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Preface

The World Bank and Poverty Lending
in Rural Mexico

Jonathan Fox'

Mexico has long been one of the World Bank’s principal developing-
country clients, second only to India as a cumulative borrower. Be-
cause of the diplomatic sensitivity of the Bank-government relation-
ship, however, nongovernmental policy analysts have generally been
limited to making inferences about the Bank’s role, with little access
to independent empirical evidence about how decisions are made or
where the funds actually go. Indeed, until the World Bank’s 1994 re-
form of its information disclosure policy, even the most basic project
information was confidential {Udall 1994; World Bank 1994a). Most
project evaluation information remains confidential.

The following study of a community development project suggests
both possible similarities and differences with the rest of the growing
“social sector” component of Mexico’s World Bank portfolio. The
findings, however, are limited to one subcomponent of one loan in
one state, among dozens of past, present, and future rural develop-
ment loans. This preface situates the study in a broader context, pre-
senting a brief overview of World Bank lending to Mexico over the
past decade.

In the 1960s and 1970s, the World Bank invested heavily in Mex-
ico’s state-led, import-substituting industrialization project. After the
1982 collapse of the oil-debt boom, however, both the Bank and the
dominant currents within the government concluded that the limits of

"This preface draws from the author’s ongoing research into the World Bark's
Mexico portfolie, which began after the following study was completed. This research
was made possible by an International Affairs Fellowship from the Council on Foreign
Relations, as well as research grants from the John D. and Catherine T. MacAribur
Foundation (Program on Peace and International Cooperation) and the Social Science
Research Council.
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this strategy had been reached, and both began pushing the state to-
ward dramatic economic liberalization. As a 1994 internal World
Bank evaluation of its relationship with Mexico found:

Bank/Mexico relations, while always generally good, have
become closer and more stable over the last decade. Im-
proved arrangements for collaboration and coordination
have increased the ability of the relations to avoid or with-
stand frictions, and external events and changes in atti-
tudes have increased the acceptability of Bank advice and
financing by Mexico {World Bank 1994b: iii).’

This study concluded that the Mexican government had long limited
the Bank’s role to financing and to certain sectors but began to wel-
come Bank policy advice after the debt crisis.’

In the middle and late 1980s, the Bank’s Mexico portfolio concen-
trated on structural adjustment, liberalization, and infrastructure, but
by the early 1990s the portfolio began to include significant lending
for antipoverty and environmental projects.’ Table 1 shows the pat-
terns of 1986-1996 World Bank loans to Mexico, including those proj-
ects still in the design phase {in chronological order). The overall
amount of lending evolved in a “sideways-5” pattern, rising sharply
in the late de la Madrid and early Salinas presidencies, falling in the
early 1990s, and then rising again in response to the 1994 peso crisis.’
Total lending commitments for the five-year period 1986-90 totaled
U.5.59.9 billion, with only 8.6 percent allocated to poverty-targeted
loans.” As table 2 shows, total lending for 19911995 fell slightly, to
$8.4 billion, but the share allocated to poverty-targeted lending rose

*This report was summarized in Chatterjee 1995 {published in Mexico as IPS
1995a).

"This study also found that the performance of its ioans to Mexico was quite un-
even, with a 1948-1992 “unsatisfactory” project rate of 32 percent (23 percent higher
than the average failure rate of 26 percent for the same period worldwide). Most of
these problem projects were concentrated during the late 1970s and early 1980s. In
terms of the Bank's economic “sustainability” evaluation criteria, of the 1964-1987
projects analyzed (31 of 68), 35 percent were rated as “sustainable,” 39 percent as
“uncertain,” and 26 percent as “uniikely” (World Bank 19%4b: 140). Note that these are
internal evahzation criteria, based on Bank and government information. Nongovern-
mental policy analysts, with different impact criteria and access to independent, field-
based information, might come to different conclusions.

‘For a Mexican NGO critique of structural adjustment, see Heredia and Purcell
1994

*For the Bank’s official public analysis of the causes and effects of the peso crisis,
see Burki and Edwards 1995.

“Nete that the dates of {fiscal year) lerding commitments do not correspend to
disbursements, since projects are carried out over several years, usually followed by a
five-year grace period before repayment begins.

TasLel
WORLD BANK LOANS TO MEXICO, 19861996

Loan Commitments

Fiscal Years (LSS millions)
1986 1,204
Railways V 300
Agricultural Credit IX 180
Housing Development ' 150
Agricultural Development Il (Chiapas-PRODERITH) 109°
Emergency Reconstruction 400°
Municipal Development 40
Solid Waste Pilot 25°
1987 2,013
Trade Policy I 500°
Industrial Recovery 35G
Technology Development 48
Export Development II 250°
Urban Transport 125
Agricultural Financial Intermediation 400
Small and Medium Industry IV 185
Agricultural Extension 20
Highway Maintenance 135
1988 1,895
Manpower Training 80
Trade Policy 11 500°
Steel Industry Restructuring 400°
Agriculture Sector Adjustment ] 3007
Fertilizer Industry Restructuring 265°
Ports IV 50
Housing Finance 300
1989 2,230
Industrial Restructuring 250
Hydroelectric Development 460
Financial Sector Adjustment 500°
Public Enterprise Reform 500°
Industry Sector Policy 500°
Water, Women, and Development 200



{TABLE 1 CONTINUED)

1990

Foresiry

Low-income Housing 11

Agricultural Marketing 11

Interest Support

Power Transmission & Distribution

Road Transport & Telecommunications
Telecommunications Technical Assistance

1991

Water Supply & Sanitation

Basic Health Care

Export Sector

Agricultare Sector II

Decentralization & Regional Development
Mining Sector Restructuring

Technical Training III

1992

Primary Education

Iirigation & Drainage
Environmental/Natural Resources
Agricuitural Technology

Science & Technology Infrastructure
Housing Market Development

1993

Initial Education

Labor Market & Productivity

Medium Cities Urban Transportation
Transport Air Quality Management
Highway Rehabilitation & Traffic Safety

1994

On-Farm & Minor Irrigation
Primary Education II
Northern Border Environment
Water and Sanitation 11

Solid Waste [T

2,607.5

455
350"
100

1,260°
450
380°

22

1,882

300°
180"
300°
400°
350"
200
152

1,489

2501
400
50°
150
188
450

1,154

8¢’
174
200
220°
480

1,530

200
417
368
350
200°

(TABLE 1 CONTINUED)

1995 2,387.4
Rain-fed Areas Development 85
Decentralization & Regional Development I 500°
Technical Education 265
Financial Sector Technical Assistance 23.6
Financial Sector Technical Assistance i38
Financial Sector Restructuring 1,000
Essential Social Services 500

1996 {partial)

Infrastructure Privatization Technical Assistance 30
Basic Health Care I 310

Projects under preparation

Rural Financial Markets Technical Assistance 35
Federal Roads Modernization 300
Financial Sector Restructuring II 500
Housing I 450
Basic Health III 200’
Menterrey Environment 50°
Sustainabie Development 150*
State and Municipal Management 30
Industrial Poliution Contrel 150°
Integrated Hazardous Waste 200°
Aquaculture 507
Community Forestry 50™
Power Transmission & Distribution 400
Water Resources Management 150
Preschool Education I 320

Project types (based on World Bank descriptions):

Project targeted primarily to very low income citizens.
*Structural adjustment loans (policy- rather than project-based).
*Significant environmental componens.

Note: The 1988 and 1993 labor training projects (PROBECAT) also included

significant poverty-targeted subcomponents focused on unemployed work-
ers. See Revenga, Riboud, and Tan 1994.

Sources: World Bank, Annual Reports, Country Operations data (LA2CO),
Monthly Operational Summary, February 1, 1996 (for projects in preparation

phase). Some loans were subsequently restructured, reducing their tota]
amounts.
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TABLE 2
CHANGING SHARE OF WORLD BANK POVERTY
AND ENVIRONMENTAL LENDING TO MEXICO, 1986-1995

Total Lending

Comunitments Poverty-Targeted Environmental
(USS billions) (%) (%}
1986-90

9.949 8.6 0.45
199185

8.442 279 14

to 27.9 percent and the environmental share rose from insignificant
levels to 14 percent. “Poverty-targeted” is defined here as loans that
primarily fund services and investments whose social and geographic
scope give prierity to low-income citizens (examples include basic
heaith and education in the poorest states). The categorization of
some projects may be ambiguous, since several projects that include
poverty-targeted subcomponents representing less than half of the
loan are not included. Moreover, this list does not attempt to docu-
ment the actual degree of poverty targeting in practice, since that de-
pends largely on the government's implementation process, which
would require detailed, field-based independent analyses to assess.
The goal here is more lirnited: to identify broad trends in the World
Barnk's Mexico portfolio.

The World Bank's early 1990s social strategy was quite congruent
with the government’s policy. Note, for example, a 1991 World Bank
study by Santiago Levy, who later became an undersecretary of fi-
nance in the Zedillo administration and an influential liaison with the
World Bank.

The main determinants of poverty in Mexico are macro-
economic uncertainty, an urban bias in social and infra-
structure spending, and institutional arrangements and
government policies in rural areas that discriminate
against the poor (Levy 1991: 1)

"The summary of his findings went on to recommend: “Benefits to the poor should
be administered under a single program that simultaneously delivers food (through
coupons rather than price subsidies), preventive health services, and information on
hygiene, birth control and food handling” (1991: 1). The government began use of a
sophisticated card for free tortillas to means-tested urban poor in the early 1990s and

Preface xvii

The World Bank’s antipoverty strategy shared this broad approach,
attempting to improve the targeting, coverage, and quality of basic
services in the poorest regions of Mexico." The Bank's sigmificant in-
vestments in human capital formation in the early 1990s included
large loans for basic health, education, and community infrastructure,
each targeted to four of the poorest states (see map). By the mid-
1990s, each of these projects was followed by successor loans that ex-
panded their territorial coverage to more states, as well as a large,
quick-disbursing health and education loan as part of the response to
the peso crisis and a push toward greater decentralization to state
governments.”

Though targeted to largely indigenous populations, these social-
sector projects included few measures that followed the World Bank’s
1991 indigenous peoples policy directive, which mandated “informed
participation of the indigenous peoples themselves” in all phases of
the project cycle.” More generally, in contrast to the World Bank’s
recognition of the importance of human capital to the development
process, its Mexico strategy has only barely begun to recognize the
development potential of Mexico's secial capital. Through decades of
effort, many of Mexico’s rural and indigenous citizens have managed
to “scale up” their village-level social capital to build broad regional
and national networks of community-based economic and civic or-
ganizations (Fox 1996). In contrast to the Bank’s tendency to repro-
duce the conventional “public-private sector” dichotomy, it should be
noted that two small new Bank projects in the design phase have in-
cluded some participation by representative social organizafions and
nongovernumental development organizations. These projects are de-

begar: to extend it to other programs on a pilot basis in March 1996 in the state of
Campeche.

"This approach contrasted with past government rural development efforts, some
supported by Bank loans, intended to make family farming economically viable. Dur-
ing the Salinas presidency, the deminant tendency among government policy makers
assumed that an abrupt increase in rural out-migration was both likely and economi-
cally necessary (Fox 1994a, 1995).

"The basic project documents for post-1994 loans are publicly available through
the World Bank’s Public Information Center, 1818 H St., Washington, D.C. 20433, FAX
202 522-1500, pic@worldbank.org. These reports, known as Staff Appraisal Reports,
contain extensive information that is not easily accessible within Mexico, though they
are only made public once the loan is signed. Most of the reports have not been trans-
lated, and as of early 1996 even the English-language versions were not publicly avail-
able within Mexico from either the Bank Resident Mission or the government.

“The 1994 second basic educatior foan did include funding for the development
and more effective distribution of free textbooks in seventeen indigenous languages.
For further discussion of the World Bank’s indigenous peoples policy, see Buhl 1994,
available by request through the Bank Information Center, 2025 1 St. {400) NW,
Washington, D.C. 20006, FAX 202 466-8189, bicusa®igc.apc.org.
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signed to support community forestry and sustainable development,
and both focus significantly on Oaxaca.”

While some economists would still argue that macroeconomic
growth will necessarily reduce poverty (in the long run), the World
Bank’s public post~peso crisis analysis suggests some rethinking:

Improving income distribution and alleviating poverty
cannot be left to trickle-down consequences of economic
growth. Government policies—in particular fiscal pro-
grams and tax administration efficiency and fairness—are
critical for improving the distribution of income and reduc-
ing poverty. As Mexico is discovering, stabilization pro-
grams have a better chance of succeeding if political peace
can be secured with the help of social safety nets (Burki
and Edwards 1995: 6).

