govermments. We're talking of
decentralization here yet from my experience in the Philippines, we still have to pass by the
national government, the NEDA Board, the 1CC, There has been an instance  in my specific case
where, T think it was JICA, that we had agreed on a project, but it was elevated 1o the national
governmenl. Then, the national government said “The city of Cebu has enough resources, So
forget about the project and bring it semicwhere clse”, So, even in this relationship, there is no
decentralization, because s still the national govemment who decides, This was touched on by Prof.

Suzuki and T hope that probably this can be discussed further tomorrow.

22



3. SESSION 2

Local Development and the Role of Government







3. SESSION 2 Local Developument and the Rele of Governmeat

Presentation 1 :
Capacity Building and the Local Government

D Michio Muaramatsu
Professor

Kyoto University

Dr. MURAMATSU: 1have my paper distributed, Sometimes I will follow the paper, but most
of the time my explanation will be somewhat differcat from the paper itsclf.

First, I would like to begin with a historical background of Japanese local government and
tocal autonomy. According to my understanding, when Japan began to modeinize the country
applying Furopean models, Japan was really quite keen to establish local autonomy or to cany
out decentralization. 1868 was the so-called Meiji Restoration, when maodemization began, and
twenty years after (hal, atready the members of the prefectural or focal assembly were elected.
There were elections, and mayors of municipalitics were clected by the members of local
assemblics, but of course we did not have universal suffrage at that time. But what is important is
that before the Meiji Constitution was promulgated, in 1899, even before the Constitution, we
already had the local government in authority well installed.

After the Meiji Constitution, we began to have various forces, demanding mose frecdom and
liberalization. And they were campaigning against the centralized way of government. But the
government was irying, in the face of that kind of opposition movement, (o win the favor, or
support, of the local governments, or the powerful people in the regions.

The system of prefectures was installed after the first parliament was convened. The
governors were appointed then, the governors of prefectures, and prefectural governments were
considered as the outposts of the central government, or the agents of the central government. In
twenty to thirty years there was progress, The system of local government and autonomy would
become stronger. But then, in the 1930s, we went into the path towards the Pacific War, and in the
end we were defeated. It was in the middle of the 1940s with the defeat in World War H that post-
war moderization efforls began.

Then Japan was occupied for some lime by the Allied Forces, but in 1952 Japan gained
independence, or regained independence, and we went through reforms again. The Occupation
Forces implemented some drastic reforms. But in 1952, we implemented another reform, and
rather than decentralizing, the country went in the direction of centralization because then, the
government felt, or the leaders at that time felt, that centralization would bring more efficient and
effective resuits for the country.

But in 1945, the Interior Ministry was abolished and the govemors, rather than appointed,

were 10 be elected. Also in 1945, universal suffrage was introduced. Before thal, only men could
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vote, but women alse began 1o have the vote after 1945, Mayors of towns and villages were
directly clected by the people, not through indirect election by members of these municipal
assemblies. So, we had this system well-established for local antonomy and goverament.

Local government had the right to pass ordinances, but the central government laws were
placed ahead of the ordinances so that the law would precede the ordinances of the local
goverament. And the central government began (o control the local governments through the so-
called “agency functions”, the agency system, whereby they delegated power to the local
government as culposts of the central government. So, while the tocal government has local
autonomy, still there is quite a lot of intervention from the central government.

Regarding the development from 1952 to 1985, T have selected three topics: the economic
geowih, the pollution issues, and the local development. In the beginning, if the local govemment
wanted to have local development, they would have to apply to the ceatral government, and these
that came up with good plans would be given subsidies from the central government. In this way,
the central goverpment assisted local government in national development.

{ think this was very effective, but cconomic growth alse brought about problems of
pollution or the deterioration of environment, and people began to feel that they couldn’t possibly
carry on this way. Then, they decided (o have the so-called “citizens’ novement”, or campaign
against i, At that time, at the local level, many mayors, or officials, were from the communist
patties or socialist parties whereas the central goverament was always led by the LDP (Liberal
Democeatic Party). So in the local government, you could sce that at a very early stage, aclions
were being taken in order to protect the environment.

There was a request from a local government to the central government that we should have
better welfare systems, or welfare policies. And there again, the views of the residents in
localities were represented. The central government in the 1970s, or the beginning of the 1970s,
was nol really putting a lot of emphasis on welfare issues, but the local government presented
such issues to the central government, so that majer reforms were made regarding insurance,
health inswrance, the pension system and other welfare matters, therefore, one of the contributions
of the local government was in the area of improved social welfare.

Bui still, in Japan, thete was a strong view that decentralization was still not sirong enough,
and, as a resuli, the committee was ¢stablished to promate Tocal goverament, or decentralization,
in 1995. And they are making recommendations to the government as to what sort of measures
should be taken for decentralization. I am not sure to what extent some of the recommendations
will actually be implemented, though 1 think that they certainly will make some inroads into that
area.

Now, I want to tell you a litile bit about the financial and fiscal system, or the local
governments’ revenue and expenditure systems based on an excellent analysis by Professor
N.Mochida. (Pleasc see Table 1.) Here, along this column you can see the total of the revenue, the

expenditures of the central goverament. This is the budget of the central government. It’s 75.1
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trillion yen. OF this, you can sce the so-catled local distribution tax, the local allacition tax. This
is a big portion. This is the money given to the tocal government, and this is untied. Tn this table,
you can see the fiscal teansfers. This is the revenue of the local governments, and the taxes are the
resident (ax, properly tax or business taxes and so forth, that account for about enc third of their
revenue. Then, there are those grants from the central government. They are divided into the
subsidies, the general subsidies, and the local distribution or allocation 1ax. The two together
account for one third of the revenue of the local goverament. As for tie local distribution tax,
there are nd requests or conditions attached, so this is not ear-nmuarked for any particular project.
Pauticularly, because there are inequalitics among focal governments, o local areas, so it tries (o
equatize that condition through this system of local allocation tax,

Now [ would like to tell you the formula for calcutating that lecal allocation tax. (Please see
OHP.) The cstimation formuta is what you have (o see. Each local government has its own basic
needs and (hat is caleulated first by looking at the size of the population and other things. So
these are the basic needs of the local government, but those standards at times are very
complicated and we feel they should be more simplified. Anyway, these are (he basic needs or the
basic demands of the local government. And then we also calculate to what extent this lecal
government can raise its own revenue through tax, and whatever gaps there are bebween those
basic needs and the ability to raise s own revenue. That gap will be met by the central
government as fiscal transfers, the so-called local allocation tax. Now this is Table 1. If you look
at i, you sce there are A groups; these are Aichi, Osaka, and Kanagawa. These are rich
prefectures in Japan. Tokyo is (group) F at the botiom. Tokyo is in a different category in terms of
the resources that it can command, But for the A group prefectures, you can see thelr revenue
there. I's on the lefi-hand side. When you look at the revenue, you'll see that their revenue is
much bizger in comparison with B, C, D, E groups. But when you look at it by per capita, you
will see a different picture. The estimations, or calculations are on a per capita basis and the
government decides how much allocation they give to each prefecture by calculating per capila
tax and so forth. In that case, you see that, not these rich countries, but other countries in D and E
are the ones that are receiving a great deal of per capita allocation of taxes. You can sec that
agricultural rural prefectures are receiving much more in terms of local allecation taxes.
Moreover, as I said, these are fiscal transfers that are untied. Therefore, theoretically they can use
that money for any purpose they want. However, central government has ways to exploit this
money for the purpose of central programs.

Thank you very much,

Dr. SUZUKI:  Thank you, Prof. Muramatsu. His presentation has given us a new impression. Many
European, American, or even Asian countrics got the impression that Sapanese economic
development was state-led. But in reality, already for a long time, Japanese economic

development took place not just through central government leadership, but also by cooperation
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with local authoritics, So it was a very interesting presentation in that sense, Thank you.
I'mv very happy to invite a participant from Indonesia, Dr. Panggabean lrom the University of

Indonesia, please.
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Presentation 2
Institutional and Technical Constraints in Narrowing
Regional Disparities in Indonesia

De.Adrian Panggabean
Lecturer

Universily of Indonesia

Dr. PANGGABEAN:  Thank you, Mr. Chairman. [ would like to bring to you the economic aspects of
intergovernmental relations. The topic that I bring is cutitled “Institutional and Technical
Constraints in Narrowing Regional Disparities in Indonesia™ To illuminate the issue, 1 use the
case of intergovernmental grant policy in Indonesia.

The objective of my 15 minute presentalion is threcfold. First is to summarize the salient
features of the broad pattems of regional development in Indonesia. Second, to outling briefly the
nature of decentralization format and the nature of the grant system which is designed to deal
wilth the unbalanced regional development. Third, to summarize findings regarding how technical
and institutional constraints reduce the potential effectivencss of the grant system. Based on
these, 1 would tike then to spell out some lessons that can be leamed from Indonesia.

Due to the limited time available to me, some details of this presentation may be read in the
notes that [ prepared. This briefl presentation will just try to bridge the gaps that may (which I am
aware} be existent in the notes that I prepared,

As a start, and to give the audience some context about the object of discussion, 1 will first
outline some basic facts about Indonesia. First, Indonesia has some 17,000 islands. Indonesia
covers a land area of around 2 million square kilometers, or 5 million square kilometers if we
include waters,

The distance from most ¢asiern to most western Indonesia is around 5 thousand kilometers.
The population is huge - about two hundred million. There are more than 200 different ethnic
groups, each with its corresponding languages. Indonesia is a unitary state in the form of a
republic. Indonesia has 27 provinces, about 303 local governments, and some 3,840 sub-districts
called Kecamatan, {The number of Kecamatan might have changed by now.) There are some
5,000 urban kampungs (urban villages) and seme 64,000 rural villages. To serve a country of this
size, lhe government employs around 4 million civil servants, onc millien of which are local
government’s employees and the rest are ceatral government’s. The way the government is being
arranged is so centralized. Not only the structure is centralized, but also its civil service structure.

Since more than a quarter of this civil service is paid through the grant mechanism, and
because the grant system operales in this centralized system, the inter-governmental grant system

becomes very important, in terms of both the economic and decentralization policy.
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Let me summiarize bricfly what has been learned about the extent of regional disparities in
Indonesia. This summary is bascd on my own surveys on voluminous academic studies which
were conducted by quite a number of people (from the 1970 to 1997). There are four things that
need o be wentioned in refation (o the patterns of regional development in Indonesia.

Fiest, is regarding the interregional disparitics in economic activitics, two thirds of the total
“economic activity” s in Java which represents only about 6% of the total land mass, Two thirds
of the Indonesian pepulation resides in Java too. This pattern has not changed for the last 25
years,

Second, there are also disparities in income. By using non-eil regional account data, all
studies came to a similar concluston that interregional income distribution is uneven: Jakarta is
very rich; Fast and West Nusa Tenggara provinces are poor in fact, very poor. A small number of
regions is just marginally above national average. IT we use household expenditure data, we even
find that income is less uneven.

Third, there are disparities in interregional production indicators. ilere, we get the same
story. The extent of the disparity is the same as 10 years ago.

