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If decentralization of power to local levels was one of the dominant themes in the development policy literature during the decade of the 1990s, it is the case that accountability is now at least as popular a topic.  Policy issues such as democratization, governance, corruption, transparency, and participation are all currently popular topics in the literature with a component of or linked to “accountability.”  While much of that literature is devoted to the accountability of central governments, the topic is equally relevant at the sub-national level where most public services are provided.  Local level accountability is, in turn, intimately tied to the issue of decentralization.

The purpose of this paper is to review what is currently known about the issue of local accountability within the context of a decentralized governance system.  

Although decentralization can take on a variety of forms, including deconcentration, delegation, privatization, and devolution, the form focuses on here is devolution of authority to autonomous local governments.  As reviewed below, the normative theoretical literature regarding devolution suggests that such arrangements can lead to significant welfare gains; however, that same literature does not address in any detail the mechanisms that need to be in place to insure that local governments are accountable to local public service consumers.

There is a substantial (and rapidly growing) literature that focuses on accountability mechanisms; again, however, much of that literature is normative in nature.  With some exceptions, that literature concentrates almost exclusively on the linkage between local government decision makers and local residents.  Although such linkages are critical, the approach taken here is broader in scope.  Even though the ultimate objective of devolved arrangements is to provide the public services needed by local residents in an equitable and technically efficient manner, we argue that there are several different dimensions to accountability.  These include accountability of local governments to higher levels of government and the roles of local bureaucrats and local government employees. 

The paper is organized as follows.  Section I focuses on what is meant by local accountability within a decentralized system.  The section addresses the issues of why accountability is critical to the expected benefits from decentralization and provides a conceptual framework for thinking about the various linkages that can or should be in place to enhance local accountability.  This is followed by sections that consider, in turn, mechanisms focused on accountability of local governments to local residents, accountability to the central government, and the role of bureaucrats in determining accountability outcomes.  Although the normative arguments underlying each of these linkages are reviewed, the focus is on empirical evidence of the efficacy of these mechanisms.  As is made clear, even though the requirement for free and fair elections may be a necessary condition for accountable local governments, it is unlikely to be a sufficient condition.  Section V summarizes the findings.

I.  Accountability in a Decentralized System

Dictionary definitions of accountability or accountable stress the ideas of “answerable,” “capable of being explained,” or “liable to give account.”  While the term is closely linked to finance, i.e., financial accounting, it is obviously more than that.  As Andrews and Shah (2002a) suggest, the concept of accountability in use has a number of meanings.  Some of these relate to whether or not governments are acting in accord with rules that prescribe how what they should or should not behave; other meanings focus more purely on outcomes and consider whether the decisions of governments are in the best interest of their citizens.  Others attempt to include both of these perspectives.

In line with the conceptual argument made below, perhaps the most useful definition (which includes both perspectives) is that found in Schneider (1999b) where he argues for participatory government as a key to poverty reduction.  Schneider states (p. 523) that good governance and accountability go hand-in-hand:

The central and perhaps the most powerful element of good governance … is accountability, which in turn has political, administrative and legal dimensions.  These dimensions form a rather complex web of accountability which relies on clear rules of transparency, and on the threat of legal, administrative or political sanction in case of non-compliance.  Such accountability can keep the ‘moral hazard’ and ‘principal/agent’ problems at bay.  Without accountability of all actors vis-à-vis all stakeholders, and effective mechanisms of sanctioning, any high-level commitment to poverty reduction may be seriously undermined by action or inertia at other levels.

Such a view of accountability is equally applicable to central as well as local-level decisions.  It is therefore useful to consider how the theory of decentralization relates to such a concept.
Why is Accountability Critical to Expected Decentralization Outcomes?

In the stylized, version of a decentralized system, autonomous decision makers at the local level decide what public services are to be provided, what the quantity and quality of those services will be, how they will be financed, how they will be produced.
  The primary normative justification of decentralized provision arrangements is that they will lead to economically efficient outcomes, i.e., such arrangements will maximize the welfare of the local community (Oates, 1983).  The theory recognizes, however, that this efficient outcome can be limited in cases of interjurisdictional spillovers and economies of scale.
 

The economic-based theory also recognizes that efficiency may not be the sole objective sought from public services.  Equity goals may be more effectively achieved through central government taxing and spending decisions.  Likewise, there is recognition that macroeconomic stability is not likely to be sought or obtained through sub-national government policies; indeed, it is argued by some that decentralized fiscal arrangements will be destabilizing (Prud’homme, 1995; Tanzi, 1996).

While the “decentralization theorem” by Oates (1983) provides a theoretical basis for efficient provision of public services, it leaves open the question as to what mechanism or mechanisms can insure that local decisions reflect local preferences.  How can local service users make decision makers accountable?  

Local public finance theory in its simplest form relies on two different mechanisms to achieve the outcome – mobility and elections.  If it is assumed that there is a number of alternative localities in which a household might reside, mobility can provide a way for persons who feel that the combination of public services they receive and the tax prices they pay is not appropriate, can move to another jurisdiction.  This theory, first posited by Tiebout (1956), stipulates that, if multiple local jurisdictions provide a variety of different service-tax price combinations, geographic mobility will insure that efficient outcomes will occur.
  The model relies, however, on a number of strong assumptions including the obviously unrealistic assumption that mobility is costless.  At the same time, it does suggest that the threat of out-mobility by local residents who are dissatisfied with local decisions may serve as a factor to encourage local accountability.

The second mechanism–voting schemes–are closely related to the current democracy movement common to many development initiatives with at least some of these initiatives linked to decentralization policies.
  The basic problem with public, as opposed to private, goods and services is that they are consumed collectively and, therefore, there must be a mechanism available to translate the preferences of the members of collective group into a single outcome.  

Although voting, either directly by all members of the group or indirectly through the members’ chosen representatives, constitutes the most reasonable form for that mechanism to take, it also entails a number of theoretical and practical problems.  Direct democracy, e.g., by relying on direct referenda voted upon by all members of the collective, does not necessarily work well.  As is well-known, simple majority voting falls victim to the possibility that no unique outcome is possible when there are three or more alternatives to be considered (Arrow, 1963) and outcomes do not necessarily reflect the intensity of the preferences of individual group members.  While voting rules requiring unanimous agreement do overcome the intensity issue, they are extremely conservative in favor of the status quo, agreements are likely to be costly to achieve, and are prone to gaming. 

Indirect methods of translating preferences into final decisions, i.e., through elected representatives, are also problematic in terms of producing efficient outcomes and are directly related to the accountability issue of interest here.  Elected officials do not necessarily reach decisions that coincide with even the voters who put them into office; instead, they may act in a manner that maximizes their own personal welfare.  Furthermore, since it is costly for the average citizen to monitor all decisions reached by their representatives, those individuals with substantive interests in the outcome may have considerably more influence over representatives’ decisions regardless of the views of the majority.  This is likely to lead to rent seeking behavior on the part of a small, but influential minority with the rents borne by the majority.  Finally, legislators may engage in “log-rolling” behavior where one representative agrees to support policies of a fellow representative in return for support for her favorite project.  This behavior can lead to socially inefficient policies.  In summary, voting mechanisms, either through direct referenda or representative democratic elections are far from perfect instruments even in ideal conditions.

These two basic mechanisms of mobility and elections have sometimes been condensed to two other terms--exit and voice--concepts that are relied upon extensively in the discussion below.  The concepts were originally formulated by Hirschman (1970) who applied them to consumer behavior.  Paul (1991, 1994a, 1994b) applied the concepts to the case of public accountability.

While voice and exit are important (albeit incomplete, as is discussed below) mechanisms for increasing the accountability of local decision makers to their constituents in a decentralized setting, such accountability is not the sole “direction” that local government accountability takes.  Local governments are instruments of the state whether created under a nation’s constitution or through statute.  As such, local government decisions are necessarily limited, again either constitutionally or by statute.  Insuring that local governments behave within those parameters, which were supposedly set with the best interests of the state in mind, constitutes another dimension of accountability.  Centrally imposed limits or controls are particularly relevant where resources such as monetary grants are transferred to local governments.  Since those scare resources were mobilized from the nation as a whole, local governments should be accountable to spend the funds effectively and in accord with centrally applied restrictions.

One observation is that accountability, and hence attention to accountability mechanisms, depend critically on from where the call for accountability comes.  While many commentators on accountability are concerned for local accountability to local residents, others are much more concerned with whether or not the funds sent from the center to the locality will be spent “responsibly.”  This is, for example, the concern often expressed by central government officials regarding local governments – will the locals spend the transfer appropriately?