At the same time, Mexico's peso crisis put macroeconomic stability
and investor confidence back on the top of the Bank's agenda—most
evidenily through its $1 billion 1995 loan to deal with the crisis of the
private banking system.” The full implications of Mexico’s difficult
macroeconomic situation for the World Bank’s social and environ-
mental portfolio in Mexico are not yet clear. The peso crisis did sig-
nificantly undermine the viability of those World Bank—funded
environmental infrastructure projects whose design relied on the ca-
pacity of state and local governments to borrow counterpart funds.
As a result, some largely undisbursed loans were subsequently re-
structured (that is, cut back), including the high-profile Northern
Border Environment Project (IPS 1995b).

Has World Bank involvement helped to increase the pro-poor tar-
geting, coverage, and quality of the government’s social investments?
What is the relationship between the now-significant level of social
and environmental investments and the rest of the World Bank’s

" The Mexico Aquaculture project, due to be finalized in mid-1996, also includes a
social investment component, targeted to indigenous fishers, that is open fo social
organization and NGO participation. The official summaries of Bank projects in the
design phase, known as Project Information Documents {PIDs), are available from the
World Bank’s Public Information Center. The summary of the project known as
“Sustainable Development,” originally known as “Agricultural Development and
Rural Poverty,” is the first one to have been officiatly translated into Spanish by the
Bank. For Spanish translations of nominally public Bank project information, contact
the new Mexican NGO, Trasparencia, S.C. (Av. de los Maestros 91-8, Col. Santo
Tomds, C.P. 11430, México, D.E, trasparencia@laneta.apc.org.mx).

*In an apparent exception to the Bank’s information disclosure policy, only a Pub-
lic Information Document on this loan is available from the Public Information Center
(that is, only a summary, not the full Staff Appraisal Report). The official policy on
information disclosure permits exceptions if “extensive Issues of confidentiality arise”
(World Bank 1994a, 1994b).

strategy in Mexico? These questions can only be answered with ex-
tensive and independent project monitoring and evaluation, inchud-
ing a careful disentangling of the different roles of diverse actors
within the World Bank, the Mexican state, and civil society. More-
over, project evaluations will be most useful to Mexican civil society if
they are produced and made public in “real time,” as the projects are
being designed and implemented, rather than long after the funds
have been spent.

The changes in the World Bank’s Mexico portfolio are unfolding in
a broader international context. The World Bank has proclaimed a
wide range of environmental and social reforms since the late 1980s
and early 1990s, largely in response to international pressure from
nongovernmental organjzations and donor governments they have
managed to influence.” These policy reforms promise greater sensi-
tivity to the environment, poverty targeting, gender, and mndigenous
peoples. They also promise changes in decision-making processes,
including greater public access to information, the creation of an offi-
cial channel for investigating complaints from people affected by
projects, more community-based participation, more extensive coop-
eration with NGOs, and official concern for pro-accountability gov-
emance reforms. Notable trends include the increased internal
legitimacy of the reform wing that favors “stakeholder” participation
in project design and implementation (World Bank 1994c, 1995, 1996).
Tangible progress toward reform implementation on the ground re-
mains uneven, however, and most NGO critics remain skeptical.

In 1995 a dynamic new president came to the World Bank.
Whether he will significantly accelerate the implementation of the
promised reforms is still unclear. He did visit Chiapas for one day,
saw local projects, met with a few organizations, and left quite con-
cerned about the low impact of the government social investments
funded by Bank loans. Whether this concern will translate into sig-
nificant changes in strategy or the portfolio remains to be seen.

For researchers interested in these issues, the main challenge is to
explain the varying degrees to which the World Bark’s new reform
discourse actually influences lending patterns, state practices, and
relations with underrepresented groups in civil societies around the
world. In practice, the distance between policy and practice will be
largely determined by civil society’s capacity to influence the policy

PFor a comprehensive mainstream overview of the challenges facing the World
Bank, see the Bretton Woods Commission report (1894). For overviews of Bank-NGQ
relations, see Fox and Brown n.d.; Nelson 1995; Paul and Israel 1991. Among the vast
critical NGO literature on the Bank, see Rich 1994, among others. For regular coverage
of World Bank-NGO debates, see Bankcheck Quarterly and the many electronic confer-
ences on Econet.
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process and to hold both the government and the World Bank ac-
countable for their development decisions.

1

Introduction

The international development policy mainstream increasingly rec-
ognizes that governance issues must be taken into account to make
development policy reforms effective.’ By the early 1990s, decentrali-
zation gained widespread support around the world as the proposed
solution to long-standing problems of public-sector efficiency and
equity. The widely held assumption is that by bringing government
decision making closer to the citizenry, decentralization increases
public-sector accountability and therefore effectiveness. In practice,
advocates of decentralizing antipoverty policy often assume that de-
volving decision making to state and local governments necessarily
increases development effectiveness and responsiveness to the citi-
zenry. Some recognize that Jocal governments need to be strength-
ened in order to carry out their newly devolved responsibilities, but
this process has received much less attention. For example, little is
known about what happens if decentralization precedes the institu-
tional changes needed at state and local levels. Indeed, the empirical
evidence on the actual capacity of local governments to improve de-
velopment outcomes has lagged behind the enthusiasm for decen-
tralization {Gershberg 1993, 1995).

The wave of enthusiasm for decentralization has been encouraged
by its conceptual compatibility with the decentralized mechanisms of
productive resource allocation associated with free markets. This in-
fluential approach considers decentralization to be the appropriate
mechanism for reforming the provision of public goods such as
health, education, and targeted poverty-reduction programs. How-
ever, just as concentrated market power, rent seeking, and other kinds
of market failure can block the private sector's promised productive

*See World Bank 1994d. For an assessment of the limits to a depoliticized ap-
proach to “governance,” see Fox 1995.
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efficiency, authoritarian and/or bureaucratic concentrations of power
at Jocal and state levels can prevent decentralization from leading to
increased public-sector efficiency and accountability. The study that
follows suggests that devolving project-funding decision making to
local governments is not likely, by itself, to promote increased ac-
countability or efficiency.” The outcome is promising where local
governments are already democratic and responsive to their citizens,
as in Mexico's state of Oaxaca. Where these prior conditions do not
hold, however, decentralization could actually reinforce authoritarian
rule at the local level, as in the states of Chiapas or Guertrero.”

The linkages between decentralization to local governments and
community participation are uncertain in a wide range of countries.
Although municipal development funds are in increasingly wide-
spread use around the world, most do not encourage community
participation. As one study of nine different programs in eight coun-
tries concluded, “to the extent that municipal development funds de-
volve decision-making power, they typically give it exclusively to the
mayor rather than include the local legisiative body and community
associations” (Ferguson 1993: 168). Rural local governments are es-
pecially problematic. They can be very direct channels for targeted
antipoverty programs because they ostensibly represent the poorest
of the poor, but they are usually the poorest and institutionally weak-
est local governments. For example, small local governments may be
at a special disadvantage for carrying out development activities that
involve economies of scale (Prudhomme 1994). The capacity of rural
local governments to represent the poorest citizens presents an even
greater problem. Even if electoral politics are competitive at the na-
tional level, rural political maps are usually quite uneven, often
dominated by entrenched authoritarian redoubts, perhaps dotted by
enclaves of relatively democratic pluralism (Fox 1994b). Official de-
centralization programs rarely take this heterogeneity into account.
Researchers face the challenge of documenting generalizable patterns

"This is quite consistent with Gershberg's comprehensive econometric analysis of
Mexico's educational system performance, which found that decentralization without
accountability is unlikely to produce improved setvice delivery (1993, 1995).

*Graham makes 2 similar observation, citing experiences in West Bengal and Ne-
pak “unless local power structures are aiso reformed, decentralization may merely
allow the local elites to become more powerful” (1994: 12). Few researchers have
grappled with the question of which level of government is most appropriate for de-
centralization of which activity. When should responsibitity be devolved to state gov-
emments and when to local governments? Some assume that “more local is always
better,” but findings from northeast Brazil suggest that reformist health and agricul-
tural extension programs succeeded there largely because a democratized state gov-
ernment did not cede coniral to clientelistic municipalities (Tendler and Freedheim
1994}, In Mexico, in contrast, strengthening states versus muricipalities could have a
very different result.

Introduction 3

amidst inherently heterogeneous local development decision-making
processes.’

The study of policy implementation that follows analyzes diverse
project processes and outcomes in programs designed to strengthen
local government and community decision making in the poorest ar-
eas of rural Mexico. This study had three main goals. The first was to
document how the Municipal Selidarity Funds program works and to
assess the development impact of these community development
block grants. The second goal was to analyze the broad patterns of
local decision-making processes that led to project choices and influ-
enced the process of project implementation. The choice was made to
emphasize breadth over depth, in order to permit a statewide assess-
ment of program performance. The third goal was to explore the re-
lationship between process and outcome, to understand better how
the process of community participation affected development impact.
Because of the diversity inherent in decentralization outcomes, the
empirical findings are not generalizable beyond the state and pro-
gram studied. In order to highlight the causes and effects of a full
spectrum of degrees of local participation, the study needed to focus
on a state where a significant level of community participation was
likely to be found. The study focused on Oaxaca, a state of approxi-
mately three million people. Oaxaca’s system of local government is
urugue in Mexico, since the jurisdictions are much smaller, more nu-
mercus, and relatively more autonomous than in other Mexican
states.

Even with Oaxaca's relatively favorable environment for decen-
tralization and community participation, the study found a wide
range of project processes and outcomes, permitting a comparative
analysis of what works and what does not. The first phase of the
study produced generalizations about project decision making based
on a representative sample of municipalities in the state, while the
second phase concentrated on the determinants of micro-level project
impact in a subset of these municipalities. In terms of the implications
for the decentralization of development decisions to rural local gov-
ernment in Mexico more generally, the study's findings strongly sug-
gest hypotheses about the factors that are likely to favor or block
broad-based community participation in states with less hospitable
mstifutional environments.

“For one of the most prominent recent studies of the cutcomes of decentralization
and the impact of prior social legacies, see Putnam 1993. Crook and Manor's cross-
national comparison locks at completely different cases but comes to similar conclu-
sions (1994). For an assessment of Putnam's argument in the rural Mexican context, see
Fox 1996.
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Chapter 1

Rural Poverty in Mexico

Extreme poverty worsened throughout the 1980s and 1990s in Mex-
ico, in spite of the 1989-1994 period of apparent macroeconomic sta-
bilization and growth. The 1992 United Nations/Mexican gov-
ernment household survey found that the percentage of Mexicans
living in “exireme poverty,” measured by their capacity to buy a
mirimum basic market basket of food, did fall from 14.9 million
people in 1989 (18.8 percent of the population) to 13.6 million in 1992
(16.1 percent) (INEGI-CEPAL 1993a). However, the absolute number
was still higher than in 1984, when it was 11.0 million people (15.4
percent of the population). While the official data show a drop in both
absolute and relative extreme poverty levels from 1989 to 1992, both
indicators remained significantly higher than in 1984—then already
two full years into the debt crisis.’

Disaggregating the data into wrban and rural patterns shows
sharply diverging trends.” The aggregate 1989-1992 drop masked two
completely different tendencies. The number in extreme poverty in
urban areas fell from 6.5 million in 1989 to 4.8 million in 1992. At the
same time, the number in extreme poverty in rural areas increased
from 8.4 million to 8.8 million. So the overall drop of 1.3 million re-
flected the combination of an increase of 0.4 million in rural areas,
offset by a 1.7 million drop in urban areas. The concentration of the
population in “extreme poverty” in rural areas also grew between
1989 and 1992, from 73 percent of the extremely poor in 1989 to 83
percent in 1992, The population in extreme poverty in Mexico's rural
southern states was greater than the entire population in extreme
poverty in urban areas. Notably, rural extreme poverty is on a steady
upward trend across the three official surveys, from 6.7 million in
1984 to 8.8 million in 1992—in sharp contrast to the “inverted U”
pattern from 1984 to 1992 in urban areas. In other words, macro-
econornic stabilization and urban/industrial economic growth coex-
isted with worsening levels of absolute poverty in rural areas before
the peso crisis of 1994.

*The official data showing a reduction: in absolute levels of poverty provoked a
great deal of debate and skepticism within Mexico. While the National Solidarity Pro-
gram reported large increases in the coverage of basic services such as water and elec-
tricity, especially in urban areas, this would not have affected the INEGI-CEPAL
survey, since its poverty line was based on incotne levels. See INEGI-CEPAL 1993b.

““Urban” is defined as “localities of 15,000 inhabitants or more.” This is a low
threshold. If “localities” refer to entire municipalities rather than urban concentrations
within municipalities, then it is quite low. Most municipalities in rural areas include
both urban centers and significant numbers of people in outlying villages and hamlets.
As Boltvinik's methodological critique points cut, the government used a rural poverty
line that was below the cutoff used to determine extreme poverty in urban areas,
leading to a tikely underestimate of rural poverty levels (1595).