Finally, there are disparities in interregional production structures. Interregional differences
in production base have not changed over the last 10 years or so.

What do we see? By looking at the extent of the disparily over time, 1 can se¢ the
interregional disparities in Indenesia have aclually not been divesing nor converging. In order to
confirm such an assertion, 1 also surveyed some more literature. § also worked out some statistical
estimales. ! found that indeed there has beea a non-convergence teadency in Indencsia. My own
cstimate based on a conditional-neoclassical-growth model, for cxample, suggests that the speed
of convergence is tow. In other words, there is a weak tendency towards interregional
CONVErgence.

The government has been aware of this problem and tendency. This was one of the reasons
they installed the INPRES policy (since 1970) to deal with such a disparity. Contextual to the
centralized approach taken by the government, intergovernmental grant transfers can be seen as
the logical policy option for the government to deal with such a problem. The scale of this policy
is big. Every year, it takes about 8% to 9% of our GDP; the grant system is targeted to all levels
of government; and grant transfers have been the most reliable sowrce of revenue for local
governments - even during bad times. Hence, 1 could not think of another policy that is more
important and larger than this grant policy.

But as you have seen, despite the government's continuous effort (o balance the development
using the grant system, the “sitvation” has not changed over the last 10, 15 or 25 years. Certainly
we ask the question why? 1 would Jike to illuminate two problems in this policy area: technical
problems and institutional problems,

I am aware that 1 need to explain to you first, in relatively more detail, the decentralization

format in Indonesia, in order 1o show where this grant system fits into the conlext. But, due {0
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time constraints, maybe [ just need to mention that the litle handout that | prepared would help
the audience understand the decentralization format that we adopt. Let me just jump and exphain
the results of this grants policy.

fo give you some idea about just when such kind of gescarch started, 1 could say that the
first attemipt to measure the effectiveness of this grant systens in reducing interregional disparities
was done in the mid 1980s, Since then, numerous academic exercises were conducted to measure
the same thing. Findings suggest the following: First, the grant system - as an economic
instrument-apparcidly only affects regions’ production structure marginally. In other words, it
doesn't significantly change the regions’ production structure. Second, investments made through
grants appear to play litile or no role in regionat per capile income growth. Thus, in other words,
productivity of grants-funded investments is aciually marginal. Third, the effect of granis on
interregional income equalization appears tobe marginal, too.

The ability of this fiscal instrument to achieve the objective is constrained by two main faciors
(by the way, this is only my own classiflication): technical and institutional constraints. By saying
“technical”, 1 acteally mean “the design” of this fiscal instrument. What | mean by the word
“institutional”, is the underlying institutional framework within which this grant policy operates,

Within the technical aspect, it is the inability in the part of the govemment ta pul in place a
rational design in the fiscal system. As a result, the grant system fails to optimally repress the
tendency of non-convergence. To be precise, the govemment has failed in estimating precisely the
relative spending needs, the relative variation in cost, and the interregional differences in fiscal
capacily. In a country as diverse as Indonesia, it is impodant to arrive {0 a good estimate of the
extent of cost variation before allocating fiscal revenues. Allocating fiscal revenues on the basis
of differences in spending needs has not been made possible because the amount of speading
requived to carry out devalved functions is not known. Inability to calculate spending nceds occur
because the definition of decentralization in Indonesia is obscure. As you can read in my handout,
Indonesia adopis three principles of govemaace: decentratization, where some funclions being
devolved to local authorities; deconcentration-whereby field offices of central government
agencies operate in regions: and co-adminisiration principle-which actually is a combination or
hybrid beiween the deconcentration and the decentralizatton principles {and this co-
administration principle was designed to enhance central control over lower levels of
govermment). With such a complex web of definttion, it becomes difficult for anyone to estimate
the amount of spending needed to carry out the function,

As a result of the inability to calculate differences in cost, spending needs, fiscal capacity,
the grant system has scored *low” with respect to equalization in fiscal capacity; and has scored
“moderate”$ in relation to equalization in both spznding needs and cost of service provision. Not
only that, the grants are being prescribed in oo much detatl, and hence, introduce distortions into
the system. In Indonesia, the specificity of a grant component goes further beyond a simple

carmarking of the revenues to specific functions, The extent of specificity goes down to, for
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instance, the number of books one should buy; and somedimes even goes to “where you should
buy the books™

Further, the grant system does not provide adequate incentives foy efficicncy and cquatization.
[For example, the design fails to include the element of fiscal capacity cqualization; the ¢lement of
fiscal effort is only marginally represented within the formula; since the system is actaally an
amalgamation of so many individuat clements or sub-grants-each with its own incentive shucture,
an unsystematic approach to equalization has resulted; in a number of grants, objective atlocation
criteria are missing. 1t is not surprising, therefore, to find research that concludes that the grants’
contribution lo inter-regional cqualization has been actually limited.

\What about the instiutional consteaints? Here, it is important to note that the division of
functional responsibilities in the Indonesian bureaucracy is very unclear. Such an overlap in
functiona! boundaries has made the design of the grants-funded investments sub-optimal. Hence,
progamme/projects’ effectiveness is affected. Another problem is related to adnuinistrative
arrangements. In various clements of the grants, the administrative arrangements are
cumbersome. This creates inefficiency within the programy/project planning system. Also, the link
between grants-funded invesiments and other sources of investments is actually weak within the
planning cycle. What's more, policy fragmentation, weak administrative capacity and delays in
disbursement contribute to inflation in cost of investment, and reduction of potential efficiency.
Lack of accountability inhibits the promotion of an optimal choice of spending of the grast funds.

Up to here, we have outlined briefly how technical and institational aspects contribute to the
nonimproving disparily between regions. But then, what can be learned from this lesson?

To me, the most important lessons are twofold. First, from institutionat side, | leam that a
proper definition, as well as a proper arrangement of decentralization format are imporian
ingredients. Improvement in technical design of the fiscal program is also critical as sound design
can contribute significantly to economic cfficiency.

In Indoncsia, reform in this technical area is actually on the way although it is proving to be
very dificult. Ideally, sensitive institutional issnes shoutd be touched, too. | am aware, as much as
you are, that it is very difficuit to touch this sensitive policy arca. However, recent developents
suggest that some of the earlicr steps toward bigger reform are already in place. The goverament
has enacted a law that will change significantly the local fiscal base (i.e, through enactment of
Law No. 18/1997), The government has also embarked on some pilot projects (called Dacrah
Percontohan) with the objective of simulating what effect the devolution of function has on local
authorilies. Up to now, this is roughly what the government has done. 1 personally hope it will
conlinue.

Let me close by hoping we all can benefit from the Indonesian experience.

Thank you.
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Presentation 3 :
L.ocal Governance : Cebu Kxperience

Hon. Alvin B, Garcia
Mayor
Cebu City, Philippines

Hon, GARCIA:  Thank you, Mr. Modcerator.

Ladies and Gentlemen, a pleasant good afternoon! 1 will tatk about govemance in the
context of my city, Cebu City. First, allow me to give a little background and history of the city
where 1 sit as Mayor. Cebu City is the biggest city outside Metro Munila. 1t has a population of
about 800,000 people occupying approximately 33,000 hectares of land, 15 percent of which is a
densely populated coastal plain.

Cebu City was discovered by a Spanish explorer, named Ferdinand Magellan in 1521, At
that time, it was already a thriving port city. He planted a cross therein, which today still exists. In
1565, another Spanish explorer, Miguel Lopez de Legaspi landed in Cebu. He introduced the first
rudiments of a formal goverment when he organized the numerous settfemenis he visited and
subdued, into a colony of Spain.

The early form of colonial governmient was highly autonomous. Local tribal chieftains had
full control of the arcas, exacted tributes and taxes from them and defended them from external
threats. In tusn, these chieftains shared part of the tributes to Spain through paying ihe Colonial
govermnmient in Manila. As the local communities grew and governing them from afar became
more complex, the central government established administrative bodies in  tocal communitics
and this was the beginning of local government as we understand it today.

When the Americans took over the Philippines at the turn of the century, lecal governments
as previously described, were already in existence, They were highly autonomous and
decentralized. However, in order to fulfill America’s self-proclaimed mission to educate the
Filipinos and develop the Philippines prior to granting independence, they moved to centralize
power in the national governmient headed by an American governor-general (a title similar to
General MacArihur in Japan after the Pacific War).

By the time the Philippines was granted independence in 1946, it had inherited a highly
centralized national government based in Manila. When the first Congress of the newly
independent Republic convencd, it realized the imporiance of decentralization to spur local
government. They passed laws on decentralization and local autonomy only to again in 1972
when President Marcos declarcd Martial Law. He arrogated vast powers onto himself so that local
governments had to literally beg on their knees to get favors from him. This was how he

controllcd the whole country for so tong during the Martia Law years.
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[ shall discuss the Local Government Code of 1991, It took another 5 years after the
overthrow of President Marcos in 1986 for a responsive 1.ocal Government Code to be enacted.
Although acknowledged locally and internationally as a very progressive picce of legislation for
local development, it las attained some successes and sulfered some drawbacks .

There are actually three important powers in the code that in my view enhances local
development, tocal governance, First, it has given revenue-generating powers to the lower levels
of government. Second, it has mandated people’s participation. And third, it has allowed the local
govermment unils 1o access directly credit finance, grants from abroad,

With regards 10 the revenue-generating power, the £LGUs now have a really broader tax base
than before. Tax rates have been raised and more business activities are now taxed by the L.GUs
under the code. The same code, however, prohibits the local government units from assessing
taxes on internal revenue, such as income taxes, excise taxes, turnover taxes, and sales taxes.
These taxes are still exclusively collecied by the national governmens unit. Under our code, these
taxes are lumped together into a pic and part of the total amount is redistributed to the local
governments based on the formula wherein the pie is divided into 50% for population, 25% for
land area and 25% shared equally across the board by all LGUs. (This is called Internal Revenue
Allotment).

This fomula has drawbacks because it does not take into consideration the amount of
contribution the local government has given the pie. The more progressive local governments
contribute much of the taxes, yet this fact is not taken into consideration upon distribution of the
taxes (JIRA). What is taken into consideration are land area, and population and across the board
equal sharing. Usually, big income-generating governments need big infrastructure support in
order to sustain our growth and progress.

The formula has advantages because it acts as an equalizer to poorer regions who do not
generate much income, because income is not a factor. They will still get their share regardless of
income, based on the formula. This is a good cure for the so-called regionat disparities. The big
and progressive LGUs whose business and property values are mote and higher, take advantage
of the code. While smatler LGUs whose business is small and dispersed and whosc properiy
values are low, will find the code of litile use.