There is a third critical component associated with accountability that cannot be ignored.  This is the bureaucracy and employees at the local level who are supposed to implement the decisions of local government.  If this group is not accountable to the local government, it is likely that the decisions will not be implemented regardless of whether or not the decisions are in the best interest of local residents.

A Framework for Considering Local Accountability Mechanisms

While the intent of this paper is not to attempt to develop a full-fledged “model” of accountability, it is useful to consider the interactions among the primary actors participating in the provision of local public services.  We argue that the need for accountability mechanisms arise because of the different and sometimes competing objectives of the self-interested parties that make up these several set of actors.

Fig. 1 contains a graphical representation of how we are approaching the issue.  There are four main groups of actors represented in the representation – local residents, local governments, producers of local government services, and higher-level governments.  (A fifth set—donors—could have been included as well; however for our purposes here we will omit this group.)  The local residents are considered the beneficiaries of the local public services provided by the local governments.  They pay for at least a portion of those services directly in the form of local taxes and charges as well through their contributions to the national fisc, which are then redistributed to the local government in the form of transfers.  Of primary interest will be whether or not the actions of the local government are responsive and accountable to these local residents.

Complicating the issue is that the local residents are likely to have a variety of different characteristics and preferences.  The underlying issue in any collective choice situation is aggregating the preferences of persons with different preferences.  The task can, however, be made even more difficult when it is recognized that the local residents differ on the basis of variety of characteristics, among others, income and wealth, gender, social status, and ethnicity. 

The local government is depicted as the provision unit.  By provision we mean governance decisions regarding what, how many, and the quality of services that are to be made available in the locality, how those services are to be financed, and how they are to be produced.  Note the distinction between provision and production tasks.  The latter involve combining inputs to produce outputs that are made available in the locality.  These actions can be carried out by local public employees, private contractors, or even by higher-level jurisdictions under contract to the local government.  However, the decision as to which of these techniques is to be used is a task of the provision unit, i.e., the local governing body.

The bureaucracy (and its supporting personnel) is the set of actors that either carry out the production of local services or helps to oversee the private (or public) contractors that serve as production units.  In principle, it is the bureaucracy or management that is answerable primarily to the local government; however, it is also in contact with local service users.

The fourth set of actors is the central (or regional) government.  This actor generally plays at least two roles vis-à-vis local governments.  First, the higher level of government sets the rules under which local governments are to operate, since local governments are often legally the creations of that higher level of government.  Second, it is nearly always the case that the higher level of government provides local governments with at least a portion of their financial resources through fiscal transfers.  It is also sometimes the case that other resources, particularly certain personnel, are made available to local governments through deputation from the higher level of government.  Thus, the local bureaucracy may include a number of central government personnel posted at the local level.

The Figure shows, as well, a fifth component – other local governments.  These, however, are assumed to be passive rather than active participants in a locality.  They are included in the schematic to suggest that local residents (as well as local government decision makers) can compare public services and their costs with local conditions. 

How does accountability (or its absence) and accountability mechanisms fit into this schema?  The underlying idea is that local governments (as the actor of interest in this case) are to be accountable to the local residents through the services that are provided locally (but produced through the efforts of the bureaucracy) but also must be accountable to the central (or regional) government that has set the rules governing local government behavior and has provided at least some of the local government’s resources.  Two sets of lines connect each of the actor groups (as well as two lines connecting local residents to “other” local governments).  These lines represent flows of information or resources.  

The assumption that underlies this model is that local government decision makers will not necessarily behave in a way that somehow maximizes the welfare of local residents or, as well, in a manner that is in keeping with the rules placed on it by higher-level governments.  The keys to accountability by local governments are (1) information and (2) incentives.  Without mechanisms in place, there are likely to be large asymmetries in information between local government decision makers and the other three sets of actors depicted in Figure 1.  Unless the local government decision-makers have incentives to do so, it is unrealistic to presume that they will behave “appropriately.”  This is not to assert that local officials will always try to ignore local preferences or to ignore rules imposed on them by higher-level governments.  However, if one could assume local government officials would never behave in “inappropriate” ways, then there would be no need for accountability mechanisms!  [These ideas coincide quite closely to the concepts associated with the New Institutional Economics.  See Hodgson, 1998 or Williamson, 2000.]

Although the bulk of Sections II – IV is devoted to a review of the accountability mechanisms that might be put into place in improve accountability, it is useful to illustrate here the sorts of flows envisioned by the various arrows linking the several sets of actors.  Line A (from local residents to local government) represents the previously mentioned “voice” mechanisms, including participation and elections.  The reversed directional arrow associated with Line A’ represents the flow of information from local government through transparent decisions and reports of planned budgets.  The media can act as a medium through which information in both directions can flow.

Line B from the central government to the local government represents the flow of fiscal transfers, rules governing the actions of local governments (including how the fiscal transfers are to be used), as well as other information of use to local government decisions.  The reversed Line B’ represents information flowing from the local government to the central government regarding conformance with the rules, including reports on financial transactions of local governments (often through centrally mandated audits).

Line C from the local governing unit to the local bureaucracy represents the flow of directions from the local government to carry out decisions made by the local governing body.  Such decisions are, however, often made with at least some information provided to local councils and executives by the bureaucracy (Line C’).  For example, it is common for budgets to be drafted initially based primarily on inputs from the local bureaus; similarly, the head of the public works department is likely to be relied upon heavily to provide technical information to the council before undertaking a capital project.  Each of these lines can affect outcomes.  Only if the bureaucracy is responsive to the directions given to it by the governing body will the body’s decisions actually be carried out.
  Likewise, rules and incentive mechanisms may be necessary to insure that local managers provide accurate information to the council.  For example, a local department head may wish to maximize her budget and accomplishes this by providing the council with misleading information.

Local bureaucrats are, however, seldom isolated from other influences or roles influencing other actors. Local government employees directly provide services to the public (line D).  It is common for citizen’s complaints and suggestions to flow, at least initially, to the service producers, i.e., the bureaucrats, rather than directly to the council.  One set of burgeoning literature, particularly in high income countries, is the “New Public Management.”  Much of that literature focuses primarily on the link between public managers (not elected officials) and the public; “accountability” in that context thus focuses more on lines D and D’ than on the other inter-actor links.  

The fifth “link” that is particularly important in some countries (and which may help to undermine accountability links A and A’) is between the central government and the local bureaucracy (Lines E and E’).  In circumstances where local governments have few monetary and human capital resources it is common for the central government to post personnel at the local level.  For example, chief administrative officers, finance officers, as well as department heads, e.g., chief local government engineer and head of the local education department, may be assigned to work at the local government level.  Similarly, central government line ministries may delegate a local department to carry out tasks for the ministry and provide the monetary resources for that effort.  Although such linkages may increase the accountability of local governments to the center, it can also undermine accountability of the local government to local residents (line A links) and also may make local managers less accountable to the local government (line C links).

The final (passive) entity shown in the Figure are “Other” local governments.  This is to represent the possibility that local residents will compare the services available and the tax prices imposed by other local governments (represented by line F pointing from the Other LG to local residents).  The locals then may respond by exiting the present locality in favor of an alternative, i.e., “vote with their feet” a la Tiebout (Line F’).  Or with such comparative information at their disposal, local residents are likely to put additional pressures on their own local government to alter policies so as to make them in line with the Other LG.  In order for such comparisons to be made, however, information about the Other LG must be available to local residents.

The schematic provides a general overview of the links that need to be considered when addressing the local accountability issue.  In what follows we will consider first the link between local governments (decision makers) and local residents (link A) followed by a discussion of evidence associated with the B links (central – local government) and conclude with a consideration of the role of bureaucrats (including links C, D and E).

II. Accountability to Local Residents 

Accountability of devolved local governments to local residents is the focus of most of the recent literature on accountability.  Much of that literature is normative although empirical examinations of local governments are becoming more frequent.  In this section we describe mechanisms that, at least conceptually, should encourage local governments to be accountable to their constituents along with the evidence regarding the successes and failures of these instruments.