Introduction 5

Municipalities and Rural Development

The Mexican government has carried out a wide range of regional
and local development programs since the early 1970s, but federal
agencies continued to make the key decisions even at the most local
levels, at least until recently. Since 1989, the Mexican government be-
gan to channel significant amounts of resources to municipal gov-
emmments to fund development projects to be chosen by Iocal
communities, under the umbrella of the multifaceted National Soli-
darity Program (PRONASOL). The Municipal Funds program, like
the National Solidarity Program more generally, fargeted the urban
poor, peasant smallholders, and indigenous communities.” The Mu-
nicipal Funds program was among the most decentralized of the
various’ Solidarity programs; others channeled their funding fhrough
local govemments or social organizations while the key resource allo-
cation decisions often remained in the hands of state or federal offi-
cials. As part of its strategy to support development programs
targeted to the rural poor, the World Bank financed the Municipal
Solidarity Funds with a U.S.$350 million Decentralization and Re-
gional Development project (covering the states of Qaxaca, Hidalgo,
Chiapas, and Guerrero from 1991 to 1995)." Municipal Funds were
only one of many project components at first, but since they were
considered the most successful, they accounted for the bulk of project
allocations by the end of the loan.’

The Municipal Solidarity Funds represent the confluence of two
policy streams in Mexico. The first is a series of innovations in the

"For the 1989-1993 period, Municipal Funds accounted for 14 percent of Solidarity
spending (SEDESOL 1993a: 26}. For overviews of the National Solidarity Prograr, see
Cornelius, Craig, and Fox 1994. It should be noted that the highest levels of per capita
Solidarity spending were in the middle-income rather than the poorest states, at least
for the 1990-1992 period (detailed data presented in Fox 1995). This is consistent with
the statistical findings that interstate spending levels were significantly correlated with
electoral calendars (Molinar and Weldon 1994).

"In contrast to some of Solidarity's other components, the Zedilio administration’s
support for the Municipal Funds component continues to be strong, By 1995, the Social
Development Ministry reported that over 90 percent of federal funds for regional de-
velopment were channeled through state or jocal government, at least 50 percent
through municipal governments. Lu Gacetz (SEDESOL}, April 15, 1995.

'The project was originally designed te allocate 30 percent of its funds to produc-
tive projects in low-income rural areas, but SEDESOL only disbursed 5 percent of Pproj-
ect funds for productive investments. Autonomous grassroots producer organizations
from the four project states charged that they should have been eligible for these proj-
ect funds (Pérez 1993). World Bank officials took this experience into account when
designing the second Decentralization and Regional Development project in 1994,
which primarily supports Muricipal Funds, rural drinking water, and secondary road
repair and maintenance. By 1995, planned World Bank loans to suppost productive
investments with social organizations in low-income rural states were under negotia-
tion with the Agriculture and Environment Ministries.
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Mexican government's antipoverty programs over the past two dec-
ades. Successive reform initiatives have tried different combinations
of communrity participation, job creation, and community implemen-
tation and oversight of projects (with wide regional variatons as
well). The evolution of these varicus efforts—from PIDER in the mid-
1970s to IMSS-COPLAMAR and CONASUPO-COPLAMAR in 1979-
1982, and now PRONASOL since 1989—has involved significant
movement away from traditional clientelist politics toward greater
nwvolvement of community participation in the local implementation
of those development programs controlled by reformist policy makers
(Fox 1992, 1994c). This trend was paralleled by the spread of autono-
mous organizations of low-income people, usually based on pro-
ducer, consumer, village, or neighborhood associations (Fox and

Hemandez 1992). Societal participation in development decisions re- |

mained limited to project implementation at the local level. Poverty
reduction strategies generally excluded any societal role in policy
formulation, though there were partial exceptions in a few regions
and sectors. One case is the notable, though partial, impact of the
autonomous smallholder coffee movement on sectoral policy, and
another is the National Indigenous Institute's “Regional Solidarity
Funds” (Herndndez and Celis 1994; Fox 19%4c). Only in these two
cases did the government allow autonomous social organizations to
go beyond project implementation and participate in resource alloca-
tion decisions.

By the early 1990s, Mexico's uneven cycles of targeted and pro-
participation federal antipoverty programs began to converge with a
gradual process of administrative and constitutional reforms to
strengthen the municipality. Through the 1983 amendment of the
Mexicar Constitution's Article 115, municipalities gained more re-
sponsibility in service delivery, and town councils were created to
decentralize municipal administration. This reform was partial, since
it did not match the new development responsibilities of municipali-
ties with greater sources of revenue, especially in low-income rural
areas.” Only in 1990 did the government's revenue-sharing formula
begin to reduce its bias against poorer, rural states.”” The Municipal

“On municipal teform, see, among cthers, Cabrero 1995; Martinez Assad and
Ziccardi 1987; Massolo 1991; Merino 1994; V. Rodriguez 1993; Rodriguez and Ward
1998; Ziccardi 1995a, 1995b.

" According to the World Bank’s analysis, the pre-1990 federal revenue-sharing
formula gave poorer states, on average, one-third the per capita amount received by
richer states. The 1989 Ley de Coordinacion Fiscal's new formula reduced the ratio of
transfers to the three richest entities (Nuevo Ledn, Baja California, and the Federal
District) as compared to the six poorest states from 3:1 in 1989 to 2:1 in 1992. The im-
balance in capital investments was much greater, with “a few states and the Federal
Diistrict receiving three times the average level of investment per capita of the rest of
the states combined” (World Bank 1994e: 4).
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Solidarity Funds program involved a convergence of these two in-
cipient and uneven policy trends. Where these trends can become
mutually reinforcing—as in Oaxaca—they have potential to increase
the capacity of municipal government to respond to local develop-
ment needs with greater efficiency and accountability.

Important as these twin reform trends are, they were not represen-
tative of national federal investment spending, at least through 1992.
Indeed, the Municipal Funds program takes on special importance in
the context of overall 1990-1992 federal investment patterns that were
“skewed in favor of the wealthiest states. . . . [Alverage annual per
capita federal investment in the poorest states was N$381 [new pesos]
while the wealthiest states received N$765—more than twice as
much.” Solidarity investment accounted for 17 percent of this total
federal investoent, but even Solidarity spending “has not targeted
the poorest states; every year during this period per capita Solidarity
expenditure in the medium cohort [of state-level marginality indica-
tors] has exceeded that of the high cohort, and in like manner the high
cohort has been systematically greater than the very high [poorest]
cohort.”” In contrast to the ambiguous criteria for interstate allocation
of overall Solidarity spending, the Municipal Funds program at-
tempted to target development funds to the rural areas within the
four states funded by the World Bank. The follow-on World Bank
project, Decentralization and Regional Development II, explicitly lim-
ited its funding to rural municipalities in the four original states, plus
four new ones.”

“Data from the annual Presidential Report, analyzed by World Bank staff and pub-
lished in Fox 1995. See also Molinar and Weldon 1994 on interstate Solidarity spending
patterns. Because public Solidarity investment data are available only at the state leve],
these analyses do not indicate whether furds reached pocrer regions or social groups
within these states. The increased social spending targeted ta Chiapas in 1993 and 1994
took place after both of these studies were concluded.

"See World Bank 1994e. For Further discussion of Mexico's revenue sharing and
pro-poor government-spending targeting, see World Bank and Inter-American Devel-
opment Bank 1995,
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Research Design

The study was designed to focus both on the degree to which the
Municipal Funds involved community participation and on the im-
pact of decision-making processes on development projects. This
meant that it was important to choose a state where some degree of
participation was likely. If a similar study were carried out in Guer-
rero, for example, where both state and local government are widely
seen as highly authoritarian, we would have expected to find little
genuine participation, and therefore would have been unable to shed
light on the relationship between participation and development out-
comes. Of Mexico's poorest, largely rural and indigenous states, Oa-
xaca presented the most promising conditions for finding some de-
‘gree of successful community participation.

State and local government in Qaxaca has long been understood to
be unique in Mexico. Oaxaca is well known to be a largely indigenous
state, but most important for the Municipal Funds program is the
high degree of indigenous self-governance throughout much of the
state.’ In terms of the structure of local government, Oaxaca's munici-
palities are much smaller than in most of Mexico, in terms of both
territory and population. This smaller scale combined with long-
standing indigenous traditions of active citizen participation in com-
munity decision making to favor the prospects for the success of the
program.” The mayors in the smallest communities tend to be chosen

' The state accounts for 18.3 percent of Mexico's total indigenous population na-
tionally, more than any other state. The census shows more than 52 percent of Oa-
xaca's population as indigencus-language speakers, tied for first place with Yucatdn
{Embriz et al. 1993: 38). Nationally, according to corrected census data, at least 10 per-
cent of Mexicans speak an indigenous language (INI 1990: 12-13). Independent esti-
mates range up to 15 percent.

*Professor Diaz Montes of the Autonomous State University of Oaxaca estimates
that only approximately 10 percent of Oaxaca's well over four hundred predominantly
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in community assemblies, through either voting or rotating commu-
nity responsibility systems (cargos). Legally the term is for three years,
but in the smallest municipalities and in most outlying rural hamlets
{agencias) the term is usually only one year (because of the opportu-
nity cost of giving up income-generating activity).

In spite of Qaxaca's frequent and diverse conflicts between state
authorities, local governments, and citizens' movements, the state
government is relatively tolerant of autonomous local participation
{compared to other rural states).” Because of Qaxaca's large number
of municipalities (570} and eight ethnically and geopolitically distinct
regions, a large sample was needed to be able to generalize about
program operations throughout the state. The first phase of the study
selected fifty municipalities for initial field visits, documenting pro-
gram operations and looking for general patterns in terms of how
projects were chosen. The second phase looked more closely at local-
level project impact, especially outside the town centers, to try to
learn more about the relationships between project decision making
and social impact. This phase produced both a project impact data
base, znalyzed below, and a series of more in-depth qualitative mu-
nicipal case studies.’

The first-phase sample attempted to be as representative as possi-
ble of Oaxaca's municipalities. In each of the state’s eight distinct re-
gions, four to eight municipalities were visited.” Sample selection also
ensured the inclusion of all the state's major ethnic groups. Each re-
gional sample was further divided into several small, medium, and
larger municipalities, with relative size varying according to regional
standards (for example, a large municipality in the Sierra Norte
would be considered small or medium-sized in the Central Valleys).
This sample therefore combined diversity both within and between
regions. The study covered the first three annual Municipal Funds
project cycles (1990 through 1992). In thirty-eight of the fifty munici-

indigenous municipalities are dominated by authoritarian local bosses (personal com-
munication).

*For recent Oaxaca state government “pro-decentralization” discourse, see Car-
rasco 1995. On local political conflicts in Oaxaca, see, among others, Campbell 1994;
Dennis 1987; Diaz Montes 1992; Greenberg 1989; Parnell 1988; Rubin 1994, n.d.

“The project data base, including diverse social indicators and project performance
data, is presented in Fox and Aranda 1994, Summaries of the in-depth municipal cases
are presented in appendix 2.

“Listed in appendix 1. Four additional municipalities in the first sample were omit-
ted from the study for varying reasons. Three were discovered to be off limits because
of the threat of violence {one because of local political conflict, the other two because of
narcatics activity). Another municipality was incommunicado due to weather condi-
tions.

“On Oaxaca's ethnic diversity, see Barabis and Bartolomé 1986; Acevedo et al.
1993. For descriptive data on Qaxaca's municipalities, see Centro Nacional de Estudios
Municipales 1988.
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palities sampled, the entire population lived in localities with fewer
than six thousand inhabitants.” The first phase of field research was
carried out by a team of six Qaxaca-based social development experts.
Insofar as was possible during local visits averaging about two days,
researchers interviewed then-current (1993-95) and past {1990-92)
mayors and other municipal authorities (especially treasurers), lead-
ers and members of local Solidarity Committees, agrarian authorities,
and citizens in general. The research protocel involved a set of inter-
view guidelines designed to provide a general overview of the Mu-
nicipal Funds decision-making process, concentrating on the roles of
the Solidarity Committees and municipal authorities and the reasons
for project selection and impact. The researchers did not carry out
audits or technical analyses of the projects; their case studies and data
were based primarily on direct local interviews and eyewitness ac-
counts.

Municipal Funds Operating Procedures

The Municipal Funds program was designed to devolve local project
decision making to the municipal and community level. According to
the program's 1992 Technical Guide, the general goal is “to strengthen
municipal autonomy and to strengthen their capacity to respond to
the community” (SEDESOL 1992: 8). The program's specific goal is
“to carry out small public works that improve iving conditions and
permit access to increased income for campesinos who live in low-
productivity areas, indigenous peoples, and inhabitants of marginal
urban neighborhoods,” the same target groups for the National Soli-
darity Program in general. The Municipal Solidarity Funds are in-
structed to follow the Solidarity program’s basic principles:

respect for the communities and their decisions, support
for organized social participation, co-responsibility in pro-
gram operations, and honesty, transparency, and efficiency
in resource management. The direct executor of the proj-
ects will be, to the degree possible, the Solidarity Commit-
tee itself; the municipality will be responsible for seeing
that the project is carried out in the terms approved by the
Social Development [federal ministry] Delegation [state-
level office] (SEDESOL 1992: 11).