Then, let’s go to the other attribute of this local government code. The local goverament
code mandates private sector participation in many of the government functions. For instance, we
arc mandated to have a L.ocal Development Council which is in charge of the development
planning of the community. Planning is a very important function of government and it has been
devolved (o the local governments and the local private sector. Recently, our local development
councif met and decided to have the existing master-plan updated and to bid it out to interested
consulling firms. We also have other bodies like a Local School Board and a People’s Law

Enforcement Board,

The Local School Board is a body composed of a local chief executive and officials,
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cducation officiats, and the PTA. One-third of the LGU's real estate 1axes is the so-called Special
Lducation Fund (SEF) which becomes the local budget for education, These funds are
administered and expanded by the Local Schoot Board. In Cebu city, we are using these funds {or
a massive school-building program side by side with the same program of our national
government. We are also using SEF to purchase computers, so that our highschool children, and
even gradeschool children, can become computer-literate. Tntra-net and internct connectivity is
also being taught.

The People’s Law Enforcement Board is composed of private sector and LGU representa-
tives created by the code. It is nrandated to receive complaints, investigate and punish any abusive
policemen in the conduct of their duties. These bodies created by the code mandales people
empowerment and are just 3 of the many more created by the code.

The third attribute is that LGUs are given access to innovative credit financing for theiv own
development, The Code enumcrates many finance oplions. Some local government units have
faken advantage of them while others have not. Mandaluyong City built a market through the
BOT scheme (Build Operate Transfer). The province of Cebu issucd bonds with Ayala
Cotporation, backed by real estate. Legaspi City and San Carlos City ftoated bonds for socialized
housing. Cebu City has a pending socialized-housing bond flotation, a BOT for a low-cost
housing cordominium, new market and a new City Annex. Given the demand for capital
development projects in local government, it scems surprising that these forms of development
financing are still an exception, rather than the rule. Only Jess than 10 local govermment vnits of
the aver 1,600 local government units in the Philippines are using this innovative scheme. Why?
{t secms that only a few LGUs have the know-how to take advantage of the opportunity. ‘the
others use traditional means of financing (bank leans).

Six years have passed since the Code took effect. Many L.GUs have indeed benefited from
its provisions, but progress has been hindercd because it has often been defined in the context of
the Code, when progress should be defined in its own terms, For example, a highly respected
award for local government programs is given partly on the basis of how the program is taking
advantage of the Code. 1t’s almost like saying that other programs are nol successil vl if they do
not take advantage of the Code. The tragedy of the Code is that many people have come (o think
of it as the be-all and end-ald of decentratization. Many of us labor under the ilusion that we have
decentralization because of the Code. We have forgotten that the Code is there because of
decentralization and (o foster the inherent autonomy that has been the birthright of local
communities since time immemorial. The Code provides opportunities, but there are other
opportunities outside the Code. Where it provides limitations, allermative means may be provided
through legislation, In other words, our aftitude towards the Code should be that we should take
advantage of its opportunities but not to be hampered by its limitations. Otherwise, from being a
window of empowerment of local government, the Code becomes the wall that hems them in.

Now, 1 will go on to the accessing of official donor assistance. Donors look for places that
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are most likely to produce results for their investment. For its Governance and Local Democracy
(GOLD) Program, for example, USAID chose L.GUs where the local chief exccutives are noted
for their leadership, accomplishment, and innovativeness. Donors also want to put in their money
where the local government has demonstrated the capability to implement previous projects, |
would like to think this is patt of the reason why OECEF and HCA have much assistance for the
Metro Cebu area.

Why are some 1.GUs more capable than otiers in implementing ODA assisted projects, and
therefore more capable of exploiting codal provisions for direct ODA interaction? The principle
applicable on reveaue generation is also applicable to accessing donor assistance. Provisions in
the Code that allow 1.GUs 1o benefit from direct contact with donor agencics are only good for
those L.GUs which are ready for such contact. These are 1.GUs which are ready with their own
development and infrastructure plans because they have appropriate technology, they have siate-
of-the-art communications and networks. In short, they have strong project development
capabilities. 1.GUs which are not ready are caught napping on the side of the road, and have litle
chance of getting on the QDA gravy train.

Now, let’s think about regional disparities. These dynamics of growih leading (0 further
growth have created disparities in regional development. People from outside Meiro Manila call
Manila “Imperial Manita” for the dispropotionate amount of public and foreign funds expended
in the capital. "Today, they are calling Metro Cebu, “Imperial Cebu” for the same reason. It is clear
that the level of development is different between the regions. When this difference increascs
because of the disparity between the region’s capabilily to attract more investiments or to access
ODA, it is time to attempt sosme kind of leveting of the playing field.

[ would just like to say that one of the things that can probably be done in order 10 level the
playing field is to reorient the development assistance before seeking project proposals initially to
capacitate the LGUs by funding a project development office in each region. This can be done not
only by the funding agencies alone, bui also by the national government. Hence, fund a project
development office and capacitate [.GUs to develop and present a plan properly, so that it can be
{funded by donor agencies. In particular, | am therefore proposing to help LGUs or regions set up
their own project development offices. Donor agencies can provide training, capital outlay, andfor
cquipment and software,

[ have also proposed a periodic LGU-ODA Fair, It is like a market. The first part is an
mtroduclory meeting between the local government units, development planning officers, finance
officers, and development agencics. During this meeting, donor agencies explain what kind of
projects they can support, and present guidelines for the proposals, The LGUs, then, go home and
consider their needs and opporfunities. Then, using their new project development office, they
start working on the proposal. At this point, they may contact the specific donor agencies for
clarification. When they have already developed the projeet, the second part is where, after a

month of two, the LGUs take their proposals to the various ODA tables and ODA representatives,
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who receive and browse over the proposals in booths sct up by the 1.GUSs for this yearly cvent.
‘The arrangement is supposed 10 work like fair or a market - give the scllers an opportunity to
mieet the buyers.

As a conclusion, looking beyend the elections. Afier the coming clections in May, there will
be a new Congress which will review the Local Government Code. T am confident that we con
improve and fine-tune the Code further based on our expericnces witl it in the past 6 years, Inthe
end, after alt the amendmets shall have been proposed, discarded or aceepted, we will still end
up with a document that will not be perfect. It will still contain oppottunitics, as well as
limitations. Allow me then 10 say, let us take advantage of the opportunities, but lei us not be
hemanted in by its limitations, After all, our quest is not for a perfect document, but for the
promotion of local autonomy for effective local governance.

Thank you.
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Discussion
Moderator : Dr.Yuji Suzuki

Dr. SUZUKIL:  Thank you, Mayor Garcia. I really appreciate his knowledgeable explanation of what
Cebu City has gone through. Now, we have heard three consecutive presentations on the role of
local government - from Japan, Indonesia and the Philippines. 1 would like to have about 10 to 15

minutes for questions duc to the fact that we have already heard very detailed explanations.

Parlicipant: Thank yeu for the presentations. My name is Kevin Newman and [ work for the Council of
Local Authorities for Internationat Relations in Japan. My question is to Dr. Pangabbean from
Indoncsia. You were talking about the disteibution of funds - the grant system. How much of the
actual money is for the local governments? What percentape of their budgets would this grant

money aclually take up?

Participant:  Thank you. My name is Gitio and I'm from the Embassy of Uganda. My question gocs to
you, Prof. Suzuki. In your prescatation, you are suggesting that local governments, NGOs and
other such institutions should be given an opportunity to directly link up with other simifar
organizations across the borders. 1 would like you to again raise the guestion of coordination, so

that duplication and other things are avoided in these kinds of linkages. Thank you.

Dy, SUZUKI:  Thank you, sit. Any further questions? No questions. Then [ will be happy to ask Adrian

to respond, briefly please.

Dr. PANGGABEAN:  Thank you for the question. About two-thirds of the sub-national governments’
budgets arc derived from the grants. To be more precise, at local level (second level of
government), the figure is higher than that. it’s about 80 percent of the local governnmients’
revenues that is actually coming from the grants. For provincial goveraments, it’s about one-
thirds. With such a dependence, you can see how important actuatly the grant monies are for the

sub-national government. Thank you.

Dr. SUZUKI:  Good question from the ambassador from Uganda, I think this could be a serious issue
for many of us, particulatly from donor countries’ agencies (0 argue how we reduce duplication.
If we have duplication, that means that we are not listening to the needs of locality to the cxtent
{hat efficiency of the financial investment, usually ODA, would not create any good environment
for the localitics to develop upon their own capacity later on. That means the more we invest aid
nioney, the more they need to continue 1o ask. We call this “dependencia.” I think yeur guestion

touched on a serious issue Dr. Adrian Panggabean indicated in his case in Irdonesia, too. But, on
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the other hand, there is a 1ot of room for us (o improve. For example, through my own expetience
in NGO activities, NGOs are not perfeet and never have been peefect, The coordination among
NGOs is as difficult as any coordination among nation states. And among nation states, you have
a number of Codes of Actions, thanks te the {unction of multitateral agencies or nudtitateral
institutions, but among NGOs we don’t have these instruments. We don’t have that moduos
operandi, Code of Ethics, understood and shared by a number of players between state sectors
and private scctors, espectally among non-governmental sectors. L will remind you how important
it is in Indonesia, 77 pereent of capital formation is alrcady by the private sector. The public
sector occupies only 23 percent of whote national capital formation. Te that extent, development
will bring a very new phase where state, however powerful it may be, has little share, tess and
less in overall economic management. We have to make the private sector participate and take
responsibility, That means, like John . Kennedy said: ask not what the state can do for you, but
what you can do. In thai sense, | would be very happy to sce a soit of coordination or system
coordination that can be established soon among non-state sectors in a more struciurcd manner.

That’s quite an important question and I really thank you.

Participant: Thank you very much Prof. Suzuki. I am the Burkina Faso ambassador. 1'd Iike to move on
this way and look for, if not some advice, some friendly comment from Mr. Suzuki. In a country
like Burkina FFaso, the problem is not that we are looking for NGOs., We have too many NGOs in
Burkina Faso. We have more than 200 NGOs operating in this country, The problem we are
facing now is kow to restructure thase NGOs moving in this country, and choosing at the
beginning in which area, in which region, in which village they want to operate. And it is a
subjective matter we are dealing with. They are moving and saying “1 guess we wanted to do this
and in that particular region.” So we don’t know exactly what to do. [1's quite difficult 1o refuse
cooperation from those NGOs. But as far as Burkina Faso is concemned, it is, [ may say, a well-
organized country. It is very difficult to refuse, and at the same time, it is very difficuli to accept
this kind of anarchy in the country, even il you wanl to receive cooperation from some NGOs.

Thank you very much.