In a normative setting, an informed electorate would freely and fairly express their preferences for local government leaders at relatively frequent elections.  These leaders would, in turn, reach decisions concerning the allocation of public services in a manner that reflects those preferences while insuring that all constituents, not only their supporters, would be treated fairly.  To attain that outcome would require, in addition to democratic system of choosing representatives, flows of information from residents to the representatives as well as information flowing from the local government to residents concerning pending policy decisions and the outcomes of the decisions.  In other words, all local residents should have some voice in determining outcomes with that voice expressed on the basis of full information.

Local Elections

In spite of the previously discussed weaknesses of elections, they remain the principal method whereby all eligible local residents can potentially have a voice in the outcome and hold decision makers accountable.  In general elections should be viewed as a necessary, but not sufficient, accountability mechanism since, as is clear in the review of the evidence below, a large number of factors can influence the strength of that voice.

For elections to serve any real purpose in enhancing accountability, voters must actively participate.
  Although local elections in many countries, including high income ones, do not always elicit heavy turnouts, a recent review of participatory democracy in Cebu City, Philippines suggests that voter turnout can be substantial with 83.3 percent of the eligible voters participating in the 1998 mayoral elections and approximately two-thirds of the eligible voters in both 1988 and 1992 (Etemadi, 2000).  The article suggests that this high level of participation was due primarily to the organizing efforts of local non-governmental organizations who helped organize the poor and get several of the mayoral candidates to agree to a program that would allow the poor to participate in local government decision-making.

Interest and participation in local elections is, however, far from uniform.  One critical determinant of that participation is the degree to which the electorate anticipates that their voice as expressed in elections will have any effect.  For example, Devas and Korboe (2000) report that only 27 percent of eligible voters in Kumasi, Ghana participated in the 1998 elections.  This is considerably below the 1989 election turnouts reported by Crook and Manor (1998) in their case study districts in Ghana.  A variety of reasons, all linked to potential influence of voting outcomes can help explain the diminished turnout.  

The institutional arrangements used in Ghana, although decentralized in theory still give the central government considerable control over local affairs.  Only 70 percent of the council is elected (but on a non-party basis); the central government chooses the remaining 30 percent.  The central government also appoints the chief executive, who serves as both a representative of the central government in the area and as mayor, presiding over the council.  Such rules have the risk of diminish the strength of local voice.  

Personal characteristics can, however, also matter.  As Devas and Korboe (2000, p. 126) state, the chief executive in Kumasi was autocratic and has effectively emasculated the role of lower levels of local government (sub-metro, town councils and unit committees).  If, as Devas and Korboe state, “The town councils appear to exist in name only,” voters will soon come to recognize this and will, quite rationally, fail to use the single voice mechanism available to all.

While participating in an election is a necessary ingredient for this mechanism to serve as an accountability-enhancing device, it can be more effective if the participants approach the task with information about the alternative candidates.  Do local voters pay attention to the issues?  The previously cited experience in Cebu City Philippines suggests that they do.  Other data suggest that it is not only the candidates’ agendas that lead voters to favor one individual over another.  Asfar et al., (2001) administered surveys to 1,120 household-level residing in 20 Philippine provinces (along with surveys of a variety of elected and administrative officials).  They determined that, at the local level the most important of a variety of determinants was their perception of the candidate’s character (nearly 35 percent of the respondents cited this as their primary reason); less than 9 percent cited the candidate’s agenda.  

The role of political parties and the link between the local-level party and its central officials in enhancing local accountability through elections is not clear cut.  Crook and Manor (1998, p. 303) argue that competitive political parties constitute one of the critical prerequisites for local accountability.  

There is little point in executives reporting to elected bodies unless those bodies are prepared to challenge, demand information and debate strategies.  This is most likely to happen where there is already a competitive party system which can generate pressures in the council chamber from a group of people who want to expose any faults of the administration.

A competitive party environment is not, however, any guarantee of success.  Experience in Mombasa Kenya illustrates how, differences in party majorities between the center and localities can lead to (central) policies that weaken local government.  The Mombasa experience, as documented in Rakodi, et al. (2000) illustrates how political rivalries (particularly because they are linked to ethnic differences) have resulted in inadequate provision of many public services, especially for the poor.  When the ruling central government party views any strong opposition that develops at the local level as threatening to their long-term success it may institute policies that weaken local governments and, in turn, lessen the ability to hold local government accountable for its actions.  

The rules governing elections can also affect the degree to which local elections serve as a voice mechanism.  For example, Southall and Wood (1996) conclude that simultaneous local and national presidential and parliamentary elections in Kenya resulted in a diminished role played by local issues in determining election outcomes.  

Election rules also sometimes give political parties the sole authority to determine the slate of candidates with voting conducted on a party, as opposed to individual basis.  Agarwal and Ribot (1999) report that this has been the system used in Senegal with the slate of candidates from the winning party taking three-fourths of the local council seats.  (The remaining one-quarter of the seats are chosen by state-organized producer and marketing cooperatives and associations.)  Apparently the villagers often feel that resulting councils represent the political parties rather than themselves with the result that “there is little competition in local elections” (p. 487).

One potential weakness in elections as a form of accountability mechanism is that elected bodies are dominated by local elites with the poor and minorities not represented in the elected bodies.  To overcome this potential disadvantage of local elections, some countries have instituted rules to reserve some proportion of the elected seats to minorities.  India is one example where seats for women, scheduled tribes, and scheduled castes are reserved.  A study recently completed in 53 villages of the Indian states of Rajasthan and Madha Pradesh included several for which the head of the panchayat (the sarpanch) had been reserved for a woman or a member of a scheduled caste or tribe (Krishna, 2002).  In spite of the concerns expressed by certain individuals, particularly upper-caste males, analysis of villagers’ satisfaction with the quality of panchayat services indicates that there was no significant difference between those villages where the leadership was or was not reserved.

Participation  

Voting is a relatively low cost method of expressing voice; at the same time, it leaves much to be desired as an effective local accountability mechanism.  Accountability of local decision makers to their electorate requires that residents’ voices are heard and responded to throughout the office holders’ tenure.  This, in turn, requires mechanisms that promote a transparent flow of information between the officials and those they are expected to serve and active participation by the latter.  

Participation is the focus of a large and growing segment of the literature during the past decade and here we can only sketch a portion of that literature.
  Various methods that make it feasible for local residents to participate in the governing process.  These include public meetings of the elected representatives, open hearings to discuss a particular policy issue, e.g., the proposed budget, public meetings soliciting the opinions of the local population concerning their wants, needs, and concerns, as well as more formal surveys of constituents’ opinions.  But such mechanisms do not adequately encompass the topic since it is clear that, since participation is not costless, there are likely to be incentives that also have to be used to insure that it occurs.

One necessary condition for such proceedings to be beneficial is that the actions of the local authority be transparent.
  Unless information is available to constituents, they will have little basis on which to participate.  Again, although it may be possible for local authorities to voluntarily provide such information, it is more likely that externally imposed rules have to be in place to persuade such openness.

Based on a review of 68 cases of citizens’ participation conducted by The Participation Toolkit, one of the “lessons learned” is that locally elected officials are more effective at generating successful participation than if the effort is initiated by a non-governmental organization or even local citizens.  Wunsch (1998) reports that, in several districts of Botswana, local councilors were eager to provide information to and receive information from their constituents.  Among the mechanisms used were ward meetings, membership in civic organizations, and invitations to citizens to participate in regular sessions of the council.

Not all local leaders are necessarily as willing to initiate such participatory mechanisms.  A rule-based mechanism has been instituted in Bolivia that has received considerable attention in the literature.  This is the “Law of Popular Participation” (LPP) which gave local community based organizations the right to participate in the formulation of five-year municipal plans.  Furthermore, it created an oversight committee (Comites de Vigilancia) consisting of six elected community based organization leaders to oversee the municipal council and try to insure that the investment plans of the local government reflect local priorities (IDS, 2002).  The results of this rule-based participation into the governance process is still not entirely clear.   

Faguet (1997) suggests that by giving local governments more control over expenditures, different spending patterns emerge as would be predicted from the fiscal decentralization literature.  As he states (p. 13), “local priorities are different from those at the center, and shifting power and money into the hands of the community produces different outcomes.”  But when it comes to effectiveness of local governments and the roles played by the oversight or vigilance committee, Faguet is much less sanguine.  In fact, his case-based study indicated that “Vigilance Committee members, grassroots leaders, businesse executives, and even Municipal Council members were typically ignorant of how much [own source] revenue was raised, let along who paid it and—most importantly—how it was used” (p. 16).  Instead, he finds that small, rural municipalities with no local tax base but with shared revenues that are overseen by the entire community have the most effective mayors.