The federal government determined the amounts assigned to each
state, and the state governments determined how much each munici-

"For detailed regional breakdowns of sample characteristics, see Fox and Aranda
1994,
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pality received. The determinants of interstate allocations were not
clear to the public until 1996, when the Social Development Ministry
(SEDESOL) used a single, public formula.® To determine which local
projects to fund, the mayor, town council, and state government rep-
resentative were to explain program operations and solicit proposals
from each local community. Each town council {(cabildo) was then to
analyze and select the proposals that comply with the program
guidelines, Next, a Municipal Solidarity Council was to be formed,
led by the mayor and including a representative of the state govern-
ment, the local municipal delegates (or agentes, representatives of the
outlying settlements known as agencias), the municipal treasurer, the
municipal councillor for public works, and representatives of the
community-level Solidarity "Comunittees {“to be democratically
elected”).”

The Municipal Solidarity Council was responsible for dividing the
funds among localities. The council could allocate up to 15 percent of
the funds to projects of its choosing (even outside program guide-
lines, listed below). Of the remaining 85 percent or more of the re-
sources, only up fo 25 percent could be spent in the town center, with
75 percent going to the outlying localities. In those municipalities
where over two-thirds of the population lives in the town center, the
ceiling rises to 40 percent. If the entire population lives in the center,
then the council could use all of the resources there. This intramunici-
pai allocation formula emerged once the Decentralization and Re-
gional Development project was under way, as a result of discussions
between the World Bank and national Social Development Ministry
officials about how to improve the program's antipoverty targeting.”

Program guidelines directed Municipal Funds to be spent on proj-
ects that “benefit the largest number of least-favored residents”
(SEDESOL 1992: 14). It was inherently difficult to put these resource
allocation guidelines into practice for two main reasons. First, project
funding decisions were supposed to be demand driven. This implies
that the most vocal beneficiaries, not necessarily the poorest, are most
likely to win project approval. Second, there could be conflicts be-

"A La Jornada editorial {(fanuary 9, 1996, p. 2) noted that this formula-driven re-
source allocation method reduced the discretionality widely associated with the Soli-
darity program, though it also pointed out that the policy decision itself remained in
the hands of the executive branch of governmeni—in contrast to the constitutional role
assigned to the legislative branch.

*Note that this sequence of decision-making processes implies some ambiguity as
to the relative weights of the central municipal authorities vis-a-vis the local commu-
nities in project choices.

“Interviews, World Bank staff, 1994. According to the special manual for Munici-
pal Funds in the four states funded by the Decentralization and Regional Development
loan, however, in the municipal centers with less than five thousand inhabitants, the
cabecera funding ceiling was lifted from 25 percent to 75 percent (SEDESOL 1993a),
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tween benefiting the poorest and the largest number of residents.
“Public goods,” such as paved roads, are attractive to local leaders
because most residents presumably benefit, but they may not have
much antipoverty impact. For example, a basketball court may benefit
all local families, whereas more “high-impact” projects, such as a
drinking water system, electricity, or a crop warehouse, may only
reach some community members—but they may be the poorest in the
community.

The specific program guidelines for project grants include: pro-
ductive projects with potential positive social impact (in the form of
loans for investment, though not for working capital); infrastructure,
including rural roads, bridges, electricity transmission lines, ware-
houses, radiotelephones, town marketplaces (only under the 25 per-
cent cap for the town center); and social infrastructure, including
piped water, sewerage, neighborhood electricity installation, waste
treatment and collection, street and sidewalk paving (only where
piped water and sewerage already exist, and under the 25 percent
ceiling for the town center), parks {only if residents contribute 50 per-
cent), improvement of schoothouses and health centers, construction
of “telesecondary” schools, sports fields (if beneficiaries contribute 50
percent, and not including wire or fences), pedestrian paths, head-
quarters for local farmers’ groups {casa efidal, if members contribute 50
percent). Projects that fit on this menu of options must also cost less
than 100 million (old} pesos, include a contribution of at least 20 per-
cent from the Solidarity Committee (in cash, materials, or labor), not
take place where land tenure conflicts might interfere, be a new proj-
ect (works In progress cannot be covered), be completed in less than
one fiscal year, and not be divided into stages. These last conditions
would turn out to become major constraints on project impact.” Once
the Municipal Solidarity Council has been formed and the projects
approved, an assembly in each community with a project is to elect a
formal Solidarity Committee to take responsibility for the construc-
tion, operation, and maintenance of the project.”

It is important to note that once the local Solidarity Committees
and municipal governments made their project choices, approval was
still required from state and federal authorities, which greatly pro-
longed the project cycles. In spite of its pro-decentralization dis-

"In the case of schools and health centers, staffing and equipment are supposed to
be already committed by the other respective government agencies (this provision was
widely ignored). Municipal Funds are not to be spent on projects involving town halls
or churches. ’

" After the package of municipal project proposals is turned in to the regional of-
fices of the Social Development Ministry for approval, up to 100 percent of Dproject
funds are turned aver to the municipal authorities for deposit in a special account.
Local Solidarity Committees are to report project progress monthly to the Municipal
Solidarity Council, which in turn is to report meonthly to the state government.
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course, the Social Development Ministry's policy guidelines gave the
federal agency the last word in approving even small local projects
(SEDESOL. 1993b).

Municipal Funds in Oaxaca

In the state of Oaxaca, the distribution of Municipal Funds favored
small rural communities during the period studied. The original loan
agreement between the World Bank and the Mexican government did
not specify that Municipal Funds should be targeted to the poorest
comumunities in each state, though the government's Municipal Funds
Manual recommended it. The loan agreement listed several criteria,
including implementation capacity, need, and population size, that
were not mutually consistent in terms of antipoverty targeting. In
practice, this meant that the formula for the distribution of funds
among municipalities was left largely to the discretion of each state
government. Oaxaca’s governor Heladio Ramirez (1986-1992) dis-
tributed the funds relatively equally (Mex$50 million per municipal-
ity {almost U.5.$17,000], plus Mex$2 million extra per agencia, the
main unit of submunicipal government).” This formula gave the pro-
gram an appropriately rural bias in Oaxaca, though the total amount
for most municipalities was less than the ceiling established for any
one project in the national guidelines cited above." Although Qaxaca's
intermunicipal allocation criteria were clear cut from a state point of
view, the allocation logic was often unclear when seen from the com-
munity level. Since municipal populations vary widely within rural
areas and the number of agencias does not vary proportionately, Mu-
nicipal Funds investment per capita differed greatly from one mu-
nicipality to another.

Caxaca’s relatively clear intermunicipal funding criteria contrasted
with a lack of consistency and transparency in other states with Mu-
nicipal Funds supported by the Decentralization and Regional Devel-
opment project. The state governments of Guerrero and Chiapas, for
example, showed a strong preference for large urban pork barrel

“In Oaxaca, the Municipal Funds program was preceded by a similar community
development effort focused on one of the state's poorest regions, the Mixteca, with
support from the International Labour Office and the United Nations Development
Program. See Collins's evaluation (1995).

“More recently, after a new governor took power in 1992, Oaxaca's municipal
distribution formula changed, increasing the weight of the “population size” criterion
and therefore the fraction assigned to urban areas. Since overall funding did not in-
crease, some rural areas lost out. Federal Social Development Ministry officials in-
volved in the program suggested that this shift was probably electorally motivated,
since the urban areas have more voters and are more electorally competitive
(interviews, 1994).
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rather than rural antipoverty projects. The World Bank's Mexico-
based Resident Mission official responsible for tracking the first De-
centralization and Regional Development project estimated that he
was only able to block 40 percent of the many “white elephant” proj-
ects proposed by state and federal officials in the early 1990s {such as
a beltway highway for the Chiapas state capitai}.”

In Oaxaca, most of the funds reached the local Solidarity Commit-
tees directly responsible for carrying out the local projects. The mayor
delivered Municipal Funds support directly to the project committees
in 82 percent of the cases (in cash or check). This suggested a major
shift away from the traditional centralization of local power in the
hands of the mayor. Moreover, because of powerful village-level ac-
countability mechanisms, once in local hands the resources were
likely to be allocated to public works projects. In only 18 percent of
the cases was the project support delivered “in kind,” a method in
which there is greater likelihood that resources would be lost or that
project materials would be inappropriate, of low quality, or delayed
(as occurred in San Juan Lajarcia). The question of who handies the
funds is not the only relevant indicator of control, however. In terms
of who decided where to purchase construction materials, in 70 per-
cent of the cases it was the local Solidarity Committee, in 16 percent
the mayor, and in 10 percent the state delegate (the regional represen-
tative of the governor). Field reports indicated a generalized pattern
of the manipulation of materials purchases in only one of the state's
eight regions (Sierra Norte), and this pattern ended when the regional
delegate became a state congressman in 1992."

"Interviews, 1993. He further reported that in-depth scrutiny of the end use of
World Bank project funds was quite unusual. This example of the “micromanaging”
needed to block diversions away from antipoverty goals suggests that the basic design
of the first Decentralization and Regional Development project lacked strong institu-
tional mechanisms to assure pro-poor targefing,

“In several of the cases in the Sierra Norte region, state gavernment officials re-
sponsible for implementing the program there strongly urged municipalities to pur-
chase their inputs in a specific store in the dity of Oaxaca, implying that i they made
their purchases elsewhere their receipts would be rejected (threatening future access fo
the program). Municipal officials reported that the state government delegate at the
time was Javier Jiménez Herrera. For example, in Asuncion Cacalotepec, “once they
gave us the check, one of the engineers who helped the [state] delegate, a certain Engi-
neer Bravo, was commissioned to take us in a delegation truck directly to the store
where we were supposed to buy our materials.” Once they made their purchases, “the
delegate and the subdelegate wanted to compel the communities to transport the ma-
terials with the truck of a supposed coffee producers’ organization that doesn't exist,
called "Territorio Mixe,” which in reality is a ghost organization run by a close friend of
theirs who was helping in the campaign. . . . It tumed out that that truck cost more
than the private-sector alternative, so he was making money off the communities in
the region with the help of the representative of the government.” When the munici-
pality chose to use funds left over from a 1990 Municipa? Funds road project to build
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The funds clearly reached poor rural areas but often had limited
antipoverty impact. Low budgets, combined with the fixed annual
project cycle, sharply constrained the possible range of project
choices. Program guidelines stressed that municipalities could choose
from a wide range of possible projects, as long as they fit under the
budget ceiling and could be completed within the annual project cy-
cle. As has been noted, however, total municipal grants in Oaxaca
were often quite small, and subproject budgets were much smaller
still after they were divided among the communities within the mu-
nicipalities—even if different agencias took turns by year. In response
to the limited range of project choices that resulted, community lead-
ers often suggested that Municipal Funds be applied to somewhat
more ambitious projects that could be carried out in stages over sev-
eral years, as in the long-standing practice of community self-help
public works in Oaxaca. This approach was explicitly prohibited by
the program guidelines, however. Moreover, in practice, the project
¢cycle tended to be less than half a year, once red tape, travel time to
government offices, and lead time for project design were factored in.
Due to these delays, the funds usually arrived in the rainy season,
greatly complicating construction efforts. The result of subdivided
project funds, combined with nonnegotiable annual project cycles,
was a sharp conirast between the ostensibly wide range of possible
community choices and the narrow menu of projects that could ac-
tually be completed within a few months with a few thousand dollars
(even taking into account counterpart contributions from the com-
munities, which were consistently far above the program's minimum
of 20 percent).