Dr. SUZUKI:  Thank you, Ambassador. T think that question really obliges us to move on to the next
group of presentations, for we are going to touch more deeply on these issues. I very much
appreciate i, My brief view is that perhaps governmental organizations have tended to look at
non-governmental organizations as anti-government organizations for a long time, due 1o various
elements: history, background, cultural differences, and so on. But the change of international
systems requires you to look at NGOs as not just anti-government organizalions, but also as
partnees of policy implementation. There would be some NGOs which are very much anti-
government, but there would be other NGOs who would be, in a sense, paniners. You cannot deny

these multiplicities. So, I think government should have its own way to set up partnership. It
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would take time, and it would ask government to maintain a firm and pro-active policy stance vis-
a-vis NGOs, Of course theres a risk, too. Likewise, NGOx also tend (o sce government as Enemy
Ne.l. With some government efforts, mutual cooperation could be meaningful. Some cxamples
of this will, perhaps, be presented by Dr. Calavan in the case of the Philippines. So, T will be very

happy now to invite the next group of speakers.
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Presentation 1 :
The Role of ODA in Advancing Regional
Development and the Capacity Building of Local
Government

Mr.Mitsuaki Kojima
Managing Director
Planning Department

Japan International Cooperation Agency

Mr KOJIMA:  Thank you very much. Prof, Suzuki. And 1 listened 1o previous presenters with great
interest. I will certainly take stock of the presentations in my work,.. to carry oul JICA’s activities.
I would like to discuss with you the rele of ODA, Official Development Aid, in advancing
regional development, Jocal development, and capacity-building of local governments. |
recognize the importance of local development and capacity-buitding of local governments. As
the cconomies in develeping countries grow, there are many problems, such as Mega cily
problems and widening gaps between big cities and rural arcas, touched upon by many
presenters. | also share the view that there is increasing importance of the role of local
governments in the process of decentralization and increasing autonomy. Here, 1 would like to
say, however, that the political and administrative system in each country should be decided by
themselves, including the relations between the central govermment and local gavernments, And
the speed and degree of decentralization and local autonomy are subject to the devetopment stage
of cach country.

Now, before 1 go to touch on the role of ODA in this field, [ would like to explain very
bricfly what JICA is doing. JICA is one of the implementing arms of the government in carrying
out Japanese ODA. There are five components in our activities. The first is technical cooperation.
In this, we have five or so sub-components. The first is receiving trainges and specialisis from
abroad, from developing countries, In fiscal year 1996, JICA received as many as 9,353 persons
from abroad, and some of them are received by Japanese prefectural governments, which 1 would
like to touch on later. The second sub-component under technical cooperation is sending experts
to developing countries. In the same fiscal year, we sent as many as 3,000 experis abroad. The
third sub-component is providing necessary equipment. We provided equipment in 102 cases in
fiscal year 1996. The fourth compenent is project-type technical cooperation, which is the
combination of all three technical cooperation sub-components: receiving trainees, sending
cxperls, proﬁding necessary equipment, and ranging from two to three years to four (o five years.
We engaged in 227 project-type technical cooperation projects in the same fiscal year. The Jast

sub-component under technical cooperation is development studies, making feasibility studies,
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master plans, and so on and so forth. We engaged in 306 studies in fiscal year 1996, That’s the
icchnical cooperation component.

The second component in our activities is JOCV, that is Japan Overseas Cooperation
Volunteers, sometintes called Young Volunteers. We sent, in that simifar fiscal year, 2200 young
voluntecrs to developing countries all over the world.

The third component of our cooperation is emergency disaster relicf. We dealt with 24
disaster relief cases in the same fiscal year.

The last component of JICA activily is implementation of the grant aid program. We
implemented 214 grant aid projects in that same fiscal year. That's what we are doing.

Now I 'would like to touch en the role of ODA in local development and eapacity-building
of local governments from JICA’s perspectives. There are (wo aspects in our role. The first is the
economic and social aspect. That is, cooperation in local development, development of local
conununitics and local cities, and so on and so forih, This aspect also serves for the capacity-
building of local governments, together with narcowing gaps between central cities and local
cities.

The secand aspect of our role is the political and administrative aspect. That is, the
cooperalion designed for local administration, local autonomy and the decentralization process.
We receive many trainces from abroad, from developing countries, in a couple of training courses
specializing in local governments, local administrations, local autonomies, and so on and so forth,
In this, T would like to emphasize onc of eur activitics. That is the project-type technical
cooperation I touched on. It is the combination of receiving trainees, sending experts and
providing equipment. In our project-type technical cooperation with many developing countries,
there are two types. One is the “center-type” cooperation. That means we provide cooperation to
central organizations of central government. Through those central organizations, we expect that
that particular ceniral organization will disseminate technology, know-how, expertise and so on
and so forth to local governments by themselves, That is the typical “center-type™ cooperation.
We have been doing many projects of this lype. Bul now, we are launching a new type of
techinical cooperation, That is “lacal development type” cooperation. We reach oul to the local
cities and we reach out 16 local governments. And we invite participation of local people in our
cooperation. That is the “local development type” cooperation,

There are some examples in Indonesia, Philippines, Nepal and so on. In this local
development type cooperation, we observe the increasing importance of close coordination
between the central government and the local governments, and the clear identification of budget
allocation and the responsibilities. Otherwise, there may be some confusion, duplication of
works, and some constraints when we reach out fo local government and local people.

Now, in our activities, I would like to emphasize the coordination between JICA and the
Japanese local governments and the active utilization of local govermments’ expertise in carmying

out JICA’s activities. 32 prefectural governments received 573 persons in training courses in
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fiscal year 1996. We appreciate the hospitality of the local prefectural governments in receiving
trainees from abroad. As many as 21 prefectural governments have sent prefectural experts,
totaling 153 local officials. This is, [ think, dicect contribution of the Japanese local governments,
Also, I would like to touch briefly on the sister city relations between the Japanese local
governments and overseas focal governments. ‘There are many, and through them they promote
international exchanges, and we like (o promote that too. [ did not touch on the aspect of NGOs in
my resume, but we have the coordination with the Japanese NGOs and also with overseas NGOs,
There are five courses Japancse NGOs are undergoing, and the NGOs are receiving 61 trainees
from abroad, and onc expert is sent by one of the NGOs in Japan. We have very close dialogue
and cooperation with many fapanese NGOs., We like to promote that too. Now, lastly, 1 would
like to touch very briefly on the process of decentralization and increasing local autonomy in the
world, and on some aspects in carrying out ODA. One is the fact that there is a shift in authorities
and budget allocation from a ceniral government to a local government, more or less, subject to
the development stage of each developing country. And from there, we observe the increasing
importance of the role of local goveraments, in particular in carrying out cooperalion in rural
development and their capacitly -building.

The second aspecl in this is the role of the central government in Government (o
Government base cooperation. We do implement G-G base cooperation, not directly to local
governments. In this, when we embark on local or rural development, or the capacity building of
local government, we like to bave confirmation and prioritics of the central government. Also, I'd
like to emphasize the importance of respecting initiatives and ownership of the local governance
being the ones carrying out the cooperation. Those two aspects are very important in our
cooperation and the many types and modes [ have touched on. I'd like to stop there. Thank you

very much for your attention.

Dr. SUZUKI:  Thank you, Mr. Kojima - very sharply ended. Thank you very much indecd. By the way,
he mentioned “prefectural” government in Japan, totaling 47. We have 47 prefectural
governments and he mentioned over two-thirds of them have already pacticipated in the

implementation of JICA programs abroad.

45



4. SESSION 3 Role of hacrnational Asistance

Presentation 2 :
The Role of Development Assistance in Local

Governance Programs - What We Think We’ve

Learned in the Philippines

Dr.Michael Calavan
Chicf, Governance and Padticipation Office
USAID Phillippines

Br, CALAVAN:  The subject of my talk is what we think we've leamed in the Philippines - what we
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THINK we've learned. Pm trying to be a little bit modest in making that peint. 1 want to thank
my JHCA colleagues for inviting me. 1U’s a unique honor, I think, because I know you've talked to
many people in many countries and, for some reason you thought that ! was onc of the
appropriate guests to come and speak. | appreciate that very much. 1 took forward to this chance
to exchange information with ali of you, and to get insights from development colleagues.

However, as [ sat down and started to think about what 1 would say in my office overlooking
Manila Bay, 1 was wondering “What can my addition to this group be?” My best guess about why
I had been invited was because USAID is doing some cutting-edge programming with cutting-
cdge local governments in the Philippines. 1 would like (o note that today there are at least three
mepresentatives of those cutting-edge local governments that we work with in the back of this
confereace room - planning ofticers from three of the provinces in the Philippines where we
work. Also, I would point out 1hat cutting-edge work started well before I arrived in the
Phitippines 18 months ago. [ don’t take credit for putting it in place.

I also suspect that I might have been invited because [ said some fairly provocative things in
recent meetings with JICA teamis in our offices in the Philippines, in previous meetings with Prof.
Muramatsu, Prof. Kawamura, and Prof. Suzuki. I know Prof, Suzuki likes to be a little
provocative, and so he wants me to be a ltfle provocative. I'm not here to convey official US
govermnment pelicy, but to talk about what we have learned so far about supporting democratic
local governance in the Philippines. Supporting it - we're not doing it. People like Mayor Garcia
and a dozen colleagues in the back of the room who are proviacial planning officers, are centrally
doing if, but we're trying to be supportive, | hope 1 can do this - talk about what we think we're
tearning in a way that provokes discussion without suggesting we have all the answers because
clearly, we don’t, nor does anyone.

Firsl, a litile background. I don’t necd 1o say so much here, because Mayor Garcia has tatked
quite a bit about the Local Government Code. He’s talked about both its sirengths and its
shoricomings, and in our office, we talk about the strengihs and the shortcomings of the Code

everyday. However, we also recognize that it’s one of the most far-reaching local government
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laws any place of where we work on local governance issucs. Perhaps Bolivia is more or less in
the same place, but we think the Philippines has jumped very far out ahead in building
autonomous local governance. So there are problems, but there are also enormous opportunitics
there. In USAH)/Philippines, work in this area is managed under a team, under a strategic
objective. We call ourselves the “democracy team”. This is about governance, about efficient and
effective governance. It’s also about building strong, participatory, enduring democracy in the
Phitippines. We do that because we believe in democeacy for the Philippines and because the
Filipinos belicve in democracy in the Philippines, Our main project effort at this peint in fime
you’ve heard it mentioned aleeady - is the GOLD Project, and GOLD stands for “Governance and
Locat Democracy”. If you want to kitow a little bit more about it, 1 believe there’s a handow
outstde, if you haven’t picked it up already.