Andersson (1999) too cites cases in which the members of the vigilance (he terms them “surveillance”) committees are ineffective; in fact, he terms them “non-existent” in the municipality of Caiza.  One reason for this appears to be that the political parties capture control of municipalities as well as the committees.  The implication of the Bolivian evidence appears to be that, although participation can be legislated, such legislation does not guarantee that it will be effective.

A less authoritarian example of participatory decision making related to budgets is the case of the city of Porto Alegre, Brazil (IDS).  There a portion of the municipal budget is allocated through a mechanism that involves locally chosen representatives to serve as intermediaries between the citizens and the council.  de Sousa Santos (1998) describes a rather elaborate system of choosing local representatives who serve for only a single year in bringing the preferences of local citizen groups to the attention of the municipal council.  Albers (1998) notes that the mechanism has resulted in over 14,000 people participating the budget assemblies.  

While the Porto Alegre case illustrates a mechanism the enables the voice of the people to be heard by representatives, it is also necessary for the people to be informed of local government actions.  An example of how the media, in this case the radio, can be used to improve the knowledge of local government has occurred in the Mysore District in Karnataka State, India (IDS).  Rather than report on specific actions undertaken by local government, the approach focused on informing listeners of the functions, role and responsibilities of locally elected officials with the specific intent of reaching women, a group commonly excluded from formal meetings in the Indian environment.

If participation needs to be voluntary if it is to be an effective accountability instrument, the question arises as to what incentives might be used to increase the likelihood that participation occurs.  As Lall, et al. (2002) show using data from Bangalore, India, more secure housing tenure achieved through strengthened property rights and formalized tenure regimes can increase the stability of a community and the willingness to participate.

Likewise, in spite of the findings from Bolivia cited above, most of the fiscal decentralization literature suggests that some form of local cost sharing is likely to increase the willingness of local residents to hold local officials accountable.  Binswanger and Aiyar (2002) cite an example from Uttar Pradesh state of India where 10 percent of the capital costs of rural water supply projects are borne by local residents who also participate in the planning of the project with the result that the maintenance costs are now covered locally as opposed to an earlier “top-down” approach to planning and full coverage of the capital costs.  In a similar manner local in-kind contributions and participation in the planning of local public services may increase the level of local “ownership” of the activity.

One particularly useful concept related to in-kind contributions is “co-production.”  Coproduced services require a joint effort by community members and the local government.
 For example, in the co-production of water and sanitation services community members are to voluntarily help to design, operate, and maintain the systems and the local government, through its civil servants, oversee the government inputs. 

But as Isham and Kahkonen (1998) show, for co-production to be effective in overcoming collective action problems, appropriate community-level institutions need to be in place.  One source of such institutions is civil society, including non-governmental organizations.

Civil Society and Social Capital

Closely linked to the concept of participation are civil society organizations, i.e. organizations that are independent of the state and operate on a non-profit basis (Clayton, et al., 2000, p. 1).  Increasing emphasis has been given to civil society organizations in tandem with policies (in many instances led by donors) promoting “good government” (at both the central and local levels).  Since such organizations commonly represent groups of constituents, i.e., potential voters, rather than individuals, they are more likely to be effective checks on local government accountability and lobbyists for local government actions.  As Tendler (1998, p.151) states, “…NGOs and civil society play two distinct roles in bringing about better government.  The one is to advocate for citizens and to demand accountability from government.”  The second role in Tendler’s formulation is to provide services.
  That is, a non-governmental organization may produce services through a contract with government or in “partnership” with local government produce local public services.  However, such organizations can attempt to provide services with no direct linkage to the state.  The potential downsides of such an independent approach is that outcomes may run counter to broader policies and, since non-governmental organizations seldom have a sustainable revenue base from which to operate, may not be sustainable.

The evidence is clear that nongovernmental organizations can play a critical role in insuring that local governments are accountable to their constituents.  In the previously cited case of Cebu City, Philippines (Etemadi, 2000) non-governmental organizations played a critical role at mobilizing political action amongst the electorate.  The non-partisan, non-governmental organization Lok Satta has undertaken a number of initiatives in Andhra Pradesh state of India (IDS case) intended to help inform citizens of their rights.

Non-governmental organizations can be limited in their ability to act as a facilitator of local participation and, hence, of enhancing accountability of local governments.  As mentioned previously, the NGOs very existence may not be sustainable without an independent source of funding.  However, they may also have agendas that relate more to their own power and desire for longevity than for providing support to the residents they purportedly are intended to serve.  An example of this is found in the case of community based organizations in Colombo, Sri Lanka (Russell and Vidler, 2000).  There community development councils (CDCs) had been formed in the late 1980s and early 1990s with the purpose of working with government officers to identify local problems and help find solutions to those problems.  Non-governmental organizations were allowed to contract with the CDCs to carry out projects (often funded by donors).  While not the sole cause of the collapse of the CDCs, Russell and Vidler note that local residents began to view the NGOs as being gatekeepers not unlike politicians and bureaucrats.  The NGOs were seen as “using people for projects – not projects for people.” (p. 81).
  With a change in government, the CDC approach to local participation was abandoned.

While non-governmental organizations can play an active role in encouraging local participation and accountability, that role is generally an externally generated one.  Potentially more important is the cohesiveness of the community itself.  Such cohesiveness relates directly to the concept of social capital which is currently receiving considerable attention among social scientists in both developed and developing countries.  Such capital is expected to make it easier (less costly) and more likely for groups to behave collectively.  If this is the case, it should be expected that locations with greater endowments of social capital will participate more actively in the governance process and, in turn, be more assertive in holding local governments accountable.  

In fact, there is considerable evidence that communities in which there is a higher level of social capital are more successful in carrying out development initiatives.  For example, Isham and Kahkonen (2000, p. 37) in an evaluation of community-based water services in Sri Lanka and India report that 

“in communities with high levels of social capital—in particular, with active community groups and associations—design participation is more likely to be high and monitoring mechanisms are more likely to be in place.  In those communities, households are used to working together and social ties deter free-riding.”

The authors reach similar conclusions from a study of water projects in central Java, Indonesia (Isham and Kahkonen, 2001).

While these results are encouraging, they are less helpful in ascertaining how social capital can be created or even tapped.  Although a recent study in India does not directly answer the question of how to produce social capital, it does shed some light on how it can be utilized.  Krishna (2001) studied 60 villages in Rajasthan, India and concluded that, while social capital is a significant determinant of development at the village level, of particular importance is the role of “agents” who can tap that capital.  Without such agents, i.e., leaders capable “at arbitrating villagers’ relationships with state and market agencies,” even villages with high measured levels of social capital are not able to utilize it.
  

Other Local Accountability Instruments

The role of Tiebout-style “exit” is generally ignored in most discussions of local level accountability in developing countries, primarily because of the relatively high costs of “voting with ones feet” through mobility.  Nevertheless, efforts can be made to encourage accountability actions not unlike the exit mechanism.  One such technique is through the availability of services that are in competition with the public sector.  If the public sector services are financed through user charges, decreased use of the public facility can induce pressures on local managers of the service to upgrade services.

Another somewhat related device is simply through the creation of greater information concerning the quantity and quality of services provided (and presumably the level of taxes imposed) in other locations.  (The Tiebout model assumes that potentially mobile residents of a jurisdiction can easily make such comparisons.)  Although a local government may not be eager to publicize its own service record, a non-governmental organization can accomplish the task as is the case in India.  There the Bangalore-based NGO, Public Affairs Centre, founded by Samuel Paul has surveyed residents and has issued “report cards” on the citizens perceptions of public service quality (Paul and Sekhar, 1997).  These report cards can not only provide a voice to the local residents, they also provide a standard whereby services can be compared across jurisdictions and, at least indirectly, put pressure on local officials to improve services.
  

Although not common, central governments can even play a role in increasing local transparency beyond simple rule setting.  The Ministry of the Comptrollership and Administrative Development (Secrearia de Contraloria y Desarrollo Administrativo, SECODAM) in Mexico is, apparently, in the early stage of developing a transparency evaluation system that will evaluate each municipality on the basis of the (1) relevance and quality of information supplied by the local government to its citizens, (2) quality of procedures used to provide opportunities from communication between government and local residents, and (3) the quality of services provided, including responsiveness to local demands. (Avalos, 2002).  The evaluations will be made available to all with the intent that such inter-municipal comparisons can act as an incentive for poor performers to improve transparency and accountability.  Unfortunately, since the initiative is only in its early stages, it has not yet been evaluated for effectiveness at improving local accountability.