Project selection did not necessarily prioritize the most pressing
basic service needs. A large minority of Municipal Punds projects
seemed to have little impact on poverty alleviation. The most clear-
cut cases were those projects that either involved “low-impact” public
works or were not in operation (this latter problem is addressed be-
low). In 1991, 25.5 percent of Qaxaca project funding went to the cate-
gory called “urbanization.” This category refers to such activities as
paving roads in the town center or building park benches (see table
3}.17

Some residents may well have genuinely wanted to use the Mu-
nicipal Funds to pave their town square or to build a basketball court

latrines, the state government officials accused them of corruption and the municipal-
ity did not receive Municipal Funds support in 1992,

"H should be noted that the funds spent on “urbanization” projects in Oaxaca fell
to 17.3 percent of funds in 1992. The resources allocated to school rehabilitation and
clinics were low in part because other Solidarity programs made funds available for
those purposes {funded in the same poor states by large World Bank loans for basic
education and health services),
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TABLE3
MUNICIPAL FUND ALLOCATION BY PROJECT CATEGORY, 1991

Four States:
Oaxaca, Chiapas,
Guerrero, Hidaigo Oaxaca

Project Categories (% /allocation) (% /allocation)
Productive infrastructure 3.58 520
Support infrastructure 18.62 18.00

Rural roads 11.90 9.19

Electrification 351 1.89

Crop storage & marketing 3.21 6.91
Social infrastructure 77.89 76.80

Drinking water 17.62 18.46

Sewerage 573 3.20

Education 20.9% : 2115

Culture and sports 7.34 6.20

Health 0.60 0.15

Urbanization 2552 27.64

Source: World Bank, Decentralization and Regionai Development project
implementation data, unpublished, 1993.

rather than to install or extend a drinking water system. Basketball
courts do have multiple purposes, providing a surface to dry coffee
and a civic space to hold public and social events in addition to
sports. A priori, one cannot be sure what the majority choice might
be; the vastly different budget and technical requirements involved
were important factors in community decision making. Drinking wa-
ter systems tend to be much more expensive than park benches and
certainly require much more technical assistance. The standard proto-
types for “urbanization-related” designs and budgets, for example,
are already in the desks of state government officials, whereas each
community drinking water system must necessarily be custom de-
signed in order to reach the maximum number of families with sus-
tainable water delivery, given limited funds. In contrast to the handy
basketball court blueprint and budget, water systems require a sig-
nificant investment of a technician's time and creativity.

In the statewide sample of municipalities, more than two-thirds of
Municipal Funds projects visited were found to be in operation, in-
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cluding projects from the three years of the program. Eighty-one per-
cent were found to be finished, and 70.4 percent were functioning.” A
handful were operating even though not finished, such as roads. Lo~
cal authorities often blamed substandard technical assistance for
problem projects. Other projects were seemingly “finished” but not in
operation because they lacked key complementary components (as in
the corm mills locked up for lack of local access to electricity in an
outlying Miahuatlan village). It was not unusual to find schoolhouses
and clinics not in operation, often because they lacked authorized
staff (contrary to the program norms, which specify that staff should
be assigned to justify the building). Some of these investments could
eventually become useful, since, for example, having a schoolhouse
could increase a community's bargaining pewer to request the as-
signment of a teacher.

Submunicipai Governance

The formula for distributing funds between the town centers and the
outlying settlements appeared to have been widely respected in Oa-
xaca. Complaints from mayors that the cap for town centers was im-
posed from Oaxaca City suggested that they were having to respect
the cap. Indeed, the cap on the share of Municipal Funds that could
be spent in town centers played a crucial role in targeting the poorest
areas. Channeling funds to central municipal govermments alone
would not guarantee that the funds would reach those outside the
town center. In many small towns, the mayor is elected only by the
residents of the town center, though those who live in outlying agen-
cias often choose their own local leaders. This pattern appears to be
widespread, though its extent has not been documented with any
precision.

Orne of the biggest challenges local governments faced was how to
allocate relatively small amounts of resources as broadly as possible
within their territories. Municipalities found a variety of mechanisms
through which to divide project funds between localities. Municipali-
ties with large numbers of agencias faced special challenges in finding
formulas through which to distribute Municipal Funds. Equal annual
grants for each agencia would often be too small to carry out even the
most modest project. In response, municipal authorities often encour-

"These averages should be taken as quite soft, because the first-phase sample
overrepresents the share of projects in town centers. It shouid be noted that those re-
searchers who were able to visit more projects in outlying agescias (Coast, Sierra
Norte) consistently found much higher rates of noncompletion. Notably, drinking
water projects were among the most likely not o be in operation. The second phase of
the research generated a more reliable set of data on project impact.
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aged localities to take turns by year. This frequently required some
convincing, since at first not all believed that the program would con-
tinue. Sometimes agencias rejected the offer of very small project
grants, since the counterpart community funding required for any
project considered worthwhile was perceived as a major burden.
“Participatory” development programs often do not recognize that
the percetved opportunity cost of labor is more than zero, even in the
poorest communities, not to mention the beneficiaries’ contribution of
materials and/or cash. This problem had a positive side, since it facili-
tated the bunching up of funds as different villages took turns (as oc-
curred in Ejutla, Tanetze de Zaragoza, San Juan Cacahuatepec). In
addition, some local authorities complained that the distribution
among rural municipalities was not equitable, suggesting that mu-
nicipalities with many agencias should receive proportionately much
more than smaller municipalities. On balance, however, the Munici-
pal Funds program did tend to empower local agencias by giving
themn a sense of entitlement to public development funds for the first
time. If higher level authorities then denied them access, the resulting
protest could be quite intense. Note the case of Ixtlan, for example,
where agencias protested their exclusion from Municipal Funds deci-
sion making by temporarily taking the governor hostage on one of his
visits to the region (see appendix 2).

(Officially the municipality is the lowest level of government in
Mexico, so the agencia’s powers are not formalized. Most importantly,
in terms of their capacity to represent the interests of outlying villages
to the municipal center, municipal agencia leaders are chosen through
a wide range of mechanisms. In most of Mexico, submunicipal leaders
are selected by the mayor, “from above,” and therefore do not neces-
sarily represent their constituents at all, especially since mayors usu-
ally come from the municipal center (cabecera). As one might expect,
this leads to frequent “micro-political” conflicts over local autonomy.
Where these local leaders are chosen by the residents of the locality,
as in most of Oaxaca, this is done through comununity assemblies,
though some are selected through the ballot box. The names used to
describe the principal submunicipal jurisdictions vary greatly; in
other states they are called “delegaciones” or “comisarias.” Some mu-
nicipalities have even smaller subdivisions, such as “agencias de
policia” or “rancherias.”

Each state has its own legislation regulating submunicipal govern-
arce structures. According to a national compilation of these laws,
seven states allow local communities to choose their own submunici-
pal leaders, fourteen allow mayors to designate them, and eight have
mixed systems, with some layers of representatives chosen by mayors
and others chosen from below (see appendix 3). Without independent
tield-based research, it is not possible to determine to what degree
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such laws are respected consistently. Movements for the democrati-
zation of submunicipal governments have been reported with increas-
ing frequency. Perhaps the most extreme cases have unfolded in
Tlacoachistlahuaca and Cutzamala, Guerrero, where movements for
submunicipal democratization have met with intense repression by
local bosses.”

One of the most unusual dimensions of local governance in Qa-
xaca is the persistence of long-standing non-Western systems of
choosing local authorities. More than 400 of Qaxaca's 570 municipali-
ties are organized along non-Western ethnic lines, with councils of
elders and community assemblies rather than ballots and political
parties {Ornelas Lopez 1989). For example, Dominguez presents a
clear self-description of the Mixe people's system of “communal
power,” which is based on: “the land, the language, the assembly, the
carge [rotating authozity system], the fequio [community self-help],
and the festival. . . . The highest authority is the communal assembly”
{1988: 28). Some municipalities are in transition, with electoral party
politics in the town centers and community assemblies in the outlying
areas, as in Tlacolula {appendix 2; Diaz Montes 1992). In 1995, the
Caxaca state government revised its electoral legislation to legally
ratify this dual system of local governance. This law allowed 405
municipalities to choose their leaders through “usos y costumbres,” a
catchall phrase that refers to the diverse variety of nonpartisan com-
munity-based systems. The other 165 municipalities held elections
according to the “party system,” with conventional balloting.” Con-
flicts over electoral process are not unusual in Oaxaca, but by 1995
one of their key axes was the issue of which political system to use—
especially for those municipalities in gradual transition between the
two systems.

“In Tlacoachistlahuaca, nine indigenous activists were murdered in the course of
six months of campaigning for two initial demands: a regional development plan and
the right to elect their comisarios municipales (Gutiérrez 1995). In Cutzamala, the local
boss's loss of a comisario election triggered a wave of political murders (La Jornada, July
7,1995). In: contrast, in parts of Guerrero's Montania and Costa Chica regions, where
autonomous soclal organizations are relatively strong, the comisgrios seem more repre-
sentative of their communities, forming their own locally autonomous police force to
replace the militarized state police (Garcia 1995).

"1t should be noted that the long-standing practice of listing most Oaxaca mayors
chosen by usos y costurnbres as ruling party victories is increasingly questioned by local
civic movements. For example, the regional Comité de Pueblos Chatinos recently
criticized the ruling party for “taking the names of our authorities, efected in assembly,
and registering them as their list” {La Jornads, June 16, 1995).

3

Municipal Solidarity Funds: Process

In practice, the Social Development Ministry's official program
structure, composed of new Municipal Solidarity Councils and local
Solidarity Committees, was largely folded into existing organs of local
government. Ostensibly each community assembly chose their project
proposals and a local Solidarity Committee was formed to carry out
the project. However, most rural Oaxaca communities already had
active local public works committees, as part of their ethnically based
system of rotating community responsibilities. In most of rural Oa-
Xaca, these positions are chosen through community consensus and
are unpaid, full-time responsibilities. Most of their funding comes
either from local contributions or from migrant remittances. In the
smaller villages, most Municipal Funds projects seemed to be taken
on by these preexisting committees led by municipal authorities, such
as the town council or the local agente municipal. As one municipal
official put it:

Listen, here in our community we have the custom of do-
ing it this way: we all have the commitment to give ser-
vices to the community, and for free. When the assembly
names us, we are obliged to comply with the responsibility
lcargo], and we must sacrifice our own small personal jobs
during the year and a half that the community commis-
sions us for [note: the period of service varies by commu-
nity]. This means that we each have our responsibility, just
as each other citizen has. . ..

That's why if we wanted to name an additional commit-
tee to deal with a project, no one would accept. Everyone
already has had their task, whether it's in the municipality,
the agrarian authorities, the church, the school, the village
fiesta, or it'll be their furn in the future. So if there are any
tasks to deal with during our turn as municipal authorities,
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it's our job. That's why they named us. That's our custom.
The government has its way of doing things, but here we
do things our own way, as we always have, and it's not
going to change now because some new government pro-
gram asks for it. That program will end socner or later,
and some other one will come along and will ask for
something different. But here, we aren't going to change
our form of work (interview in the community of Santiago
Comaltepec).

In the overall sample, 64 percent of the presidents of the local
Solidarity Committees were also municipal authorities, which usually
meant that the agentes municipales presided over the respective local
Solidarity Committees. The local Solidarity Cominittee was named by
assembly in 60 percent of the municipalities. The committees were
chosen by the mayor in 28 percent and by “others” in 12 percent of
the cases.

The local committees were reported to have actually “made proj-
ect decisions” in 62 percent of the cases. This result is quite ambigu-
ous, however, because there was great variation in how this question
was understood by local respondents. For example, local Solidarity
Commitiees could have provided the labor, or even handled the
funds, without necessarily having made any significant decisions
about the nature of the project. For example, according to a municipal
official in La Compafiia,

i TThe committee only played the role of calling the folks so
they would go to work on the project. When the project in-
volved some kind of materials, like with the transformer
over there, we dealt directly with the contractor. . . . Then
the comumittee didn't have any influence. . . . It would tell
each member of the committee the days they had to su-
pervise the project, and they would let me know how
many worked [cumplieron, complied with their obligation],
how many didn't come, and they would have to be called
for another day.

One of the most important of the new decision-making bodies
promoted by the Municipal Funds program, the Municipal Solidarity
Councils (see figure 1), rarely functioned in practice. These bodies,
which were to include the town council {cabildo) and the heads of lo-
cal Solidarity Committees, met in only 54 percent of the municipali-
ties sampled. They were much more likely to have met in the larger
municipalities (nine of the eleven larger municipalities, versus ten of
twenty-three small municipalities). In the more urban areas of the
medium-sized and larger towns, the local Solidarity Comumittees
tended to be organized as block committees (as in Juchitdn and

Percent of cases

Figure 1. Rates of Municipal Solidarity Council Formation
by Region in Oaxaca
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Nochixtlan). In Miahuatldn, a large municipality, the Municipal Soli-
darity Council was surpassed by an even more decentralized struc-
ture that had emerged prior to the Municipal Funds program.
Successive cycles of citizens' mobilization to democratize local gov-
ernment had created a council of local agentes municipales, a de facto,
territorially decentralized municipal legislature that acted as a coun-
terweight to the mayor's office.

Community assemblies made the primary Municipal Funds proj-
ect decisions in a slight majority of cases. Because several actors could
have influenced project choices, the survey asked which actors played
“primary” or “secondary” roles. The potential decision makers in-
cluded the community assembly, the project committee, the mayor, a
state governmen! representative, or others. The local Solidarity
Committee played the primary role most often (38 percent), and the
broader community assembly decided in 20 percent of the cases. To-
gether, then, participatory community bodies made the key project choices
inn 58 percent of the cases.