I am going 1o go through some things that we think we’ve learned - some simple
generalizations ¥ would like to make, First, optimism, not pessimism is calted for. When we talk
about local governance in the Philippines, we talk about it in an optimistic and exciled fashion
most of the time. When we look at the challenges of local governance, we tend to dwell on the
positive opportunities and not the problems. Many donors, many opinion-makers in Manila
emphasize the problems and the shortcomings of local governance at this point in time. We find,
however, that surveys overemphasize problems. Those surveys bring predictable, traditional, not
very useful answers about how to support local governance. We find it’s much more useful to talk
about broad, positive trends - things that are happening. In the Philippines, things have been
happening under a very broad, very forward-looking Code for 6 years, and what we are impressed
by is the remarkable things that are happening in Cebu Cily, Lanzo Del Nosie and Palawan and
Sarangani and all the proviaces and cities of the Philippines. Our field observations as
representatives of the US Government and the Rapid Field Appraisals that we commission
support this view every year. So looking at what’s happening in local governance gives reasons
for optimism. If you’re interested in what a Rapid Field Appraisal looks like, there’s a summary
of the most recent one done last July-August, No.7 in a scries. That should be available as a
handout outside. It stresses posilive trends and accomplishments, It looks al problems and
shortcomings, but it siresses posiiive trends and accomplishments. We say unashamedly that we
set oul to work with the besl, We don't say we're working with all of the best. We're not, for
instance, working with Mayor Garcia. Bul we set out to find somie of the most progressive
provinces and cities to work with, not necessarily the richest, but where the leadership was
strong, creative, aggressive, where there was clear evidence of NGO aclivism and citizen
participation alrcady in place, because as we thought about it we said we want to show the world
that local govemance, a strong autonomous local governance can work in the Philippines and we
think it can work in other places. We want to help make a revolutionary change and the way to do
that is to work in the first instance with the best. Working with those that have the farthest to go

isn’l the way to bring fundarnental change at the oulset,
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A sccond point is that i's okay 1o “carcfully” embrace open politics. For most of us donors,
for most of the tast 30 or 40 years, most of our interaction has been with the central government
and with the civil service, and only a little bit with politicians. Our cmbrace is not an over-
cnthusiastic young lovers’ embrace - iU’s more that of malure adalts, but it is an embrace. We
work directly with Governors of provinces, with Mayors of cities and municipalities, with local
legislators at all levels, even with village level, or barangay officials. We are placing less
cmphasis on working through national level civil servants than we did in the past. We don’t
support candidates or parties and elections - that would be foolhardy and inappropriate. But we
lope activities that are supported wader cur project, the GOLD Project, will be discussed and
debated during the upcoming local political campaigns. We think that important governance
aclivitics - whether they are working or not - is what the stuff of political campaigns shoutd be,
and we hope that they are debated, that they are discussed seriously.

We support the national-level local government fcagues, in particular, the League of Cilies,
League of Provinces, and thea League of Municipalitics. We are pleased that because of our work
in support of those leagues, they are becoming potent political actors in policy discusstons al the
national level. They are able to weigh in, to be part of the discussions about what are the best
policies for local governments. We look forward to a very productive dialogue between people
like the Mayor and the League of Cities he belongs (o about how the Code should be changed
when it's reviewed by the Congress of the Philippines in 1998. We note that GOLD local
activities are pushed, are driven, are directed by local techinical working groups that are headed
variously by elected leaders. by local government employees, by NGO leaders, or privale
busittess Ieaders depending on what the community thinks is the best arrangemient. We don’t
dictate what that arrangement should be.,

The next point - it sounds very simple, but in some ways, it is provocative, The obvious way
to strengthen local governance is to work with local governments. We do not attempt at this point
in history to strengthen local governments by working through national agencics. Past efforis to
ficlp swengthen national government agencies, so that they would help to assist local
governments, have not paid off at a level that we find satisfactory. I am a professional bureaucrat,
I am a civil servant, § work for the national government. | hope it is a little provocative and a little
controversial to say, “We find it more useful to strengthen local governments by working directly
with local governments”. So, we do work directly with nine provinces, two autonomous cities,
their component municipalities and barangays. We atso work closely with the Leagues of
Provinces, Cities, Municipalitics, and the new League of Leagues, helping them to give better
services o their constituencies and to becomie stronger political actors on the national scene. 1
point out that most of the project expertise that we put to work with local gevernments on what
they want to work on, wetl over 90 percent of them, are our Filipino experts or consultants, who

in many cases we hope after the project is finished, wilt find future work as direct employces or

consultanis of local governments.
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The next point is that demand-driven programming can really work, What do we mean by
“demand-driven” programming? Fiest of all, we adveitised for partner local governments, We
asked through the Leaguc of Cities and the League of Pravinces, for then to cone in with letters
of interest, and then through a long peiiod of information-exchange, we went from a st of more
than thirty provinces and down to the nine we're working wilh, and in a couple of cities. We
don’t say that they're the best local governments in the Philippines, but they're certainly up there
among the strongest, In working with these local governments, the stafl of the project really don’t
enter situations with ready-made programs hidden in their briefeases. They really don’t. The
process begins by a large patticipatory meeting in a province, typically counsisting of 70 to 150
people - a cross section of politicians, local government cmployces, NGO representatives,
business people - who have a chance over two days to say what are the main challenges facing
this particular local government and what they would we like people from the GOL project to
work with us on at the cutset,

Usually that process identifies 10 or 12 major challenges and 3 or 4 to get started on. They
are different in different places. On the other hand, demand-driven programs have predictable
similarities. Most of the local govemments that we consulted on told us that one of the big issucs
for local governments in the Philippines is local resource and environmental management. So
we’re working on cnvironmental management practically in every place. In other cases, people
said, “our concern is with health planning”, so we're working on healihplanning where they
wanted that, and we are working on something clse where something else was desired. As I said
before, the activities are directed and pushed by technical working groups and under protocols.
“Protocol” is a very hard thing to explain, but it's constanly shaped and reshaped by a local
commitiee which says “this is what we want to do next”. They tell us, we don’t tell them. Inputs
are limited to facititation and coordination, helping to organize large pasticipatory planning
sessions and short-term technical assistance. There’s almast no grant mongy, there’s a little bit of
cost-sharing for workshops, for what we call cross-visits as tocal governments go to find out how
local governments clsewhere in the Philippines do things. But there is no assistance on
infrastructure, there are no large cash-grants, so much of this activity is locally funded.

Next point, the last one. It’s time (0 move this concept of participation from thetoric to
reality. We donors talk about participation, we've been talking about it for 10 years, 15 years.
How do you make it really happen? GOLD brought a facilitation package to the Philippines
calted “Technologies of Participation”. 1 belicve that it was developed by the organization that
Rob Work used to work with for many years, developed in the States and in a number of
countries. Let me say that the Filipinos, and a lot of other people, love it. They believe it's a valid
process for having a dialogue among a lot of people, not only identifying problems, but then
deciding what are we going to do about them. The point one of our colleagues makes is “it’s not
useful untess we know what we're going to do Monday moring”. So, GOLD brought a

facilitation package. [t's not the only one, but it’s a good onc. It's simple, it's teachable, but

49



50

4. SSESSION 3 Role of Intemational Assistance

highly adaptable. Under the project, it has been used in dozens of different applications and
probably at a thousand events or so.

Over 900 people have been trained in this facilitation methodology and use is spreading
beyond the project. In one province, the police are using it - to sit down with citizen groups and
talk about law and order problems. Other people are using it in classroom-teaching, ete.
Pasticwlarly impressive uses include a massive S-year planning exercise in Bohol Province, where
the Governor and the Provincial Planning Officer said “We know we have to do this exercise, the
law says we have to, but let’s make it useful. Instead of having three people sit down at their
desks in the Provincial Planning Office, let’s get lots of people involved™. So, they organized a
broad participatory approach over 6 or 8 months, they got hundreds of people in the province
involved in the formulation of the 5-year plan. They now own that plan in the province of Bohol.
Eveiybedy kanows what the first, and the second, and the third priorities of that province are. And
they’re not frivelous priorities - the first priorily is “eco-cultural tourism”, the second is “agri-
business”. Everybedy in the province knows what the priorities are, and whai the plan is. And
they have bought it, they believe in it, and they are pursuing it.

Another use s in “Barangay Planning and Budgeting Excicises”, which are two-day
exercises. There is 1ot of talk about what are the main problems, challenges, opportunitics in the
last three quarters of the second day. They discuss, for instance, “next year in our budget, we have
700,000 pesos. What can we do against those problems and opportaanities with 700,000 pesos?”
I’s been done in 36 barangays in Lanau del Norle, 250 times in other provinces. 30 to 50 citizens
sitting together and saying “This is where we need (o go. This is what we should do with the
resources we have at hand”.

20,000 people have participated in workshops, dialogues and planning sessions across these
9 provinces and 2 cities. That means that a lot of citizens who were not there can leam about what
happened in those sessions, from their neighbor, from their nephew, from their sister, whatever.

Last point, separate point, about participation. There’s a lot of cost-sharing under the project.
We asked the local governments to put in half of the money for visits to olher provinces 10 se¢
whal’s going on. That’s also a very powerful mechanism of participation. If they don’t waal to do
something, they’re not going to put their money on the line to do those sorts of things. thank you
very miuch for listening. 1 look forward to further discussion. If you get a copy of my paper,

you'll find my e-mail address. If you want to continue the dialogua electronically, I'd be happy to
do so.
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Presentation 3 :
The Role of Development Assistance
in the Area of Decentralization

Mr.Robertson Work
Principal Technical Adviser
Management Development and
Governance Division,

Burcau for Development Policy, UNDP

Mr, WORK: 1 congratulate you on your discipline for being part of this discussion through the
afternoon. 1 think (hat it has been very rich and informative, 1 have leamed a geeat deal and |
thank my colleagues on the panel. I first want to thank officially the Japan International
Cooperation Agency and Ihe Institute for International Cooperation for inviting UNDP to this
event and for deciding to hold such an important event on such a critical topic as Local
Development. My remarks this afternoon will be first conceptual and then programmatic. Twanl
1o give you official UN policy, if 1 may do so.

I first want to talk about what is governance, what is good governance, what is decentralized
governance, and what is good decentralized governance. Then 1 will give & couple of
programmatic examples from the United Natioas for thai. This will be a voice of a multitateral
(fermerty an NGO voice but now a multilatecal voice) sharing with you this afternoon. 1 must first
say how impressed | was with what [ heard from China, Indonesia, and the Philippines - both
encouraged and impressed with the steps that have been taken with the trends that have been
identificd, with the analysis of constraints, and the proposals that are being put forward. I am
genuinely excited with what Pve heard, and 1 think we're alf speaking with onc voice. This is
what I find quite interesting, coming upon new celleagues, | find it’s as though we've been having
this conversation for years, and yet we'te just meeting. There is an emerging consensus in the
world and this is what 1 want to touch upon.

First of all, the times in which we live are both times of “break-through” and “break-down”.
The “break-throughs” are obvious - in science and technology, culture, communication. The
“breakdowns” likewise are obvious to all of us with widespread frustration, despondency and
unrest, pasticularly with the increasing gap between the rich and the poor. I want to highlight one
statistic. The income of the poorest 20% of the world’s people over tie last 30 years has declined
from 2.3% to 1.4%. This is 20% of the human beings on our planet, the poorest 20%. Whereas
the income of the richest 20% has risen over the last 30 years from 70% of the GDP of the planet,
of human sociely, to 85%. Do you see this yawning gull which is affecting all of us, whether we
find ourselves among the poor or the rich? It affects all of us in terms of our sense of justice, in

termis of our sense of what is right, or our sense of what it means to be a human being. So it is
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therefore increasingly recognized that the success of countries in achicving democratic and
cquitable socicties depends more (han ever on the ¢ffectivencss of govemance - practices in
solving development problems. The challenge is for every society to create its own unique style
and mode of governance.