Non-governmental organizations and other civil society organizations can help hold local governments accountable.  Another group, not commonly associated with “good government” can, however, also play a role.  This is the business community.  Dutta (2000) notes how the private sector, particularly a leading textile company, in Ahmedabad, India, formed a partnership with the municipal corporation and NGOs to upgrade local slums as well as upgrade other local public facilities.
  Interestingly, in another major Indian city, Bangalore, the link between local private sector leaders and the public sector has apparently been with the central and state governments with the result that local residents, particularly the poor, have had little influence over large public sector projects (Benjamin, 2000).  

The role of the media in informing local residents about the responsibilities of local government officials was mentioned above as a mechanism to encourage participation.  The media can also play a more direct accountability role.  Crook and Manor (1998) note that a free press, which is also willing to investigate the activities of politicians, including those at the local level, helps explain more effective and accountable government in the State of Karnataka.   Similarly, Asfar et al., (2001) found that media (particularly radio and television in the Philippines) was a principal source of information regarding local corruption.

There have, of course, also been considerable efforts on the part of donors to decrease corruption by locally-elected officials as well as central bureaucrats posted at the local level.  One such example related to Food-for-Work projects implemented in the Churia District of Nepal succeeded in significantly reducing the amount of corruption associated with the project (Meagher, et al., 2000).  Key components of the project including (1) village level determination of projects; (2) establishing local labor rates for earthworks; (3) transparent and local record-keeping and audits; (4) public payment of rice to workers monitored by user committees that included representatives of all major political parties; and (5) sufficient resources for the staff to be able to carry out their duties.  While all these conditions might be instituted on a broader basis, a final aspect of the project made it less likely to be sustainable on a nation-wide (as opposed to a project level) basis.  That is that the project was implemented and monitored by a professional staff working outside the civil service structure.  In an attempt to replicate the pilot project in twenty districts, it was not possible to maintain the same set of standards and accountability to local villagers fell significantly.

III. Accountability to the Center

Path B in Figure 1 denotes the linkage between the local government and the central or other higher level of government.  This linkage cannot be ignored since it can have significant effects on the ultimate accountability of local governments to their residents (Path A) and can also play a role in determining the accountability of the central government to all residents of the country.  

The first issue to address is what is the appropriate role of a central government to insure accountability of local governments in decentralized systems?  We argue that it has at least two dimensions.  One is to insure that local residents are provided with services in accord with the assignment of powers and functions to local governments   The second, which goes to root meaning of the term “accountability,” relates to the use of money – both money that has been mobilized locally by the local government and any money that is transferred to the local government from a higher level of government (since the higher level of government should also be held accountable regarding how these scarce funds are utilized).  

The first of these points raises an interesting dilemma that commonly arises in decentralized systems.  At the root of the efficiency-based decentralization argument is the presumption that local residents know best how their welfare can be maximized; but those views may run counter to the perceptions of the nation.  In such an instance, even if the municipality is fully accountable to its residents, accountability in the broad sense is achievable only if the higher level of government fully funds the additional activities that it mandates the local governments to carry out.  In most instances, however, local governments argue that the full costs of these activities are not fully funded which leads to a lack of local accountability.

As noted in Section I., local governments are either constitutionally based or are creatures of the central (or regional) government.  Along with this legal basis comes a set of rules concerning what local governments should or should not do and how they are to be governed, administered, and financed.  In some instances these rules are crafted to improve the accountability of the local government to the local residents, e.g., rules regarding how local representation are to be chosen, rules concerning openness of council meetings, or rules pertaining to participatory planning of projects.  Other rules are meant to control local governments in order to seek the greater good of the nation.  Rules assigning service responsibilities to local governments fall under this heading as do rules that forbid local governments from constraining private economic activities.  

Particularly important in the set of rules that define Path B are those related to financial transactions of local governments.   Again, these rules may be defended on both the grounds that they increase accountability of local governments to local residents as well as to the nation.  Rules that prescribe accounting practices can help insure that the taxes and user charges paid by local residents are being used to provide public services.  Similar rules are used to help track how intergovernmental transfers are used by local governments to help insure that the nation’s taxpayers are receiving “value for their money.”  Rules that forbid unbalanced local government budgets can be defended on macroeconomic grounds.

While these rationales for rules imposed by central governments over local government behaviors can be justified on the grounds that they improve local accountability, it is also the case that the rules can be used to inefficiently constrain local governments by undermining decentralization initiatives.  It is obviously a very thin line that separates appropriate accountability-enhancing rules from inappropriate ones.  In fact, it is often the case that central government officials use accountability arguments in support of rules that constrain, perhaps inappropriately, the autonomy of local governments.
  Although rules constitute the underlying mechanism, rule systems require monitoring if they are to be effective.  Central governments use a variety of such mechanisms.

Monitoring Mechanisms

The most obvious of these is financial auditing since it is the financial records that reveal (or ought to reveal) whether locally collected and transferred revenues of local governments have been spent according to plans.  The expectations of audits (and sanctions if warranted) can provide incentives for local governments to act accountably.  However, such threats are credible only if there is, indeed, follow-up when rules have not been followed.

Probably more effective are arrangements where local governments find it in their self interest to conduct financial transactions in a transparent and appropriate manner (thereby improving accountability to both local residents and the central government).  One such mechanism is issuance of debt.  If a local government is to be able to sell its debt to the private sector, it will have to convince lenders that it is fiscally responsible.  But again since there can be substantial information asymmetries between what the borrower (local government) and lenders know, intermediary organizations such as bond rating agencies can be used.  Such arrangements are common in higher income countries and are being implemented in some developing countries.  In this case, another “rule” (permitting local governments to borrow from private sources) increases the likelihood that financial accounting rules are observed.

Much more common in developing countries, however, is direct placement of central government officials in the local government, e.g., as chief administrative officer.  This individual acts as the eyes and ears of the central government supposedly to insure that all centrally mandated rules are followed.  The obvious risk with such arrangements is that the officer limits over zealously restricts local autonomy in favor of insuring that central government wishes are pursued.  (This is elaborated upon in the following section as is the practice of assigning central government line agency officials to local government departments.)

A less direct control mechanism that might be used is a (centrally imposed) rule that prescribes minimal professional standards for certain local government offices.  The idea underlying such a rule is that the individuals chosen for these offices, e.g., local finance officer, municipal manager, or local internal auditor, would have professional values that would lead them to follow the rules that have been put into place to assure vertical accountability.

Another mechanism, more closely lined to adjudication than monitoring, is use of the judicial system to insure local government compliance with governing statutes.  While the mechanism may be used by local residents, it can also be used (at least in some countries where local governments have “corporate” status), by the authorities in higher levels of government.

Experience With Monitoring Mechanisms
Unlike the case of local accountability instruments, there has been much less written about the efficacy of instruments used by central governments to hold local governments accountable.  This is in spite of the fact that such instruments have had a much longer history of being in use than the previously discussed instruments.

The formal audit of local government accounts is probably the most common instrument used by central governments to “insure” financial accountability of local governments.  Although used perhaps everywhere (at least in principle), examples of in-depth analyses of this instrument have not been found.  For accountability purposes, such analyses should include inquiries into how, if at all, the results are used by the controlling authorities and the degree to which the audits have led to improved practices, especially improved flows of services to local residents.  

One phenomenon that often occurs in developing countries with respect to formal audits is long delays in carrying out the audits and making the results public.  For example, Olowu (2001, p. 16) mentions audit delays of five to ten years in some countries.  In South Africa the accounts in many localities were audited only after one or two years had passed; and Martell (2001, p. 28) states that, as of 1999, the last external audit of the books in the Municipality of Aracaju, Brazil occurred in 1989.  Such delays emasculate the effectiveness of the external audit as an accountability mechanism.  Even if past improprieties are found and made public to local residents, they will probably have little effect on the current flow of services.

Since lack of adequate central personnel is often the root cause for the delays, one mechanism that has sometimes been suggested is altering statutes to allow private sector audits of local public accounts with the office responsible for the audits, e.g., an auditor general, to contract with or approve the use of a list of qualified auditors.  Of course, if self-chosen by local governments rather than assigned by the central audit office, there is a risk that inappropriately close ties will grow between the auditor and the local government.  Martell (2001, p. 28) notes that municipal administrators in Brazil have generally opted not to use private sector auditors, even though permitted to do so under the law, because it is believed they do not understand “the nuances of public accounts.”