In practice, the division of labor between municipal authorities,
community assemblies, and local Solidarity Committees varied
greatly. The mayor of Magdalena Apasco offered an illustrative ex-
ample of the division of labor between these three bodies:

The municipal authorities, the cabildo, met and listed our
needs. We had an assembly and said, “we have so much
money for community projects,” and among those needs, 1
said, “there's paving the street, there's basketball courts,
and there's the health center.” I proposed about three. So 1
said, “it's up to you,” and the discussion began. People
proposed some other things. Somebody proposed fixing up
the church, but I said, “no, no, that's not allowed by the
program.” So we had to choose among the three projects,
and that's when we had a vote, by a show of hands for
each one. We chose one, and at the end of the assembly we
wrote up the acla and everyone signed, to make sure that
the project would be carried out. So nothing could sidestep
what the assembly decided. With the acta, we then began
the work plans and the technician would come to do his
study, and the assembly named the committee. . . . Here
the community decides; we do the project we say we'll do.

In terms of who was able to participate, there has to be a quorum
within a voting-age population of about 400. This assembly's actz had
about 240 signatures. The project’s local Solidarity Committee was
quite active:

We always met with the mayor to decide the things we
were going o do, when we were going to do them, how to
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do the project, if we were going to make any changes. We
met about two or three times a week with the mayor, and
orL our own we each went to see the project once or twice
per week. Just about every other day we were at the proj-
ect.

This example illustrates that the boundaries between decisions made
by community assemblies and decisions made by municipal authori-
ties are quite ambiguous.

The mayor played the main role in choosing projects in 26 percent
of the cases, with the state government's delegate deciding in 16 per-
cent of cases. The implication of this large role for mayors in com-
munity involvement is uncertain, since it combines those mayors who
are close to their communities and their needs, with less responsive or
accountable mayors. There seemed to be an association between mu-
nicipalities where the mayor centralized power and the selection of
largely cosmetic projects intended to improve the town center's
“image” (as in San Pedro y San Pablo Ayutla and Santa Cruz Tacache
de Mina, for example). Even though Santa Cruz lacked drinking wa-
ter systems, the mayor said: “people were pleased with the street
paving because it gives the town a different image. Both the teachers
and folks who aren't from here like it, and folks from here say they
wish we could do more.”

When one factors in the “secondary” decision-making roles played
by the same array of actors in the project selection process, the role of
state government officials increases significantly. In another 22 per-
cent of the cases, the delegate or the governor influenced the project
choice. This means that state government officials significantly influenced
project choices in at least 38 percent of the municipalities. Because com-
munities were largely dependent on state government officials for
information about the program options and procedures, for technical
assistance (if any), and for acceptance of expense receipts, these
higher level officials could exercise de facto veto power over com-
munity project cheices (for examples, see San Juan Guichicovi, San
Pedro Pochutla, San Pablo Huixtepec, and Ixtlan de Juarez in appen-
dix 2). At the symbolic level, it is also notable that Municipal Funds
checks were delivered by the governor himself to the mayors in 86
percent of the municipalities surveyed.

State government officials often encouraged communities to
choose less ambitious projects. The following scenario was quite
common: State government officials convened community assemblies
to define Jocal public works priorities. These officials would respond
to the prioritized list by indicating which projects were too expensive,
which would take more than the time available, and which were ac-
ceptable. As one municipal official put it:
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The truth is that, even though we are very clear about what
our most pressing needs are and what projects we'd like to
carry out, we always have to adapt our proposal to the
government's conditions and the small amount of money
they give us. For example, the program rules do not accept
partial projects, which means that we can't do a project in
stages. So we have to do little tiny projects, which even
though the community doesn't really need them, we can
finish in the same year, since they want the final paper-
work delivered. In the end we go on without resolving our
larger problems and we end up just the same as when we
started (San Pedro y San Pable Ayutla).

Anocther common refrain from municipal officials was: “The budgets
come already decided in Oaxaca [City]. They don't even take us into
account, nor do they consider the real costs of building the project we
propose. It's we who have to adjust our proposal to the money they
give us” (San Fablo Macuiltianguis; also see Tanetze in appendix 2).’

Ostensibly the Municipal Funds program guidelines permitted
productive projects, but these guidelines were rarely known to com-
munity leaders.” Because these same state government officials were
those responsible for providing technical assistance for design and
budget planning, they had little incentive to encourage communities
to choose projects that would have required significant technical as-
sistance, creative budgeting, and significant amounts of time spent in
remote villages. The tendency was for these officials, often engineers
and architects operating out of the state government's regional office
{Delegation), to encourage communities to choose projects for which
they had standardized formulas. The overwhelming response from
local officials was that they had almost no contact with federal offi-
cials, and their only contact with the state officials dealt with project
decision making and funding disbursement.

Because of the diverse ways in which respondents could have un-
derstood the distinction between primary and secondary influence
over project selection, it would be inappropriate to assume that there
is a clear distinction between the two. It should also be recalled that
this potential vete power, whether subtle or overt, is built into the

1t should alse be noted that many of Oaxaca's mayors and municipal agentes lack
literacy skills and/or fluency in Spanish, which greatly limits their bargaining power
with the state government officials who are their main points of contact with the Mu-
nicipal Funds program.

*In Villa Scla de Vega, for example, state and town center officials fimited the proj-
ect meniz o four options (see appendix 2). One notable exception was the successful
experience with productive investment projects in San Juan de los Cues (see appendix
2).
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official program procedures themselves. Officially, higher levels of
government must approve local choices. The distinction between ap-
propriate governmental influence based on the officially specified
technical and financial criteria and other factors, including inducing
“easy” but low development impact project choices because of state
officials’ lack of accountability, turns out to be highly ambiguous.

Technical assistance was either unavailable to most small, rurail
municipalities or was of poor quality. The research protocol was not
originally designed to capture quantifiable data on this, but it turned
out to be one of the study’s most notable findings. Local authorities
consistently reported that they lacked access to adequate technical
assistance to carry out all but the simplest, low-impact projects. For
example, as one municipal official cbserved:

We would have liked to use metal pipe in our [water] proj-
ect, but there wasn't enough money and we had to buy
plastic. But plastic doesn’t work for this kind of project; it
breaks right away under high water pressure, while the
mefal pipe can handle it. But we had to accept the project
as it came, since they didn't give us any more money. We
have to do poor-quality projects, and there was no other
way. . . . The technicians know that the project they're ad-
vising isn't going to work, but there's no more money to do
something better (Santiago Zacatepec).

In another case the state technicians' project design required water to
flow uphill, so it was never built. The materials purchased remained
in storage (see San Juan Guichicovi, appendix 2).

Little technical assistance came from the federal government, in
spite of the nominal existence of Social Development Ministry out-
reach offices. In 1994, SEDESOL officials at the Oaxaca state level ax-
plained that the federal funds budgeted for the outreach office were
held up for many months, during which time most of their technical
outreach staff resigned. The implication was that technical outreach to
support Municipal Funds projects was not a priority for SEDESOL at
the national level. State-level SEDESOL officials also attributed the
high attrition rate among outreach staff to what they {revealingly)
called the “hostile environment” in which they had to work (referring
to life and travel in the indigenous countryside). Few were drawn
from Mexico's extensive ranks of experienced rural development
promoters, so they were unused to working in remote, indigenous-
majority areas. Both Municipal Funds managers and outreach staff
seemed to lack the esprit de corps and commitment to overtime-
intensive rural outreach associated with the best of Mexico's past ru-
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ral development reform efforts, such as PIDER and CONASUPQO-
COPLAMAR’

Social and civic organizations rarely participated as organizations
in the formal Municipal Funds decision-making process. In contrast to
one of our initial hypotheses, the presence of strong grassroots or-
ganizations, especially producer groups, had little impact on the proj-
ect decision-making process, playing a role in only 8 percent of the
cases reported. Nor did they appear in the qualitative accounts of
municipalities where grassroots groups are known to be active. This
absence was not only the result of a failure to disseminate the fact that
productive projects could be included in the project menu; it was also
due to the widely held traditional conception of the division of labor
between the duties of local government and the role of producer and
other social organizations. Local government is widely seen to be re-
sponsible for service provision, while producer groups are expected
to focus on economic activities. In municipalities where social organi-
zations were strong, however, their members consistently partici-
pated actively in Municipal Funds projects as individual citizens. In
fact, where social organizations were strong, they seemed to provide
much larger contributions to the community service provision than
the Municipal Funds did, as in the case of a Sierra de Juarez com-
munity-based forestry organization: “Theze is a total imbalance be-
tween the Municipal Solidarity Funds, which are very minimal
compared fo what the community has invested in projects with our
own Forestry Enterprise resources” (interview, Santiago Comaltepec;
see also Tanetze, Teotongo, and San Juan de los Cues in appendix 2).*

Municipalities with unresolved electoral conflicts experienced less
community participation in municipal development projects. While
independent civic movements are ofteri seen as key forces for encour-
aging accountable local government, the conflicts provoked by de-
mocratization efforts undermined participation in projects perceived
as linked to local authorities whose legitimacy was under attack. For
example, challenges to the legitimacy of local electoral outcomes fre-
quently remain unresolved for many years, sometimes leading to

"Many community development veterans of the rural reform efforts of the 1970s
and early 1980s shifted over to Mexico's growing nongovernmental crganizations
{NGOs) by the late 1980s (Fox and Hernandez 1992). They remained an untapped
resource for the Municipal Funds program, however, because the Social Development
Ministry generally prevented the Decentralization and Regional Development project
from working with nongovernmental development organizations. In the 1989-90 de-
sign phase of the first Decentralization and Regional Development loan, a few reform-
minded World Bank staff attempted to create a project window that would be open to
NGOs, but this propesal was vetoed by the Mexican government.

‘On community forestry organizations in this region, see Bray 1991. For a partial
overview of QOaxaca's community-based economic organizations more generally, see
Fox 1994c.
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parallel muricipal authorities that attempt to govern simultaneously.
In Tlacolula and San Pedro Huilotepec, for example, intense local
peolitical polarization led most citizens to steer clear of municipal proj-
ects. In Tlacolula, Municipal Funds were clearly targeted to ruling
party clients in the conflictive town center, while the program was
community controlled in the municipality's outlying agencias.

A different pattern was found in those municipalities that had al-
ready gone through such extensive processes of civic protest and de-
mocratization, leading to consolidated competitive party systems that
allowed opposition victories to stand. Little partisan political bias was
found in the distribution of Municipal Funds to opposition-controlled
municipalities. The study sample included several weil-known mu-
nicipalities governed by the opposition. Most notably, in the two larg-
est cases, Juchitan (COCEI-PRD) and Huajuapan de Ledén (PAN), the
program worked smoothly.” Both towns are relatively large, and
Municipal Funds were therefore a very small fraction of their respec-
tive total budgets in general, and of their overall Solidarity funding in
particular.

No direct relationship was found between opposition government
and level of community participation. For example, levels of com-
munity participation were rather low in Huajuapan (PAN) and San
Pedro Pochutla (PARM]}. In Huajuapan the mayor chose the projects
and which streets to pave, and residents tended to contribute money
rather than labor. Community participation was particularly high in
Juchitén, where the governing regional sociopolitical organization has
long encouraged block organization. Its municipal government was
also one of the few with its own autonomous technical team, and it
provided technical assistance to neighboring municipalities. Similar
results were found in a study of larger opposition-governed munici-
palities in other states. Municipal Funds were found to strengthen
local government, in contrast to other Solidarity programs, which
were seen as bypassing and undermining local opposition authorities
{Acedo Angulo 1995: 123).

Even at the level of submunicipal party differences, such as among
opposition-controlled agencias where the ruling party controls the
municipal government, the evidence indicated a pattern of relatively
pluralist distribution. In ruling party—controlled San Juan Guichicovi,
opposition-controlled outlying agencias were funded in spite of in-
tense local political polarization, at least during the period studied
(see appendix 2). In opposition-controlled Villa Sola de Vega, ruling
party sympathizers claimed that they had been discriminated against
politically, but the mayor followed program norms and their com-

*For further discussion of Solidarity and the electoral opposition in QOaxaca, see
Fox and Moguel 1995; Bailén 1995.
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munities received funds {see appendix 2). One case with credible re-
ports of political discrimination was San Felipe Jalapa de Diaz, where
the state government reportedly held on to the checks for the agencias'
projects until a municipal electoral struggle was resolved, but then
failed to deliver the checks when the opposition won. Another case
was in Tlacolula, where a local electoral stalemate led to a “dual
power” situation of parallel municipal authorities; the state govern-
ment financed the ruling party's candidate, who channeled the funds
to clients (see appendix 2). Overall, the Municipal Funds program
worked well where democratic party competition was well consoli-
dated (usually after many years of conflict), but it worked less well

where civic movements had still not produced a stable local-level
democratic system.