This is becoming more and more imporiant to UNDP. In fact, we’ve just identified that over
30% of all of our resources are going o suppont good governance activities, Good governance is
governance which achicves sustainable and human development, development thal cradicates
povertly, promotes gender equality, regenerates the environment, and creates susiainable
livelihoods. This is what we mean by the goal of good governance. This developrient of
sustainable human development does not occur in a pelitical vacuum. The fundamental principles
of good governance are universal. Yhey include respect for human rights, particularly the rights
of women and children, respect for the rule of law, political openness, participation, and
tolerance, accountability, transparency, administrative and burcaucratic capacity and efficiency.
These are mutually reinforcing - they cannot stand alone-and we sce this consensus emerging
around our planet.

UNDP has defined governance as : (and this is with the approval of our Executive Board
which includes both developing countries and developed countries) The cxercise of ecoromic,
political and administrative authority in managing a country’s affairs at all levels, and the means
by which states promote social cohesion, integration, and cnsure the well-being of their
population. It embraces all methods used to distribute power and manage public resources and the
organizations and institulions that shape the parameters of government and the execution of
policies and stratcgies.

Governance then encompasses the mechanisms, processes, and institulions through which
citizens and groups articulate their interests, exercise their legal rights, meet their obligations, and
resolve their differences. Now, more and more, both the governments and internalional
communily as a whole, are recognizing that governance begins in communitics, villages and
towns, that local governance provides the foundation for the structure and concept of governance,
Evidence is increasingly demonstrating that decentralizing governance, from the center (o
regions, districts, local authorities, local communities, can be an effeclive means of achieving
critical objeclives of human development, such as access to services, credit, participation in
economic, social and political activities; assisting in developing people’s capacilies; and
enhancing government responsiveness. Local governance is about enabling people to participate
more directly in decision-making and about empowering those people previously excluded from
such processes,

While decentralizing governance is not an end in itself, it is often a means for creating more
open, responsive, and effective local government and enhancing representational systems for
comimunity-level decision-making. By allowing local communities and regional entities to

manage their owa affairs, angd through facilitating closer contact between central and local
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authorilics, effective systems of local governance enable responses to people’s needs and
prioritics to be heard, thereby ensuring that governmicnt interventions meet @ voriety of social
needs. The implementation of sustainable human development strategics is therefore increasingly
seen to require decentratized, local, participatory processes to tdentify and address priority
objectives for poverty cradication, sustainable livehihood, gender equality, and the regeneration of
the environment.

For this reason, decentralizing governance is one of the priorities identified in UNDP’s
Policy on Goverance, which was arrived at through a series of global workshops and the advice
of academics and representatives from around the world, as well as NGOs and central and local
government oflicials, We use the term “decentralizing governance” rather than “deceniralization”
because deceniralization often means “decentralization of the public sector™ anly, bat we are
looking at all of the actors such as the state, civil society and the private scctor and the inter-
relationships of all of these actors. This is what we mean by “decentralized governance”. The
systemiic and harmonious inter-relationship which balances powers and responsibilitics between
all the actors. We have just analyzed our programs in our 136 country offices working in 185
countries, and over 60% have support for decentralized govemance activities at the request of
member states, such as Uganda,

Decentralized governance can lead to a closer contact belween government officials, local
communities and NGOs, and community groups. It is increasingly recognized that improved local
governance will require not only strengthened governments but also the invelvement of the other
actors of civil society and of the private sector. And that this is onc of the main statements in our
policy on governance, that these are the threc domains of governance. It’s not enough for
government to govern, but how do we all gavern? We all must be governors, we all must govera
our socicties in whatever capacity or role. Therefore, in recent ycars, pressurcs for governments
to reduce, reorient, and reconfigure are coming from many sowrces. The nature and role of
today’s state is becoming increasingly focused on responsibility for the delivery of public scrvices
and the establishment and management of an enabling cnvironment for development at the
intemational, national, and local levels.

The private sector is demanding more from the state, a more conducive markel environiuent,
a more effective balance between the state and the market. Governments are beginning 1o see the
private seclor as a pariner, not as an cnemy of the state, but as a partner to achieve better scivice
delivery, to provide jobs, Lo create wealth, to increase productivity and economic growth. And
finally, civil sociely wants increased accountability and responsiveness from both central and
local governments, and therefore, has a critical role to play in generating cultural, economic and
social participation. We are finding in our analysis that robust civil society is a critical ingredient
of a healthy and cquitable nation. Civil society organizations arc increasingly being seen by
governmenis not as anti-government, but as non-govermment and as a complimenting force, just

as governments are seeing the private sector as a complimenting force.
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So the clear message i3 that governments cannot act alone. They can be more effective in
pactneship. Aand the theme of partaership came through all of the UN conferences in the 1990s
front the Children’s Summit, the Uarth Summit, the Women’s Sumnait, and then finally in Istanbul
with the Habitat H. Partnership is the theme of the 21st century which we have heard from our
colleagues again and again this afterscon. So this is being acknowledged by the international
comnsnity, by academics, by central government, by the private sector.

Finally, 1 want to share with you a couple of glebal programs. Most of the UNDP’s programs
ate at the country-fevel. 85% of our stafl are al the country-level. We arc a very decentralized
organization. Qur restdent representatives have authority up to $20M to approve any program.
Most of our programs are at that level, but we have a few at the regional leve! and global level. 1
want to share with you a couple of the programs at the global level. The first is the Local
Initiative Facility for the Urban Buavironment, The Local Initiadive Facility for the Urban
Environment - the acroaym is LIFE. The LIFE Program is a pioncering program for UNDP, You
mentioned the need for reform of multilateral organizations, Dr. Suzuki. This program is an
example of the kind of reform we are envisioning. This program is decentralized to the pitol
country. There are three pilot countries 0 Asia, three in Africa, three in Latin America, two in
Arab States and one in the CIS. In these pilot countrics, each country has a national coordinator, a
national Selection Committee, and is kicked off by a National Consultation of all the actors
coming together - central government, local gavernment, private sector, NGOs and grass-roo
organizations. In this prograni, we begin with the macio-level, and move to the micro-level, and
then return to the macro-level. We begin with the national strategy, we then test this in micro-
policy experintents in the stums and squalter settlements in improving water sanitation, solid and
liquid waste management, cnvironmental health, and environmental education ia the low income
settlements, and then take the lessons from the micro-fevel and bring them back up to the macro-
level, to the city level, to the provincial, to the national and cven international. We are leaning
from the bottom up. We are learning from what works at the local level, bringing that up to
change policy at the macro-level. ‘This program is a program that we’re rather excited aboul. I've
had the privilege of coordinating this program in Us first 5 years, It now has a new coordinator,
But this program is something we're watching very closely and which is influencing our other
programming.

The other program 1 waat (0 touch on is the Decentratized Governance Program. This is a
new program we've launched with some of our bilateral pariners. This is a program of global
advocacy of decentralized governance. It's a program of leamning about decentralized governance.
It is managed by our Management Development ard Governance Division in New York, which
serves as a global laboratory to test innovative approaches and methodologics, to articulate new
policies, to cross-fertilize best practices, and to provide leaming based on counlry expericnces
and to disseminate that learning widely at the global level. The program’s core development

objective is to contribute to the knowledge and leaming process of UNDP governments and other
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donors on how the capacities for good governance of the various actors - public, private and civil-
at the appropriate levels - national, provincial, district, municipal, or community - can be
strengthened in the arcas of policy formulation, resource management, and scrvice dehivery in
order to achieve poverty cradication and other goals of sustainable human development.

The Program has initiated a number of activities. The first aims (o directly contribute to the
process of knowledge generation. In this area, a comprehensive two-year rescarch program has
been launched in coltaboration with the Massachusetts Institute of Technology, and ten national
research institutes in Asia, Africa, Latin America, Arab States and Eastern Europe, and a number
of experis in the ficld of decentralization. This rescarch program addresses the issue that, as morc
and more governments in the developing world look to decentralization as a mechanism for
improving their efliciency and effectiveness, it is becoming increasingly necessary to address the
serious gap that exists in our understanding of these various dimensions and complexities. We're
dealing with an extremely complex phenomenon, from the maceo-level of constitutional reform (o
village development, and we call it all decentralization. We're dealing with a phenomenon that
we must take apart in order to put back together, to learn what are the approaches, the
methodologies, the techniques that are applicable in different conditions. What are the variables
that are intervening, and what can enbance the effectiveness of decentralization? Each of the ten
countries is doing a case study to analyze the primary variables of decentralized service delivery
to improve the tives of the poor; intervening variables of participation and partnership; and
tertiary variables of the macro-environment of decentralization in good governance. These are the
three sets of variables that we’re studying.

A second aclivity (and this is my conclusion) is a series of in depth couniry assessments.
Here, we will be documenting, analyzing, synthesizing and disscminating experience in
decentralization of a small st of countries - one in Africa, one in Asia, one in Latin America
including the role that donors have played, as in the expericnce of USAID in the Philippines.
How donors can be more effective, more helpful, more of a servant force in this delicate area of
decentralized governance. So we want to study not only UNDP’s interventions but bilateral
interventions. In this regard, we are holding a mecting in Stockholm in May, and we want to
invite our colleagues from JICA 1o participate in that to begin to look at what we can Iearn and
share together.

In concluston, the work of the international communily in supporting the strengthening of
decentralized governance processes has only begun and we have a lot to leam. Deceatralization is
not a panacea for all ills; it is not a quick-fix. [t is a very delicate instrument that we must use
carefully. Much has stifl to be learned with regard to the impact, particularly on the poor and on
wonien. 1 was in a consultation in Rome last year, in FAO, and cne of the speakers said
“Deceniralization does not necessarily help the poor, does not necessarily help gender equality”.
Then that is the wrong kind of decentralization. How do we design decentralized governance that

does improve the lives of the poor, that does improve the role of women in development? We do
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know that only through decentralization opportunitics will arise for people to paiticipale more
{utly, more dirceily, and take responsibility for the decisions that affect their lives. And this

challenge is worth tackling. Thank you very much.
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Moderator : Ve Yuji Suzuki

D Yoshio Kawamura

Moderator(Dr. SUZUKI:  We will be very happy to open the floor now. Could you raise your hands,

please?

Participant: My name is Etoh and 1 am working for JICA. Mr. Kojima’s presentation was very
interesting for me because 1 just joined JICA only onc month ago. Anrd I'm not very aware of
JICA’s contribution and activities. I bave been working 30 years in the field. T have just come
back to Japan, so this is really my {irst chance to pariicipate in this sort of seminar o1 symposivm.
1 think it has been very valuable and very interesting. Particularly the role of ODA in Mr,
Kojima’s presentation, you said that JICA was involved in the political aspect in rural
development, This was a big dilemma for the people working in the ficld. Always we understand
we have to do semething, but always we ate confronted with political issucs, Always it is a taboo
for us to intervene or get involved in political issues. | wonder if HCA has ever been involved in
this sort of political issue or aspect. I so, can you highlight a bit more with precedents, or actual

cases that JICA has conducted. Thanks very much.