A second, more obtrusive, financial accountability mechanism often used by central governments in developing countries is requiring that the center approve the ex ante budget of the local government.  This is particularly common in the historically highly centralized states of West Africa (see Meager and Korsun, 1997).  Before a local budget can be implemented it must be approved by an agency such as the ministry of finance or the ministry with local government oversight responsibilities.  There are instances where even parliament must approve the sets of local budgets.

One potentially valid argument in support of such a policy is that it will insure that local budgets are “realistic” and do not include ex ante plans for operating account deficits.
  This can assist at insuring that local governments face a hard budget constraint and do not have to turn to the central government later in the fiscal year and appeal for financial bailouts.  However, the policy in effect assumes that the local budget is either non-transparent to local residents or that local voices would not be raised at the possibility of future revenue shortfalls.

More problematic is where the central approval process specifically overturns choices made locally (and in keeping with local preferences), for example, by reallocating funds from one legally permitted expenditure item to another.  .The practice obviously runs counter to the underlying assumption of decentralized decision-making and presumes that the central government knows better than the locals what is in the best interest of the locality.  What is sometimes unappreciated by central government officials is the fact that potential efficiency benefits from decentralization also bring with them the potential for mistakes.  The decentralization model accepts this possibility with the presumption that, by learning from mistakes, the instruments of local accountability will come into play and correct them without the heavy hand of the center.

A more practical issue associated with central approval of budgets is the delay that the approval process can create.  This is particularly true under many parliamentary systems where the central budget is presented to Parliament at or near the beginning of the fiscal year.  But only at that point are local governments made aware of the transfers they can anticipate from the center.  The local governments must then finalize and approve their own budgets.  If the local budget must still be approved centrally, several weeks are likely to pass before the local government can enter into agreements with local contractors to carry out capital projects.  Where the environment (e.g., monsoon rains, or floods) or local growing and harvest seasons affect the ability of contractors to carry out their efforts at low cost, the delays create undesired inefficiencies that may greatly exceed the benefits of central government budget approval.

The mechanisms central governments use to transfer funds to localities also influence accountability.  Grant mechanisms that are distributed on an ad hoc, are likely to make local fiscal decisions less transparent and, therefore, will allow the local government to be less accountable to its constituents.  Transparent, formula-based distribution formulae improve local budgeting but also can decrease the opportunities for corruption and non-transparent decisions at the local level since local interest groups are much less likely to know exactly what funds have been transferred to the locality.  Finally, as noted above, if grants are extended to local governments for specific purposes, cost-sharing mechanisms are more likely to encourage local participation in planning and implementing the project.

Another critical determinant of accountability is simply the availability of resources at the local level.  Without adequate revenues, a local government with positive intentions to be accountable to the needs of the locality will be unable to respond as presumed in the normative decentralization model.  It is too often the case that governments decentralize expenditure responsibilities but fail to simultaneously devolve adequate revenue-raising instruments or transfer inadequate revenues through the grant system to permit local expenditure requirements to be met.  In such instances, the failure to meet local demands will likely lead to diminished local participation in decision making (why should anyone expend the effort necessary for participation if no gains can be anticipated from it?) and, even if some local revenue instruments are available, compliance with them is likely to decline (why pay taxes if few or poor quality services are provided?).  

One other area related to accountability (and local corruption) is the role of the justice system.  Even if rules governing local accountability are put into place by the center, without mechanisms for resolving any disputes that arise, they may be ignored.  There are instances where individuals and groups can and do use the court system to adjudicate disputes with local governments; in South Africa local governments have even taken disputes with the central government to court when they perceive they have been treated unfairly. The effectiveness of this instrument has, however, not been extensively reviewed in the literature.  

Thus, in general, the center can play a critical role in improving the accountability of decentralized local governments.  First, the rules governing local government behavior should encourage local officials to respond to local demands and behave in a transparent manner, particularly with regard to management of finances.  Perhaps more important is the fact that rules regarding the relationship between the municipality and the center should not undermine responsiveness of local officials to their constituencies.  At the same time, the center must hold the local government accountable in how central government finances transferred to the locality are used.  Obviously, balancing the competing objectives of local government—local resident and local—central government accountability will probably always be a difficult task.

IV.  Role of the Bureaucracy in Local Accountability
Figure 1 shows three distinct linkages between the local bureaucracy and the other actors in the local governance process; each of these links are critical to an accountable local government.

Links C and C’ focus on the role of the bureaucracy vis-à-vis locally elected officials.  A traditional view in public administration sees the bureaucracy acting as a neutral instrument that carries out the wishes of those officials; in other words, the bureaucracy is to be accountable to the officials.  This is the perspective that is reflected in Blair (2000, p. 27) where he states “government employees must be accountable to elected representatives.”
  If the accountability mechanisms represented by Link A are working effectively, the decisions of the representatives will reflect the local public’s choices and bureaucratic behaviors that run counter to those choices will have an adverse effect on the outcomes.

The reverse link C’ reflects the fact that in many instances local elected officials do not sufficient information to make informed decisions.  One role of the bureaucracy is to provide such information (and to convey information from local residents to the officials).  Such information, however, ought to be unbiased.  An obvious instance in which biased information can be relayed to officials is in the budget process.  If, for example, bureaucrats attempt to maximize their department’s budget, public service outcomes are likely to be inefficient.  It has also been noted that a local technical bureaucracy can be “too-strong” in that its own voice may have significantly greater volume than the voice of local residents (Jenkins and Bird, 1993).  

The paths D and D’ represent the all-important links between the public and the bureaucracy.  As suggested above, bureaucrats can act as conduits of information from the public to decision makers, e.g., when a line employee of the local government reports that a capital infrastructure such as a bridge is liable to fail in the near future and requests a special appropriation of funds to fix it.  Similarly, public employees, e.g., supervising engineers, are commonly used to monitor private contractors.  The outcome of such monitoring is to be relayed to the elected body which can then impose sanctions on the contractor.  

Absent the use of private vendors, public employees are the most common “reprentatives” of local government with whom local residents interact.  Only by carrying out their tasks in an appropriate manner will the service flow intentions contained in local government decisions actually flow to the recipient.  Improving the accountability of the bureaucracy to the public in terms of the services actually provided is the objective of the “new public management.”

Finally, paths E and E’ represent the influence that the central government may have on the actions of the local bureaucracy (and, in turn, on services flowing to the public and, possibly, on the decisions reached by the local governing body).  As in the case of the B and B’ links, the link between the central government and local bureaucracy can augment local government accountability and effectiveness or hinder it.  Assigning more capable central government employees to serve as department heads at the local level can increase the quality of information provided to the local government (link C’) and can improve the flow of information from the locality to the center such as occurs when the central government appoints a qualified chief financial officer to serve the local government.  However, where those deputed employees perceive that their long term success in the central bureaucracy is best served by sabotaging local government decisions in favor of the wishes of the their central government supervisors, the anticipated benefits of decentralization can be subverted.  

Mechanisms for Bureaucratic Accountability
The traditional mechanism by which governments hold bureaucrats accountable is through rules.  In fact, much of the “red tape” often bemoaned in highly bureaucratic organizations is intended to increase the accountability of the bureaucracy.  A root reason for requiring a number of checks on bureaucratic behavior is the principal-agent problem.  Bureaucrats, as agents, have considerably more information than available to locally elected officials; similarly, line personnel have access to information, e.g., payments of fees by service users, not available to finance officers.  Only by requiring that receipts with multiple copies are prepared, will the finance officer and other supervisors know that the transaction occurred. 

There is, of course, still the need for monitoring mechanisms to be put into place to determine whether the rules have been carried out with rewards and sanctions also possibly used to provide an incentive for the hoped-for behaviors.  These mechanisms are most reasonable for the C and E paths in Figure 1.  More problematic are the mechanisms available to provide promote accountability of local public servants and the public they are intended to serve.  Hence much of this section is devoted to the issue of the local bureaucracy being responsive to local residents.

The leading, and extremely large, literature pertaining to accountability of the bureaucracy is in the area of the “New Public Management” (NPM)  As explained by Larbi (1999, p. 14), the NPM “shifts the emphasis from traditional public administration to public management.”  It shifts emphasis from the traditional concerns for centralized, direct control over a hierarchal structure to a more service-oriented, market-like approach to the tasks of serving the public.  In some ways, then, the decentralization of the provision of public services through smaller, local governments is totally in sync with the NPM reforms.  In fact, the theory of the new institutional economics is used to justify both the NPM and decentralized governance arrangements (see for example, Ostrom, et al. 1993).

