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Decentralization and Popular Democracy: Governance
from Below in Bolivia. By Jean-Paul Faguet.
(The University of Michigan Press, 2012.)

We are witnessing a worldwide trend towards decen-

tralization. But why would a country sincerely under-
take local decentralization, as Faguet argues Bolivia

did in 1994? Devolving power is not usually in the

interest of the central government. Bolivia had been
a centralized country since the National Revolution

of 1952, so there were no competing regional govern-

ments the central government could weaken by under-
taking local decentralization. The World Bank reformers

in Bolivia, and Faguet was one of them, did not even

realize decentralization was imminent; so international
pressure did not do it either. Faguet argues that former

President Gonzalo Sánchez de Losada, who thought

decentralization could bring economic growth, was
able to convince other leaders of the ruling Revolu-

tionary Nationalist Movement (MNR) that decentral-

ization would recover the loyalty of rural voters.
Because privatization caught the public eye as the most

relevant process at the time, the MNR was able to pass
and implement the 1994 Law of Popular Participation

(LPP) in just six months. Of the 300 municipalities,

200 were created by the reform, and the preexisting
100 increased their budgets by orders of magnitude.

This ‘‘decentralization shock’’ transferred powers
to municipalities along with the responsibility to pro-

vide public services in education, health, water and

sanitation, irrigation, roads, sports, and culture. The
transfers were allocated on a simple per capita basis,

which favored the rural and politically marginalized
towns. This per capita criterion and the fast nation-

wide implementation allows Faguet to examine var-

iation in local government (LG) responsiveness (does
expenditure allocation respond to local needs?) and

accountability in response to a uniform decentraliza-

tion shock. Chapters 2 and 3 explain this variation
qualitatively by examining two extreme cases: Viacha,

a municipality close to La Paz where decentralization
initially increased the existing problems of corruption

and inefficiency; and Charagua, a rural municipality

where decentralization quickly improved the quality
of public services thanks to responsive local politicians.

Chapter 4 uses econometric models to show that the
qualitative insights generalize across municipalities.

Faguet finds that the main proximate causes for
the initial variation in LG responsiveness and ac-
countability are the quality of the municipal councils
at the time of decentralization and the quality of the
newly created local oversight committees (OCs),
a legal provision of the LPP. While municipal
councils are democratically elected, OCs are ‘‘com-
posed of representatives from local, grassroots
groups’’ (17). They provide an answer to Juvenal’s
Quis custodiet ipsos custodes? (Who will guard the
guardians?) because OCs have strong monitoring
power and can halt corrupt projects. Hence, since
1994, it takes two to govern Bolivian municipalities.
The less proximate causes of variation in LG re-
sponsiveness and accountability are what Faguet
calls ‘‘deeper determinants of local governance’’;
mainly the private sector and community organiza-
tions (read social capital).

The 15 years of research in Bolivia let the author go
beyond a cross-section and explain LG variation in
responsiveness, accountability, and public service ex-
penditures over time. Methodologically, he blends the
‘‘thick description’’ of the Viacha and Charagua case
studies and dozens of interviews (qualitative evidence)
with an original nation-wide dataset that includes
socioeconomic variables, individual data from two
censuses, and local investment expenditures by
municipality broken down by public policy sector
(quantitative evidence). The two case studies are not
really picked according to Mill’s direct method of
agreement but are rather politico-ethnographic explora-
tions of how two very different municipal environments
react and adapt to the same decentralization shock. The
dataset allows Faguet to quantitatively answer questions
such as: is LG investment in education responsive to the
local literacy rate?

The main findings of the book thus emanate
from the combination of qualitative insights with
quantitative results. First, decentralization shifted public
spending ‘‘from economic production to human capital
formation and primary social services,’’ such as building
schools (273). Second, this shift was mostly driven by
small, rural and poorer municipalities whose citizens
lacked basic primary services. The third finding points
to temporal variation in resource allocation: as LGs
gained experience and skills, they devoted a higher
share of the budget to roads, health clinics, and
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sewerage systems, among others. In essence, LGs
focused first on visible and electorally profitable projects.
As demand for such goods was satisfied and popular
confidence in LGs higher, resources were redirected
towards more expensive and more technically compli-
cated projects. Faguet concludes the extent to which
this temporal variation in budget allocation matches
local need depends on the ‘‘openness and competition
in local politics. The quality of municipal politics, in
turn, emerges endogenously as the joint product of the
lobbying and political engagement of its firms and civil
society’’ (218).

Does the hopeful message emerging from the
Bolivian experience travel to other decentralizing
countries? A reader of Decentralization and Popular
Democracy may conclude decentralization can succeed
even in a developing country whenever the following
conditions are simultaneously satisfied: (1) transfers are
allocated to each municipality on a neutral (e.g., per
capita) basis; (2) the LG is independent of the central
government in those policy areas that have been de-
volved, (3) an oversight committee monitors and col-
laborates with the popularly elected municipal council;
and (4) local politics are democratic. It is no coin-
cidence I have hitherto omitted Faguet’s definition of
decentralization: ‘‘the devolution by the central gov-
ernment of specific functions, with all the administra-
tive, political, and economic attributes that these entail
[read (1)], to democratic local governments [read (4)]
that are independent of the center [read (2)] within
a legally delimited geographic and functional domain’’
(196).

As Faguet indicates, his definition has the clear
advantage of restricting the attention to cases where
the incentives are well-defined, where after decen-
tralization, a local politician is not responding to the
central government but instead needs to be account-

able to his constituents if he is to gain reelection.
Unfortunately, most decentralizing processes in
developing countries fail to satisfy his definition.
Consider the much discussed Ugandan decentral-
ization, where (1) transfers to districts are often
politically motivated; (2) a resident district com-
missioner appointed by the President curtails the
independence of the district politicians; (3) there is
no oversight committee; and (4) local politics is only
semidemocratic. While Ugandan ‘‘decentralization’’
has recently been criticized, it is nonetheless a pro-
cess where power in some areas has been indeed
devolved to district governments. Faguet’s restric-
tive definition implies another name should be used
for most of these devolutions of power, especially in
sub-Saharan Africa. The author could have dedicated
a few pages to justify how these processes should be
renamed and why. And since there is a useful and
concise review of the decentralization literature in
chapter 5, discussing the definition’s limits in a com-
parative perspective would have broadened the scope
of the book.

Potentially limited external validity, however, does
not reduce the high intrinsic value of the book. In fact,
it compellingly suggests that the Bolivian ‘‘decentral-
ization shock’’ could be a model for other developing
countries with weak institutions. Finally, those in-
terested in current affairs can read Bolivia’s decen-
tralization success in strengthening social capital
and local democracy as a necessary condition for the
rise of Evo Morales and his Movement for Socialism.
By empowering local communities, decentralization
allowed the previously silent majority to organize
from the ground up.
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