Participant:  Thank you. My nanie is Sowadi and I'm the Charge-d’Affaires of Kenya. | think
1 just want to make a comment, a follow-up comment on the question which was raised by the
Ambassador of Burkina Faso, regarding the role of NGOs. | think | appreciated the answer which
was given to him, particulady by Prof. Suzuki, which I agree with, that there has been a big
tendency particularly in the developing countrics to view NGOs not in a very positive way. But at
the same time, I think that consensus is developing, not jusi in government but at least the
international community, that NGOs and civil organization groups have a vital role to play as
patiners in development with the government, In my previous capacity as legal advisor of the
Foreign Minister of Kenya, 1 played a role in formulating legislation that was to govern NGOs,
and when we first had that legislation, which is called “non-governmental organizations
coordination”, there was an uproar among both local and particularly international NGOs that
came, that thought that the purpose of that legislation was (o control them. But what we wanted
was to address precisely the guestion that the Ambassador of Burkina Faso raised. To coordinate
the aclivities and to ensure that their systems to local organizations or regional groups are
equitably distributed. The question I want to ask is this. Of course, we arc seeing increasingly a
diminishing role of governmem in development. And the private sectors, the NGOs, the civil
society, and the people themselves are expected to play a much more enhanced role than

governmenl. There’s a consensus, and there’s a lot of sense in that. But at the same time don’t you
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sce a problem particularly in regions or in countrics where goveramenis or democracy or national
systems are not so well developed as yet to be in a position to accommodate some of these
pressures? Mavbe as a result of that, you sce, not necessarily conflict, but some compeiition
between the government and the NGOs, particularly in their roles. Because there’s a teadency
now to think that even all ODA, all assistance, should be directed not 1o government but to
NGOs. What's your comment on that? This is being directed more 1o the UNDP persen but any
of you can respond (o this. Paticularly, in a situation where foreign dircct investment and so en is
not fosthcoming in Africa, what is the role of government vis-a-vis the NGOs? This is the

question I'm asking. Thank you.

Participant: My name is Minoru Quchi from the Yachiyo International University. I really appreciate

all the presentators and clearly those issues are of importance teday. However, one thing is not
clear in my mind yet. That is, what are the new perspectives on development assistance? What is
the new rele of the government in locat development or poverly alleviation or wiatever? Well, in
my mind, except for Mr. Work's and Mr. Calavan’s Presenlations, some reference in terms of
participation was not so stressed. My way of looking at this is that some paradigm should be
shifted. Not only the delivery side of the scrvices. But also, the logics of the receiving end should
be much stressed. OF course you have stressed by saying “participation”, but what makes a
participation really effective or sustainable in terms of implementing policies and having good
results and so on? My way of looking at the role of government is rather limited. Neither the
government intervention nor the markel intervention method is sufficient. The society’s or
communities’ participation should be stressed. A three triangle paradigm must be discussed.
There are five dimensions T think. First, we have discussed logics of the policies or logic of the
programs - how consistent il is in order to achieve certain goals. Second, there must be a very
strong palitical commitment to implement the policy. Third, the capability of implementing
agencies, which include organizational issues, personnel issues, budget allocations and rapport
with the clients. And fourthly, there comes a sustainable participation by the potential
beneficiaries, the people. And finally, the policy environment. Today, some conceptual framework
was mientioned. But what is not so clear in my mind is about what makes a people’s participation

really sustainable. What factors are important vis-a-vis the role of the gevernment. Thank you.

Participani: 'Thank you. My name is Tokobando, I just may be able to shed a tittle light on the question
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that just preceded, if you would give me a chance to make two points. The first is on the role of
multitateral institutions in development, and 1 think Malawi has one example which may be
useful. We've heard from Indenesia, China, and the Phitippines. Malawi has one example which
is the World Bank project called “Malawi Social Action Fund”, MASAF, In this project, the
World Bank provides the inilial planning and the overall funding. They've put in a funding pool,

but the in-country implementation is all handled by Malawians, all staff are Malawians. And the
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rural project implementation is all handled by geass-roots people within those villages, almost
entircly. In fact, absolutely entirely. The government's role is restricted to providing the financing
and collecting receipts and accountability, and providing technical oversight. If it is for a bridge-
project, the government provide technicians just to revicw. And this is the nost successful, or
rather, one of the most successful projects in the country. In the twa years that it has been in
place, there have been tangible resulis all over the country, and the demonstration effect is
working and people are getting to own the projects. Mere and more people are signing up o
participate, and that makes it more sustainable, But the position of the government on this project
is the same as its position on civil society's involvement in devetopment, which is that the
government wants to do everything it can do to cncourage participation of civil society. It
provides funding from government public resources for independent NGOs (0 1ake place. It
invites them for consultation and planning on the understanding that if they are involved in the
planning stage, then they will also share the responsibility or the blame for the success or failure
of any subsequent projects. Whereas if they are isolated from the planning stage, then that
encourages a more adversarial role. I thought that F'd just throw that in just to get some reaction.
Thanks.

Participant:  Thank you very much for giving me a chance. My name is Addis from the Ethiopian
Embassy. I listened to various presentations this afternoon with great interest. But I was struck by
the very idea advanced by Dr. Calavan with the idea of working with the best. It may be a very
important idea, but how do we visualize or what will be the clear yardstick? At the end of the day
we may decide “this region is the best and that is the poorer one”. 1f we have to continue working
wilh the best we may even exasperate the dispasities existing between seveal regions which is a
fact in many developing countries. If a certain region is the best from various reasons, they may
be in a position to articelate their cases and even convince donors, and other actors to give
emphasis on their area. So at the end of the day, other local regions may be marginalized. You
know, the existence of inequitable distribution of resources will bring definitely unbalanced
development, which will incvitably bring social resentments. So, this idea of “working with the
best” should be given very serious attention. 1'd like to fusther hear what Dr. Calavan would say

on this. Thank you.

Participant: My name is Kanda from JICA. Maybe my question is not directly related to this issue, but
Mr. Kojima explained some of the activities undertaken by JICA, and from my own experience, [
can say that regarding the local development, there is a program which JICA is really underiaking
for the tocal development and 1 would like to introduce that program (o you. This was started
about ten years ago, and this is a program to invite young people from developing couniries,
particularly young men and women in their 20s. We invite them for a stay of about ong month in

Jap'an.. Fach time, about 25 people are invited. All in all, it’s about 1,200 people per year. And
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during their one month stay, they spend half of the time studying about (he mechanisms of the
central government, or the national level industries, but the remaining 15 days, they will select a
prefecture to go to and they will stay in ene municipality or village. They will be the host. And
there, in that lecality, they will have opportunitics to micet with the Japanese young people, and
while doing that they begin to leamn what sort of mechanisms the Japanese lacalities have: their
political system, economic system and so forth. Prof. Moramatsu said in his presentation that ever
since the Meciji Restoration, there has been emphasis in developing the local system here in Japan.
And they will be studying that - not from theorclical perspectives or from textbooks, but they will
actually go to those localitics and they will familiarize themsclves through direet contact about
those local mechanisms. Now, 1 have a question, and this question is directed to Mayor Gaicia
from Ccbu. Bach region, or locality, has its own traditional governance, and Mayor Garcia
mientiongd in his presentation that in Cebu, even before that new Local Government Code in the
Philippines, you already had a local governance (o an extent. Cebu has had those experiences in
the past with local governance. Now when you have this new Local Government Code, what
happens to the old local governance that you had in the past. Is it being utilized within the new

legal framework or new systems?

Participant: My name is Ota. Mr.Kojima from JICA mentioned in his presentation about the role of

ODA or about some of the projects being undestaken by JICA. His report cited some of those
cases and [ have a question about that. Now, when using ODA, what sorl of long-term vision docs
JICA have? Each country is unique in ifs circumstances, their culture and history are also
different. To these individual countries, well, in what mode do you try to coopcrate with these
countries with different cultural backgrounds? Well, HCA is a national-level organization and |
believe therefore that there is a strategic vision concerning what Japan, for example, wants to do
in this field. The purpose of the symposium this time is the development of the locality, or the
local development, and the role of government and the new perspectives on development
assistance. So, perhaps you have a long-term vision or long-term project in mind - projects that
will go, for example, for 5 years or even more. So what is JICA’s vision? That is what [ want to
learn from you. Since JICA is involved in so many activities, dispatching so many experts
OVersCas, Feceiving so many irainees and visitors. Well, this is all for what purpose? How would

you like to use those experiences for your future activities?

Participant: My name is Kiminami from Ryukoku University. When we tatk about such local refations,
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I would like to know what is the definition of “{ocal” we're considering, because there are
difterent levels of “local”. For example, in China we have the province, county and the villages,
so when we talk about decentralization, 1 think that the situations will be quite diffcrent
depeading on the different levels and it's quite different from country to country. | don’t know

which person would like to answer my question, but I hope thal the presentation from UNDP can
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answer my question.

Participant:  1'd like to post a question to Mr. Alvin Garcia. Sceing that Mr. Garcia is the only City
Mayor, or the head of the local government to be invited to give a prescntation in this conference,
we could sce that JICA considers that the experience in Cebu is very impostant. 1 weuld like to
have further information on what happened in Cebu and what are the characteristics of Cebu’s
success. What are the remarkable parts? And the second question is: to what extent can we
consider the government’s role as an important factor? Mr. Garcia mentioned that the local
government’s ability 1o take advantage of the new Code was what he factored to Cebu’s success.
’d like to ask, could there be other factors? Mr. Robeitson Work from UNDP mentioned the
inter-relation between three factors. [ think there’s a little gap between the two presentations, so if

1 could have a few more waords on that topic, I'd be very grateful.

Participant: My name is Alfred Nakatsuma, I'm a Mansfield fellow. I'd like to direct my question (0
Dr. Pangabbean from Indonesia. If I do understand correctly, the allocation of resowrces (o the
regions can/may, perhaps is being used as a tool, actually, to strengthen central government
control over the provinces. I would like to ask if that is in fact reality, and if it is true then what

can regional governments do to counteract that? Thank you.

Participant: Thank you Mr. Chairman. My name is Antonio Fernandez. 1 work for the United Nations’
Center for Regional Development. I would like to raise one issue conceming local development. I
believe that in many countries, particularly in Asia, which are considered “tiger economies”, or
quite fast-developing countries like China, a lot of the industrial development has been rather
keen from the top, meaning from the central government. Whether this is a weakness or not, is
something I think we have to answer, because at the present time, I believe that there has been a
rise in the involvement of local authoritics in industrial planning, for example - say the ciling of
industrial zones, or special economic zones. | would Jike to particularly ask the participant from
China how he feels about this - the participation of local government in the Planning for

Industrics.