4

Municipal Funds Project Impact

The second phase of the study focused primarily on project impact.
This phase shifted levels of analysis from a focus on general patterns
about program operations in municipalities to an even more localized
focus on specific “micro” project outcomes, especially those outside of
municipal centers. Field researchers returned to twelve municipalities
drawn from the statewide sample, keeping as much of the first sam-
ple's regional, ethnic, and political diversity as possible. Field obser-
vation produced a data base with information on 145 projects, 76
percent of which were in areas outside of the municipal centers (much
higher than in the representative statewide sample). Though diverse
in size, from a national point of view most would be considered pre-
dominantly rural municipalities.’

Positive social impact was found in 56 percent of the projects ob-
served. The first indicator of project impact is whether or not the proj-
ect is actually completed and/or in operation. The second indicator is
whether or not the field researchers considered the project to have
significant, low, or no positive social impact, based on the opinions of
local residents and leaders, together with direct field observation. Be-
cause of the very diverse mix of project types, no single quantifiable

'In terms of the size of municipalities where the projects were studied, 46 percent
were in large municipalities (above 10,000 inhabitants), 22 percent were in medium-
stzed municipalities (between 5,000 and 10,000), and 32 percent were in small munici-
palities (fewer than 5,000). Note also that these population size criteria are different
from those used in the statewide sample, where the size criteria were relative within
each region to ensure intraregional diversity. Since this second sample is statewide, the
size criteria were standardized. This sample includes a diverse mix of project types
and regions, though the regional distribution is not as balanced as the first sample. The
projects studied were mostly in the state’s poorest municipalities; three-quarters were
in municipalities where more than 80 percent of the population falls below the official
poverty line.
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indicator of impact can be used. The vast majority of projects were
found to be finished (86 percent), with 75 percent in operation. How-
ever, the largest number of projects not working involved drinking - .
water (14 of 20 water projects were not in operation) (figure 2).* In Figure 2. Categories of Operating Projects
terms of observed impact, 81 of the 145 projects (56 percent) were
considered significantly positive. The rest were considered either low
impact (27 percent} or with no positive impact at all (17 percent)
(figure 3). i

The more remote, outlying communities had fewer significant
projects and more project failures than the municipal centers.” Non-
operational projects were disproportionately found in the outlying
areas, compared with those in the municipal centers (figure 4). In 50
terms of observed impact, three-quarters of projects in town centers
were successful (74 percent), in contrast to a 50 percent success rate in - . .
outlying areas (figure 5). There was a strong correlation between - Notin Operation (n=35)
project impact and location, with less than 3 percent margin of error
(table 4). In contrast to these clear differences within municipalities,
overall size of municipal population was not correlated with project
impact (figure 6).

The more indigenous communities also had fewer significant proj-
ects and more project failures than the nonindigenous communities.
Two distinct but complementary indicators were used to identify
ethnicity. One was each community's predominant ethnic identity as
explained by the local population (self-identification). For statistical
purposes this indicator was tumned into a dichotomous variable
(indigenous versus nonindigenous). The second indicator of ethnicity
was continuous rather than dichotomous, using the census data on
the percentage of indigenous-language speakers in each municipality.
The basic patterns were similar for both indicators. Projects not in op-
eration were disproportionately found more in (self-identified) in-
digenous than in mestizo communities.” Looking at observed project
impact in terms of municipal social indicators, the projects with little 10
or no impact tended to be located in communities with higher per-
centages of indigenous-language speakers and illiterates. In terms of
the self-identified community indicator of ethnicity, over 70 percent
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"An unrelated evaluation commissioned by the Inter-American Development Bank
found similarly systematic problems with Municipal Funds~supported water systems .
in other states {MacDonald and Sollis 1994).

*Correlations were measured using the chi-square, which tests the hypothesis that
the variables are independent. Results are considered statistically. significant with a

less than 5 percent margin of error, Because of the size of thel data set, the results are
much less reliable when more than two dichotomous vanabl‘ ;
larger data set would be necessary to use more sophlsncate& i1t
“The sample would have to be much larger to confirmthe
these trends, but they point in the same direction as the other
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of the projects studied were in indigenous communities. Twenty per-
cent of projects in indigenous communities had insignificant impact,
in contrast to 10 percent in mestizo areas, while 53 percent of projects
in indigenous areas had significant impact, in contrast to a 62 percent
success rate in mestizo areas (figure 7).

TABLE4
CORRELATICN OF PROJECT IMPACT AND LOCATION
WITHIN MUNICIPALITY

Project Significant Low & Zero Impact
Location Impact (combined)

n= 8] n=>64

55.9% of projects 44.1% of projects

Municipal center n=26% n=9
n=735 32.1% of 14.31% of
24.1% of significant low /zero
project locations impact projects Impact projects
Outlying settlement n=>55 n=>55
n=110 67.9% of 85.9% of
75.9% of significant fow/zero
project locations impact projects impact projects

Note: Chi-square significance: Pearson, .01173; continuity correction, .02008;
likelihood ratio, .01009.

Focusing on the issue of community decision making, the second
phase of the study found that community assemblies made the project
selection decisions in almost two-thirds of the cases (63 percent of projects
observed were chosen by community assemblies}. Another 11 percent
were chosen by assemblies together with municipal councils. Munici-
pal Solidarity Councils alone chose 9 percent. Mayors chose 9 percent.
Subgroups within the community chose 3 percent, and external actors
chose 6 percent (figure 8). At the two extremes of significant versus
insignificant projects, community assembly decision making pro-
duced disproportionately better projects, while project selection by
mayors and external actors tended to produce insignificant projects.
Even if we combine the categories of low and Insignificant impact,
because of the overall sample size there are t00 few cases in some
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of the table cells to consider the correlations statistically reliable (table
5).

The second phase confirmed the earlier finding that the program
tended to be tumed over to local government authorities. Local gov-
emment officials played key roles in most project committees, but
their involvement was negatively correlated with project impact.
Municipal officials (usually the agentes) Jed project committees in 54
percent of the cases, and they were committee members in another 8
percent. This means that only 39 percent of project cominittees
emerged outside of the existing municipal governance structure. This
result confirms the general pattern that local Solidarity Committees
were often folded into existing municipal authority structures. The
participation of local authorities in the project committees was not
correlated with project success, however, Most projects carried out by
committees composed entirely of local citizens were successful {70
percent), while just under half (47 percent) of the projects carried out
by committees with local officials had significant impact.” Looking at
the relationship another way, almost three-quarters of the projects
with low or insignificant impact were managed by comumittees with
local government participation—a statistically significant correlation.
This correlation does not necessarily imply any causal relationship,
however. The problem may not be so much the role of local officials
per se as these communities” other characteristics, such as greater
poverty, remoteness, and a corresponding lack of access to technical
assistance from state authorities. The sample size was too small to
pursue this with more sophisticated statistical tests.

Municipalities with competitive political party systems were corre-
lated with significant project impact. As background mformation on
how these municipal governance systems worked, in the majority of
cases studied (52 percent), local authorities were officially chosen by
“usos y costumbres” rather than through elections. This issue was also
examuned by asking whether local authorities were chosen by assem-
bly or through political party competition. Asking the question differ-
ently produced a different result: only 14 percent of the localities
chose their authorities through party competition, implying that the
community assembly method includes both open voting and the
customary rotating community responsibility systerns. The vast ma-
jority of municipalities governed by political parties were found to
have successful projects: 85 percent compared to 56 percent overall.
One possible explanation is that municipalities governed by political

*To produce statistically significant results, two categories were collapsed. On the
participation side, local autherity involvement in project comnmittees combined their
roles as presidents or members. On the project impact side, low and insignificans im-
pact categories were combined. '
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TABLED
CORRELATION OF PROJECT SELECTION PROCESS
AND SOCIAL IMPACT
Significant Low & Zero
Impact Impact (combined)

Key Project n=281 n=64
Decision Makers 55.9% of projects 44.1% of projects
Community assembly n=>5 n=35
n=91 69.1% of 54.7% of
62.8% significant low/zero
of projects impact projects impact projects
Community assembly & - n=7 n=9
municipal leaders 8.6% of 14.1% of
n=16 significant low /zero

11% of projects

Subgroup within
community
n=4

2.8% of projects

Municipal leaders
n=13
9.0% of projects

Mayor
n=13
5.0% of projects

External actors
n=8
5.5% of profects

impact projects

n=4
2.8% of
significant
impact projects

n=9
11.1% of
significant
impact projects

n=4
4.9% of
significant
impact projects

n=1
1.2% of
significant
impact projects

impact projects

n=>0
0% of
low/zero
impact projects

n=4
6.3% of
low/zero
impact projects

n=9
14.1% of
low/zero
impact projects

n=7
10.9% of
low/zero
impact projects

Note: Chi-square significance: Pearson, .00787; likelihood ratio, .00335.

parties, whether official or opposition, are more likely to have clout
with state authorities. They therefore would have more access to both
technical assistance and supplemental state government funds.*

‘Many Municipal Funds projects were only completed thanks to extra project
funds from the state government. Distribution of such supplemental funds was com-
pletely discretionary and dependent on local-state political bargaining. Comprehensive
data were unavailable.
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Conclusions

The Municipal Solidarity Funds program is seen positively by the
vast majority of municipal leaders and project participants. For many
rural municipalities, the Municipal Funds program is their first source
of regular project funding. The Municipal Funds project budgets are
very small and the projects chosen are often not the top local priori-
ties, but the simple fact of having a project budget is seen as a major
step forward.! For example, participants offered the following obser-
vations:

With Solidarity we've seen that the money handled by the
municipality is more productive, the projects are better
quality and satisfy the communities more, since the peo-
ple’s direct participation in the projects means that they do
them their way, to meet community needs, and then they
take better care of them. . . . Even though it's a small
amount of money, it's helped (Ixtlan de Judrez).

The supports are important, but we would like it if they
sent at least twice as much and on time, so we could do
something that was worth the trouble (Asuncién Cacalote-
pec).

Our people, very few folks know how to differentiate
[between different programs], that's the truth. They have
an idea that all the programs are Solidarity, and they all
help, but they don't know how to distinguish, to say,
“listen, the Municipal Funds help us the most.” No. ... The

! At the same time, most raunicipalities also gained access to other lines of more
discretionary Solidarity funding, such as schoolchildren's scholarships, small
“handshake” crop loans, and school renovation funds, so local perceptions often con-
flated the various Solidarity programs.
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meney comes and that's great. Those who handled the
program, they do know the difference (Magdalena
Apasco).

The Selidarity programs motivated the folks fo move for-
ward, showing we really can do things. Between the gov-
ernment's help and with our own hands, we can do it (San
Pablo Huixtepec).

In some regions the small size of the grants added to long-
standing resentment about government neglect:

Now it seems that the government is very interested in
paying attention fo the peasants with this program, be-
cause before the community did its little projects with its
own sweat and no help at all. . .. Some say it's a very good
program but] we think it is a tactic to improve the image
of the PRI, since it's gone downhill (muy decaida). . . . I's a
way for the government to get the peasants to keep quiet
so they den't compiain, but we already know the way we
can get the government to do what it says, by pressuring it,
[because] that's what they don't like. If the government
wanis folks to be quiet, it's going to have to help the peas-
ants even more {Tanetze).

One of the most important findings was that active community
participation in project selection and implementation is necessary but
far from sufficient to produce antipoverty impact. Some observers
might have expected that since smaller, more indigenous communi-
fies tend to be more participatory in their local governance, Municipal
Funds projects would likely be more successful in such communities.
In practice, however, the most remote and most indigenous com-
munities had disproportionately fewer successful projects (defined in
terms of having some positive social impact). The most plausible ex-
planation for this ethnic impact bias is related to the very small proj-
act budgets per outlying community and the lack of sufficient
community leverage over state officials to get the appropriate techni-
cal assistance (and discretionary counterpart funds) often crucial to
high-impact projects.’

In spite of the program's pro-rural targeting measures, municipal
centers still received consistently larger budgets than outlying com-
munities. Local development project impact was constrained by the
very small amounts available once budgets were divided up within
mnunicipalities. One pro’blem with measuring this pheromenon is that

“This hypothesis is generally consistent with the case studies but the data set does
not permit robust statisticaily based explanations.
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the data on outlying settlements are quite uneven. In Qaxaca there are
four different government catalogs of “localities” {submunicipal set-
tlements), and if one adds all four lists and subtracts for repetitions,
there are over two thousand more localities than are listed in the sin-
gle largest catalog.” Another ambiguity is in the different categories of
submunicipal localities, some of which are formally considered agen-
cias while others are mere “rural nuclei.” Most officials tend to use the
term agencia in the less formal sense, to refer to submunicipal settle-
ments generally. This meant that when the state and federal authori-
ties applied their formula of allowing each municipality Mex$2
million extra per agencia, they were using the broader notion of local-
ity.*

As an exercise to distinguish between average funding per mu-
nicipal center and average funding per locality, the budgets for a
sample of forty-five municipalities were broken down into 25 percent
and 75 percent shares, assuming respect for the town center budget
cap. This breakdown was examined in terms of the three full years of
budget data, assuming that each locality received an equal share of
their 75 percent. In only fifteen cases were average amounts per proj-
ect outside the municipal center equal to or greater than the amounts
spent in the town centers. The same issue was examined using actual
project-level budget data, divided into averages for municipal centers
and outlying settlements for each of the two years for which such
data were available. In 1990, municipal centers received an average of
Mex$55,400, while projects in localities averaged just over $13,000. In
1992, municipal center projects averaged over $75,000, while projects
in localities averaged just over $27,000. Given this budget imbalance,
it is not surprising that projects in outlying settlements did less well.
Indeed, it is remarkable that the development impact imbalance is not
even sharper.