In developing countries, much of the policy emphasis linked to the NPM has focused on improving management of central government services (not unreasonable since generally in such countries it is the central government that is the primary provider of public services.)  It is most common for efforts at improving local bureaucracy to involve locally posted, central government bureaucrats who are, at least in some cases, formally accountable to local governments (link C in Figure 1)   

One example of increased participation by both local residents and locally posted officers in the budget process in Uganda is reported by Awio and Northcott (2001).  Under the decentralization program in the country, local health services are funded via the local government budget through a combination of conditional and unconditional grants.  The conditional grants must be spent in the specified sector and require ministry approval for reallocation (even within the sector).  Opinion surveys of health ministry officials, district health officers, and representatives of the community, suggest that the local officers’ perceptions of their participation in the budget increased significantly vis-à-vis pre-decentralization.  Average scores on a “participation scale” rose from 1.58 prior to decentralization to 3.58 after (mean scores from a scale ranging from 0 for no participation to 4 for very high participation).  At the same time, the average community scores increased from 0.58 to 2.64.  Ministry of Health officials viewed their participation as decreasing from 3.75 to 2.50 suggesting that their roles were just equal to the local public.  As important, the increased roles of district personnel led the majority of those consulted to feel that their productivity had increased and that there was no closer monitoring of what was taking place within the system.  The authors acknowledge, however, that these apparent improvements are not directly observable and that, at least in some instances, decentralization has led to increased corruption.

India provides examples of several changes in institutional relationship between bureaucrats and the public its meant to serve, although in these instances the formal role of decentralized local government has been much less than in Uganda.  For example, forest protection committees (FPC) have been formed at the village or community level in West Bengal state.  About the only direct role by local government officials is that the Chairman of the local Panchayat Committee on Land Management was given the task of choosing all committee members with the proviso that they include members from economically backward communities.  The effect of organizational change was to give the local FPC a 25% share of net income from timber from state forest lands in return for the locals efforts at protecting the forest from poachers (although the rules also gave local tribal peoples the right to forest products which they had prior to the policy).  Particularly interesting in this case was that the initiative was apparently led by the forest officers themselves (Joshi, 1999 and 2000, cited in IDS).  Their rationale was that without the policy, their task of protecting the state forest from poachers was difficult and sometimes even dangerous.  By increasing the voice of the local people and compensating them for their efforts, the bureaucrats’ tasks were lightened.  The important lesson to be drawn here is that with some changes in rule structures, both parties (here the forest officers and the local public) could gain.

A final example of restructured relationship between higher level authorities, local government and the public they are both intended to serve comes from Brazil.  Tendler 1998, Chapter 2) reports on a health program instituted in 1987 in the state of Ceara.  There were two particularly important aspects of the program that helped promote local accountability.  First, local health agents were hired on the basis of merit rather than on the basis of local political connections and were expected to live in the local community, work full days, visit each household once a month, attend training sessions, and not become politically active.  Second, to monitor these regulations, the job applicants who were rejected were instructed to report on agents who failed to keep these rules.  Thus, rather than relying entirely on monitoring by supervisors who, in small rural communities were unlikely to be able to monitor adequately a large force of agents, the project relied on those who were to be served and those who might gain from detecting shirking in behavior.  

Another aspect of the project, which conflicts with the normative decentralization model is that the hiring and supervision of the project was carried out by employees of the state (higher) level of government.  The role of the local government was to provide a portion of the money necessary to fund the program.  So local governments were not included in the program automatically; instead, the mayor had to explicitly “buy into” the program.  But with a strong local public information campaign (conducted by the state), mayors felt strong pressures (voice) from the local electorate to do so.

In this instance, the voice of people was conducted through both paths A and D with path E a positive one that fostered local accountability.  The E path is, however, not so positive.  It is often perceived (rightly or wrongly) that local governments have insufficient management and technical capacity to successfully implement programs locally.  In response to this perception a central government ministry will post its own employees in the locality and request that they serve the local populous (link D) in response to local political decisions and provide technical information to local political officials (link C).  

In spite of the apparent success of the Ceara program reported upon by Tendler, it is generally felt that such intrusion by central governments will focus accountability of local bureaucrats “upwards” (towards the central government) instead of downwards towards the local populous.  Centrally posted employees will have incentives to satisfy their central ministry superiors in hopes of promotions and transfers to preferred position rather than to serve the local populous.  Thus, it is generally argued that local communities should have the power to hire, pay and discipline staff rather than the center.  Where, due to technical deficiencies of officers available at the local level, central officials are posted locally, their job evaluations should be based on local perceptions of quality of effort.

Even where officers are hired locally, there can be breakdowns in the C links.  For example, local officers are to provide information to the local council but again principal – agent problems can arise.  One type of information concerns the financial requirements of a local government department.  Departmental officers can have strong incentives to maximize their budgets rather than attempt to operate efficiently and local elected officials may not be aware of the true costs of producing outputs with local taxpayers bearing any additional costs due to the resulting production inefficiencies.  Instituting policies that rely on markets, e.g., using private contractors rather than bureaucratic supply mechanisms, constitute one instrument for improving the accountability.  Similarly, using performance indicators can provide more objective measures of performance of local agencies and subsequently be used in the budget process.

V.  Conclusions

As is, unfortunately, often the case in assessing practices at the local government level in developing countries, reaching strong, definitive conclusions about how decentralized local governments can be accountable to those they are intended to serve is difficult.  Even though certain practices have been found to be successful in some locales, generalizing that success to most other locations is often impossible.

The approach taken here has been to begin by reviewing what the theory suggests are practices that lead to accountability on the part of devolved local governments.  The paper emphasizes that accountability at the local government level is a multi-faceted phenomenon.  That is, even though the principal concern when local accountability is considered is accountability of locally elected officials to local residents, it is only a part of the issue, albeit the most critical.  Local government accountability also extends vertically from the local government to “higher” levels of government.  Likewise, since the local bureaucracy constitutes the group with the most direct impact on services ultimately obtained by local residents, they too must be considered a part of the mix since even if local officials are strongly committed to responding to local needs, without appropriate inputs by the bureaucracy, the intended services may not be forthcoming.

The theory underlying fiscal decentralization relies heavily on only two accountability instruments linking local preferences to local elected officials —elections, which serve as a voice instrument and exit, which can be used by resident-consumers of public services to express their strong disapproval of the revenue-service mix provided by a local government.  Since mobility is costly, it cannot be expected to constitute a significant accountability instrument in most developing countries.  And elections, while necessary, are very imperfect accountability instruments. 

The evidence regarding elections as an effective accountability mechanism is mixed.  In some locations participation is high with active and positive involvement of political parties.  Elections rules can, however, significantly affect participation; for example, if local voice is muted by central political parties or central appointment of a significant number of council members, lower participation should be expected.  Likewise, interest in local issues can take second place if elections are held simultaneously with central elections.  Elections can also mute the voice of minorities and the evidence is not clear whether rules reserving a portion of the seats for women or minority groups are effective at raising their voice and of help at insuring local accountability to all.

Both the theory and literature suggest strongly that participation in decision-making beyond elections is necessary for local accountability.  For participation to be effective, however, requires transparency and a willingness on the part of local officials to hear the voices of the local public.  Experience in Bolivia suggests that even legislated participation may not result in broad-based and effective involvement of local residents in local decisions.  On the other hand, the city of Porto Alegre, Brazil has apparently been successful in obtaining wide-scale participation in decision-making.  

Enabling participation is one thing; insuring that it occurs is another.  One general finding appears to be that by allowing local residents to participate in decision-making and by requiring monetary or in-kind contributions towards the outcome of those decisions will increase incentives for participation.  And recent research on social capital suggest that it is a primary determinant of the willingness of individuals to participate in local decisions, especially when there are local “agents” available to tap that capital.  

Transparency suggests that residents can observe the policy alternatives available and the outcomes of decisions.  However, other actors can facilitate the transfer of such information.  These actors include the print and electronic media as well as NGOs (or even the central government) willing to compile and make available information on local public service outcomes.  This is of most use when it is in the form of comparative data so that relative performance can be gauged.