Moderator (Dr. SUZUKI):  We have around thirty minutes and 1 would like to give equal opportunity
for every panclist 1o respond, either direcily to the question raised or those questions indirectly
raised. 1 will invite Mr. Kojima first to sum up and answer questions in four minules, please,

Mr.Kojima.
Mr. KOJIMA: Thank you very much for the very interesting questions. And I understand the gist of the
questions and 1 think those questions are all refevant. if I am to find one answer to all these

questions, if T am to give a panacea for all the issues, well, you will never find a panacea. You
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will have to approach the issucs from various perspectives, and whatever you do, will have to suit
the circumstances of the recipient, or the host cowntrics. Your cooperation has to suit the local
envitonment. As many people have pointed out, depending on the country, the government has
different systerus, and the degeee of local avtonomy is also different. And, we have to take those
differences into consideration, and whatever cooperation we render will have to take into account
those differences. § have been asked two or three questions and 1 will start with answers for easier
questions. Now, 1 have raised the point that there is the political and administrative point in local
development and the role of government, but 1 tend to place emphasis on the administrative
aspect. If [ had the time, Fd love 1o tell you something ahout the courses we offer, but there is a
training course specializing on local administration. As for the political dimension, it’s not really
directly politics, but we have given a course to people from El Salvador about democracy when
they came here, Also, if we have received such requests, we will be also formulating courses and
study groups for specific topics like democracy and so forih.

As for 1ICA’s long-term vision - I have already spent three minutes so § enly have onc
minute to answer this question - but if [ am to speak about JICA’s long-term vision in one minute,
that would be practically impossible. Though JICA in the future will take into consideration each
conntry’s historical, cultural, political and econoniic background, and we will be sort of using
approaches couniry-by-country, or the region-by-region approach. And this is not something that
you can do overnight, but we would like to sort of shift our approach so that our approach will be

really tailored to the needs and circumstances of cach locality or region.

Mr. WORK:  ‘Phis question of a paradigm shifi - 1 think this is critical. I think we must look at the
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convergence of three concepls: empowerment, participation, and parinership. “Empowerment”
has to do with concern with the self-reliance, the seif-confidence, the vibrancy of the individual,
the local community, the local organization, in a sustainable maaner. “Participation” is the
appropriate level of, and degree of, involvement of the local actor. And “Partnership” is coming
together in collaboration with other actors. So, there’s a paradigm shift that includes
empowennent, participation and parinership. Conceming the issue of actors, 1 think that if we
look at a governance model with government, civil society and private sector, for example, as the
actors, then we mwust see each has strengths and each has weaknesses. We must identify the
strength of each and the weakness of each, and then look at the complimentarity and how the
different actors can work togeiher to achieve common ends, sociclal ends. We know there is a lot
of mistrust amongst the actors, therefore the challenge is to go beyond mistrust o cooperation,
and finally beyond cooperation to alliance. This is a long conversation we will have to have later.
And then the issue of what is “local”. It depends on where yeu're standing, docsa’t it? 1€
you're looking from the perspective of the solar system, planet earth is local. If you're looking
from the perspective of the Unites Nations, a nation is local. If you're looking from the

perspective of a capital of a country, any sub-national entity is “local”. My bias is to look at the
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ground-level of local community - villages, slums, neighbarhoods - this is where people tive their
lives, where familics live, where people go to school and have jobs. So 1 think we must finally

pull it down to that most fundamental issue of locality.

Dr. CALAVAN:  I'm impressed by the possibility of going on for about two days on the basis of these
questions. On the issue of the role of central government vis-a-vis NGOs, 1 would assert that it
may be necessary, may be appropriate o accepl a certain amount of inefficicncy, duplication,
anarchy (if we so want to label it) in order to gain on such things as entreprencurship, pluralism,
healthy competition of ideas, in effect establishing a well-spring of sustained growth and change,
Bui there are also some other answers. In the Philippines, the ceniral government has said “We're
going to assign sorme of that coordinating responsibility to the tocal governments”, and recently,
even as we speak, they're looking at an experiment of saying “Let’s let the NGOs accept a lot of
the responsibility for that kind of coordinatien and collaboration and even spreading of
resources’,

On the subject of “working with the best”. Yes, there is a possibility that working with the
best will exacerbate disparitics. And it seems to me implicitly that looking at Japan’s long-term
strategy, we need 10 look at a kind of genuine local autonomy plus off-sctiing resources [rom the
center o deal with incquity to some degree. But we also have to be careful to not reward
communities and local governments for long-term imeptitude, for not using those cential
resources very well. We have to think about that - that’s a challenge to which we don’t yet have
an answer. But there’s another aspect lo this that [ didn’t bring out very well. This “working with
the best” and having some communitics, some local governments, forge ahcad may bring
resentment, but we hope it will alse bring emulation. I€'s very important to move away from the
assumption that the answers for a municipality in the Philippines are going to be delivered by
some expert from Paris or New York. Probably most of the answers for efl fective local governance
in the Philippines can be learned from other local govemments in the Philippines, and that’s very
much the model we are working with now.

On the subject of “ligerdom™ 1 heard a very interesting comment from a Governor, that we
work with very closely. She was commenting on the currenl cconomic upsels and Ei Nino,
saying, “Thank goodness we have a decentralized Philippines. We don’t have all the answers 10
these problems, bul at least we can listen 1o people - we can come up with partial solutions and
we can have a sense of doing something about these problems at a level that makes a difference.”
And probably that’s been a very positive thing in the Philippines.

Where do we stand on politics? We have to embrace politics while being very careful not to
get involved in partisan politics, by supporting particular parties, pasticular candidates elc. iU's a
fine line we have to walk everyday. I'll underline what Rob Work said. At the bottom of the locai
system, the lowest level of “local”, ci!izéns should be able te get their hands on the systems some

way. If they’re rot sitting in all the councils and all the discussions, there ought to be somebody
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that they can approach face-to-face and have some input into that dialogue, whether it's an clecied
barangay representative or whatever. That means a lot of levels in very big countrics, It’s
sonicthing that we're looking at in many ways, in many places in the Unites States. Some of our
big cities are just too big. That personal pait has been lost, and there’s a lot of experimentation

with neighbothood councils and so on to make our system “real” again,

Hon. MAYOR GARCIA:  I'd like to respond to the two questions. They are really very difficuli
questions. First of all, “What happens to the old when the new systein is in place?” Under our
laws, the new system totally supplants the old, but there are (wo things that T would like to
discuss, Flrst, when the new law, or new system, is crafted it always takes into consideration what
the old was, and so that structure actually remains. Secondly, because we were used to a tradition
of decentralization, we adapted vevy quickly to the new decentralization law. We were able 1o
enact the ordinances that taxed our people with the powers given by the new Local Government
Code.

On the success of Cebu, is it due to the role of government, or what arc other factors? It's
wally very difficult to say. There are extrancous factors - there is luck and a lot of hard work,
Concerning exirancous faciors, Cebu is centrally located in the Philippines and has a good port,
int effecy, even before the new Local Government Code, we were a progressive city. Cebu is also
far away from the capital in Manila and we cannot always depcend on them, so that we had a very
big “can-do” spirii, that we can do things even without waiting for grants from Manila, The last
part is partly because the last opponent of President Marcos who ruled the Phifippines for 20
years caune from our city, so President Marcos never gave anything to us, so we just had to do it
ourselves. Whatever we can do, we do it. And so when Cory Aquino was finally elected, we were
in a position to take advantage of whatever there was, We also thank the interational donors
because they saw that there was sontething in our city, and that their programs can woik there.
And we never disappoinied anybody from OECE or JICA.,

Very litte on the question from the gentteman here with regards to the participation and how
it is sustainable, From my own experience, T think there are two things that make it sustainable.
Ong is that when they participate, they know that they are not a sounding board. They know that
they participate in policy. They know that they can make a difference. If you put up a Board that
does not have any powers, you are not £oing to get a sustainable participation. Second, maybe
everybody has a sense of loyalty to your cilty, a sense of patriotism to your country, and you help

it because you know that you can make a difference to improve it.

Dr. PANGABBEAN:  Thank you for this difficult question. In order to answer as to whether the current
financial system does strengthen the central domination over sub-national governments, 1 have to
answer that from an academic standpoint. Let me refer back to the very principle of central-local

relationship. Intergovernmental relations especially deal with the issue of balance between
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resource and power. The more resources accrue to central government, the more power the central
government has over lower governments, Based on that, { can say, yes. In this kind of system we
have in Indonesia, central domination over the local authoritics is being strengthened. Because of
that, in order to move towards decenlralization, one has to put enough evidence in favor of
decentratization, and against centralization. That's actually what 1ricd to do.

At this stage, ¥ think, there is nothing that local governments can do because most of their
resources are derived from central government, But for the central governments (o give fiscal
resources to the local authorities would be quite dangerous, simply because of the no-accountable
character of local governments, So, if we just provide some more fiscal resources to focal
authotitics without installing a corresponding mechanism to ensure that public money is being
handled correctly, then it would be wrong. So, once we discuss this issuc of providing some fiscal
resources, we need to strengthen the existing level of accountability, and so on and so forth. 1

think I can only answer to that extent. Thank you.

Dr. YAQ:  As to the question on how localities support industrialization in China. If you got a draft of
my presentation for the symposium, you could find part of the answer. In China, local
govermment has a responsibility of developing the local industries because these are the main
source of the local revenues, so localitics are very inlerested in constructing their owa enterprises.
State enterprises in China consist of two paris. One is run by central governments, the other is run
by different local governments, such as cities, countics and viltage-levels. In general, most of the
large and medium-sized enterprises are constructed and owned by the central governments.
Medium and small-sized enterprises are run by local governments. So, 1 think local governments
in China have played an increasing role in industrialization in China. If you are interested in this

issue, we can {3k later in more detail. Thank you.

Dr. MURAMATSU:  What 1 would like to take up is the question raised by Ms. Kiminami of Ryukoku
University. Her question concerns how we define the unit of tocality and the levels of
governments. | would like to give my views on this Deceniralization, as 1 said in my presentation,
is often discussed as a constitulional issue - the rights delegated from the central government to
the local government. But even within the central government, the division of power is a difficuls
matter, But when you try to delegate this power to local government, it's going to be even more
difficult. When we talk about locality, what is the level? What is “local™? § think depending on the
country, what is meant by “local” is perhaps quite differeni. And when we talk aboult
decentralization, are we talking about the cconomic issues or political issues? There again, the
definition of “locality” becomes very importanl, particularly when we try to approach it from the
political perspectives. And unlike countrics with a western tradition, I think when we talk about
locality, it’s more like municipalitics. Also the concept of “owneiship”™ - that ownership as a

concept that can take roots only at the level of municipalities, not in farger eatitics. But when you
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think about economic development, well, you nced water, power, electricity, labor, technology
and so forth for economic development. And when it comes to that, you have to think about it in a
barger scope. Political development and economic developmient are very closely related, but when
you think about the minimum unit for that, I think the unit, or levels, may be quite different, FFrom
Japan’s own experience of the post-war period, during the period of cconomic development, |
said the local regions developed very much because it was part of the government policy to
develop localities at the time of high cconomic growth. The Mayor from Cebu mentioned the
Project Devetopment Office. Well, the Japanese national government actually vnderteok that
work of installing those project development offices. But at (hat time, the 47 prefectures were the
unit that they had in mind, and about 35 or 40 prefectures at that time applicd that program
offercd by the government. But what is supporting those prefectural efforts are really the politicat
activities at the municipal tevels. So when you try to define “locatities” or “local”, it’s a difficult
thing te do. And defining the relationship between economic and political developments is also
difficult. I'm sorry - perhaps I’'m not answering your question directly, but these are my

comments.
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