Although the bulk of the participation literature focuses on individuals and non-governmental entities, the business community should not be ignored when the issue of accountability is raised.  While private business often has the reputation of “participating” in local government affairs only for its own narrow self-interest, even that interest can be furthered through a healthy local government that is accountable to all.

Accountability of local governments to the central (or regional) government is also necessary although the nature and degree of that accountability is ultimately critical in determining a municipality’s accountability to its own residents.  Accountability concerning the use of funds transferred to a local government should be as important as accountability of how it uses funds collected directly from local revenue payers.  Likewise since centrally imposed rules over local government actions are, at least in principle, often made to encourage accountability to local residents, insuring that those rules are followed should be of concern to the higher level of government.  

While instruments for insuring accountability, particularly financial accountability, are commonly in place, it is also the case that implementation of those instruments are often poor.  Long delays in financial audits are, for example, more the rule than the exception in many developing countries.  As such they become ineffective accountability instruments.  

Since financial transfers commonly constitute the most important source of revenue to local governments in developing countries, the mechanisms used to transfer funds are critical in determining local accountability.  Where grants are distributed in non-transparent and an ad hoc manner, it is difficult if not impossible for local residents to hold local officials accountable for their financial decisions.  On the other hand, if the granting government provides no autonomy over the allocation of the transferred funds, local participation and voice in the determining outcomes will be minimal.  The key puzzle, then, with respect to central accountability of local governments is crafting a system that permits local decisions but while insuring that those decisions are not wasting scarce resources (whether mobilized locally or from the nation at large).

The final actors with potentially significant roles in accountability outcomes are local bureaucrats.  Normatively this group should be responsive to the decisions of locally elected officials who have made decisions in response to the wishes of the local public (but within the rules established by higher levels of government).  But since the employees and non-elected officers of the municipality are those with the most direct interaction with a broad base of the public, they ultimately are critical determinants of whether actual services flow as intended.  Much of the “new public management” literature focuses on how these bureaucrats can be held accountable to the local public and taxpayers.

Rules can be put into place to encourage such accountability; however, monitoring the outcome of those rules is also necessary because of the principal-agent problem that arises when bureaucrats and public employees have information not available to their employers.  The problem is exacerbated in the case when local non-elected officials are posted in the locality by central government ministries to whom the officials have ultimate loyalty.  In all instances monitoring can most effectively take place by local residents who, if given the authority and means, can report on employee behavior (either positive or negative) and can expect that steps will be taken to insure employee actions that are accountable to the public.

While not easy to accomplish, it is still the case that local accountability is more likely to occur through governance arrangements that rely on locally chosen decision makers who have incentives to respond to those who chose them.  No single accountability instrument is likely to suffice; instead the hoped-for outcomes require participation by local residents, rules that constrain local elected officials from behaving opportunistically, and a local bureaucracy that is responsive to both the local public and its chosen officials.

Figure 1

Accountability Linkages In Devolved System of Governance
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� Such decisions are issues of local service “provision” as opposed to “production” since it is clear that producing services can be undertaken through a variety of arrangements, among them local governments’ own real resources, contracting with private producers, contracting with other public agencies, etc.  This distinction between provision and production can be found in Musgrave (1959) and V. Ostrom, Tiebout, and Warren (1961).


� In theory each of these could be overcome through more alternative arrangements.  Redefining jurisdictional boundaries on a service-by-service basis could avoid the spillover problem; however, it would yield a complex set of alternative jurisdictions that would entail additional costs to insure that citizens’ preferences were satisfied.  Likewise, appropriate production arrangements that take advantage of scale economies without sacrificing provision efficiencies could also be made. 


� Strictly speaking the Tiebout model was developed to indicate how local governments could lead to economically efficient allocation of local public goods and was not intended as a accountability enhancing instrument.  


� For example, the U.S. Agency for International Development’s (USAID) Office of Democracy and Governance includes decentralization policies as one of its mechanisms for furthering democratic governance in developing countries.  Its Decentralization and Democratic Local Governance Programming Handbook explains how decentralization to “elected local governments” (p. 7) can provide the opportunity for the local governance system to become increasingly democratic.


� The concept of “loyalty,” which is included in Hirschman’s  book title, has at times been applied to the case of local government officials being loyal, i.e., accountable, to local elites.  


� Notice that the same schema could be applied to a deconcentrated arrangement for the provision and production of local public services.  What would be removed from the diagram would be the “local government.”  In fact, as suggested above, improved accountability is the reason generally given for relying on devolved local governments rather than deconcentrated departments of central line ministries.


� Blair (2000) focuses only on the linkages between local decision makers and their constituents (A and A’) and on local bureaucrats and local decision makers (C and C’).


� A recent paper by Khemani (2000) tests the hypothesis that voters are “more diligent” in local elections than in national elections.  Using data from state (to represent “local” government) and national elections in India , the author concludes that voters are more “myopic” and concentrate more on recent events in their national election choices while state candidates are viewed on the basis of performance throughout their incumbency.  From that he concludes that voters are more inclined to hold state officials accountable than national office holders.


� The same paper reports a uniformly high level of participation (approximately 95 percent) in elections across various castes throughout the 53 villages.


� For a much more complete array of studies and discussions of participation, see the website Participation Toolkit at http://www.toolkitparticipation.com/.


� Even though active participation beyond taking part in elections is critical to a functioning democratic local government, not all are sanguine about its efficacy (see papers in Cooke and Kothari, 2001).  In some ways the arguments for and against policies espousing participatory decision-making are similar to arguments surrounding devolved governance structures.  The concepts seem generally logical and theoretically sound, however, in actuality the situation is much more complex than many advocates realize and the empirical results of policy outcomes are far from uniform.


� It may come as a surprise that not all higher income countries mandate that subnational government decision making be transparent.  Banner (1999) points out that few local authorities in Germany have developed mechanisms to encourage community participation in local governance.


� Many (but not all) OECD countries have instituted “Freedom of Information” laws (which are applicable to all public bodies) that give interested citizens (including the media) the right to obtain otherwise non-public documents.


� See, for example, Lam (1996) or Ostrom (1996) who focus primarily on the coproduction of irrigation.


� Civil society organizations include a variety of groups including professional organizations, religious groups, trade unions, and traditional organizations.  While all of these may serve as mechanisms to increase local government accountability (at least in terms of serving their own narrower interests), not all are likely to become actively involved in the production of public services.


� The authors note, as well, that party politics and politicians along with a less sympathetic bureaucracy also contributed significantly to the abandonment of the approach.


� Interestingly, there is some evidence that fiscal decentralization is linked to social capital.  A recent cross sectional analysis of developed and developing countries by de Mello (2000) suggests that assigning expenditure functions and revenue sources to lower levels of government can increase social capital.


� The pressures are, admittedly, less if the public service is financed through general revenues since there is no direct link between revenues and the quality or quantity of services provided.


� An analogous project, The Government Performance Project, has been undertaken in the United States by the Maxwell School of Syracuse University in conjunction with Governing magazine.  The project annually produces comparative grades of the performance of state and local governments.  Conversations with those involved with the project reveal that elected officials can become very upset when their jurisdiction is given a “bad grade.”


� Dutta notes that the textile industry in Ahmedabad has had a long history of being involved in civic affairs of the city with mayors during the period 1950-1965 always being mill owners.


� Numerous authors have noted that effective decentralization, paradoxically, requires strong central institutions.  See for example, Adamolekun (1999), Bahl (1999), Ostrom (1996) and Tendler (1997).


� One recent paper that addresses the role of accounting in politics with a focus on devolution (however, with emphasis only on higher income countries) is Ezzamel et al. (2002).


� She reports, however, that some Brazilian municipalities have used external audits to improve transparency.


� Interestingly, in Malawi it was observed that the Department of Local Government approved budgets in which budgeted spending exceeded planned revenues.  See Schroeder , et al. (1998).


� This more traditional perspective has been long debated within the (primarily U.S. dominated) public administration literature with the alternative view holding that the bureaucracy is to serve as a representative of the public and, as such, is a stakeholder itself in the political process.  For a discussion of the issues and review of the western literature on the topic see Saltzstein (1992).


� Performance indicators are, to our knowledge, not yet used extensively at the local in most developing countries.  However, for an example of a compilation of local performance indicators being applied in the U.K. see the web site sponsored by the Audit Commission and the Improvement and Development Agency, � HYPERLINK "http://www.local-pi-library.gov.uk/index.shtml" ��http://www.local-pi-library.gov.uk/index.shtml� which contains a library of such indicators. 
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