Local development project impact was also constrained by the lack
of adequate technical assistance. The issue of imbalanced budgets is
quite straightforward, but the technical assistance issue is less clear
cut. All but the largest municipalities lack their own technical capacity
or the resources to hire private-sector services. As a resuli, the state
government has a virtual monopoly on technical service provision for
Municipal Funds projects {there is no private-sector interest in provid-

*Interview, state government information systems official, August 1994,

‘Interview, former federal Social Development Ministry delegate, August 1994, He
further indicated that this extra budget cushion for municipalities with mere outlying
settlements could be disbursed by the state investment planning commission in re-
sponse to extra project requests. This suggests that the availability of extra funding was
not necessarily widely known at the ocal level. If this information was not available to
local communities, then one must assume that many potential project proposals were
not forwarded up to the state planning commission.
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ing technical services to tiny projects in remote areas}. Municipalities
also lack the leverage over state government officials needed to en-
courage better technical support.

With Oaxaca's 570 municipalities, only the largest local govern-
ments could be expected to have much leverage over state officials.
Because electoral politics are not competitive at the state level, most
municipal governments lack both the “exit” and the “voice” options
available to local authorities that can increase accountability {that s,
the threat of joining the state-level opposition offers little leverage).
On the other hand, the lack of a statewide electoral challenge facili-
tates state government tolerance for those municipalities that do vote
for the opposition.® ‘

Project sustainability is a major potential future problem. The
Municipal Funds program is designed to stretch limited resources as
far as possible as quickly as possible. The prohibition on carrying out
projects in stages, though sometimes ignored in practice, encourages
an emphasis on short-term over longer-term impact, such as the use
of low-quality materials that will not last (as in the example of the
plastic water pipes discussed earlier). Even without this prohibition,
since many villages must take turns to gain access to municipal re-
sources, project funding appears to be one-time injections of re-
sources. Budgets cannot extend into the future for project
maintenance. In terms of project management, almost all the local
Selidarity Committees last one year at most. They are only expected
to be involved in the construction phase of the project. The program
has few specific provisions for longer-term project management. This
is less of a problem for those projects with highly targeted beneficiary
groups, such as water users or the parents’ associations and teachers
involved in school repair. But responsibility for most projects is ex-
pected to fall to local government.

‘On “exit” and “voice” in public service provision, see Paul 1991, 1992. The most
promising alternative to the accountability problem would have been for the Munici-
pal Funds program to fund nengovernmental/nonprofit sources for Municipal Funds
technical support services in each region. For example, the Municipal Funds program
could offer to cover NGO outreach and project design costs if the municipal authorities
certified that the work was acceptable. Accountability is not the only issue, however.
Lack of technological skiil and creativity is also a major problem. Making smail
amounts of funding go as far as possible requires not only significant investments of
time on the part of advisers, but alse the capacity to explore technological alternatives
te urban-biased construction formulas. For example, schoolhouses in the tropics do not
need to be completely enclosed; alternative designs could save on cinder blocks and be
more comfottable at the same time, The availability of technical altematives is not just
a cost issue; it also affects the potential viability of sewerage systems and potable water
systems. Urban-based sewerage designs presume high population densities, running
water, and a place to put the waste at the end of the pipe. In 1994, the state of Oaxaca
did begin to include alternative latrines in its official menu of project alternatives.

Conclusions 49

The state government played a central role in program implemen-
tation but often did not encourage increased municipal autonomy and
capacity as a development actor. The relationship between the state
government and municipal governments in Oaxaca remains very im-
balanced. So far, no evidence indicates that the Municipal Funds pro-
gram significantly changed the federal/state/municipal balance of
power; indeed, more funding was injected through the existing
structure. Recall that the state government has to sign off on munici-
pal project proposals. The largest potential institutional impact is at
the municipal-submunicipal level.

The key institutional change encouraged by the Municipal Funds
program in Oaxaca is within municipalities, shifting town center/
agencia relations in favor of more outlying areas. In the context of the
traditional centralization of power within municipalities, the re-
quirement that most project funding go directly to the outlying vil-
lages created an important opportunity to target benefits to the
poorest areas and to increase their voice within local government.
Even though the per capita investments in outlying agencias may be
very low, the Municipal Funds program appears to increase their ca-
pacity to manage projects and perhaps represent the interests of their
constituents in other arenas. The sense of local entitlement encour-
aged by the Municipal Funds targeting formula could have unex-
pected consequences in favor of community empowerment (as in
Ixtlan). In spite of the disproportionate share of problem projects in
outlying areas, the Municipal Funds program still encouraged a new
degree of intramunicipal decentralization.

The Chiapas experience highlights the limits to Municipal Funds
as a poverty reduction strategy. Compared to Qaxaca, Chiapas mu-
nicipalities are larger in terms of both area and populatior, the class
and racial polarization between town centers and agencias is much
more stark, and mayors appoint submunicipal officials rather than
allowing them to be chosen by the villagers. Most municipal authori-
ties in Chiapas are fully backed by state officials, but they do not ap-
pear to represent majority interests--as indicated by the widespread
and broad-based civic movements that spread throughout the state
after January 1994, far beyond the area of military conflict (Luevano
1995; C. Rodriguez 1995). Since Chiapas mayors had the power to
appoint submunicipal agentes and since the Qaxaca evidence indicates
that the program tends to be turned over to these local leaders, the
program's targeting mechanism in favor of outlying areas is unlikely
to have encouraged more accountable governance. In Oaxaca, the
program'’s pro-rural, pro-municipal, agencis-targeting effort strength-
ened already responsive structures of local government in most of the
state. Because of the sharply different preexisting structures of local
government in Chiapas, the Municipal Funds program may well have
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strengthened authoritarian local elites. The Oaxaca-Chiapas compari-
son suggests that both municipal democracy and intramunicipal de-
centralization are necessary conditions for the Municipal Funds
program to target the rural poor effectively.

In conciusion, the impact of decentralization on government re-
sponsiveness depends more on the structures of governance than on
funding flows. It is often assumed that decentralization necessarily
encourages more accountable governance. The impact of decentrali-
zation on accountability depends on how representative local gov-
emment was before receiving additional external resources. At least in
Mexico, there is no evidence that increased external funding for mu-
nicipalities, even with pro-rural targeting mechanisms attached, in-
creases local-level accountability. Moreover, the Qaxaca experience of
empowering submunicipal levels of government will not be auto-
matically repeated elsewhere. In those states or regions where
submunicipal government leaders are appointed by the mayors rather
than chosen by their constituents, targeting funds to outlying areas by
itself will not necessarily lead to intramunicipal decentralization and
increased accountability to local communities. These conclusions sug-
gest, therefore, that increased funding without institutional change is
likely to reinforce the existing institutional structure.

Appendix 1

Sample of Oaxaca Municipalities

Percentage of

REGION/ Region's Size for
Municipality Population Region
CANADA

Santa Marfa Tecomavaca 0.91 small
San fuan Coatzospam 1.19 small
San Juan de los Cues 1.28 small
Eloxochittan de Flores Magén 2.23 medium
Teotitldn de Flores Magén 3.59 medium
San Lucas Zoguiapam 3.88 medium
Santa Maria Chilchotla 10.25 large
COAST

San Bartolomé Loxicha” 0.57 small
San Agustin Chayuco 1.14 smail
Pluma Hidalgo 1.24 small
San Andreas Huaxpaltepec 1.35 small
San Juan Cacahuatepec 2.00 medium
San Agustin Loxicha 5.63 large
San Pedro Pochutla 7.05 large



Percentage of

REGION/ Region's Size for
Municipality Population Region
ISTHMUS

Magdalena Tlacotepec 0.24 small
San Pedro Huilotepec (.46 small
San Francisco del Mar 0.94 small
Magdalena Tequisistlan 1.36 medium
Santc Domingo Petapa 157 medium
San Juan Guichicovi 5.36 medium
Juchitdn de Zaragoza 13.64 large
MIXTECA

Santa Cruz de Bravo 0.13 small
Teotongo 0.31 small
Santa Cruz Tacache de Mina 0.67 small
Santa Maria Yucuhiti’ 1.64 medium
Asuncién Neochixtlan 2.63 medium
Tecomaxtlahuaca” 2.64 medium
Hugjuapan de Ledén 9.47 large
SIERRA NORTE

San Pablo Macuiltianguis 0.89 small
Tanetze de Zaragoza 111 small
Santiago Comaltepec 1.17 small
Asuncibén Cacalotepec 1.52 medium
Santiago Zacatepec 3.00 large
San Pedro y San Pablo Ayutla 3.23 large
Ixtldn de Judrez - 375 large

Percentage of

REGION/ Region's Size for
Municipality Population Region
SIERRA SUR

San Juan Lajarcia 0.29 small
Santa Ana 0.57 small
Santa Maria Lachixio” 0.71 small
San Pablo Coatlén 1.28 medium
Villa Sola de Vega 3.87 medium
Putla Villa de Guerrero” 8.68 large
Miahuatlan de P. Diaz 9.22 large
PAPALOAPAN

San José Independencia 1.03 small
San José Chiltepec 243 small
San Pedro Ixcatldn 2.53 small
San Juan Lalana 3.64 medium
San Felipe Jalapa de Diaz 4.34 medium
San Juan Bautista Valle Nacional 5.56 medium
San Juan Bautista Tuxtepec 29.05 large
CENTRAL VALLEYS

Magdalena Mixtepec 0.07 small
San Sebastian Abasolo 0.29 small
Magdalena Apasco 0.50 small
La Compafiia 0.62 small
San Pablo Huixtepec 1.14 medium
Tlacolula 1.70 medium
Ejutla de Crespo 2.73 medium
Santa Lucia del Camino 4405 large

Note: The field team was unable to reach those municipalities denoted

with asterisks.
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Case Summaries 55

Selected Municipal Case Summaries

The following brief accounts provide illuminating detail on the con-
ditions surrounding the implementation of the Municipat Funds pro-
gram in ten of the fifty-seven communities included in the study. The
communities represent seven of the eight regions in which the field
research was conducted. These observations are summaries based on
field notes taken by the respective field researchers and often present
interpretations of the operations of the Municipal Funds program in
the words of the recipients themselves. They highlight the broad
range of variation in conditions in communities prior to the introduc-
tion of the Municipal Funds program; in the program's channeling
through diverse authority structures; in patterns of expenditure, often
combined with other funding or with exceptionaily high contributions
of labor; and in outcome and popular perceptions of outcome.

San Juan Lalana, Papaloapan Region
—FIELD RESEARCHER: Luis Adolfo Méndez Luge

San Juan Lalana is a small to medium-sized Chinanteca municipality
in the Papaloapan region. Most of its nearly 14,000 inhabitants live in
the forty-two outlying agencias. The Municipal Funds program tended
to operate relatively successfully in this region, with better consoli-
dated municipal councils and local committees, and more information
about the program at the grassroots. It is clear that the state govern-
ment’s Regional Delegation played an important role here; it report-
edly ratified projects chosen by the community but made no attempt
to shape project choices. ’

Most of the membezship of the local Solidarity Committees in San
Juan Lalana was made up of municipal authorities, although other
citizens were also named as committee members. The fequio labor
contribution is considered the “natural law” for all public works here,

and this viewpoint was easily transferred to projects supported by the
Municipal Funds program. Once the local Solidarity Comumittees
were formed, broader assemblies were convened only when there
were delays or irregularities in project implementation. Only one
committee had serious problems during the 1993 cycle; it was re-
lieved of its duties when it became clear that the rural road being
built would primarily benefit committee members' relatives and
friends. In contrast to other locales visited, the “community auditor”
In San Juan Lalana was active in local project management.

In terms of project impact, the local community was very satisfied
with the quality of the projects but felt they were too few in number.
Most projects were operational, except for the drinking water tank
that had been constructed below the level of most of the houses.
Punding had not been sufficient to undertake high-impact projects
such as drinking water or sewerage systems, roads, or housing. In-
stead, the community built schoolrooms, meeting halls, corn mills,
and sports fields. As one school principal noted: “There is more now
compared to what was done before, but it's all been done on a small
scale.” The mayor and village leaders agreed that by drawing on ex-
isting forms of organization, the Municipal Funds program had
helped to increase community organization and networking.

San fuan Guichicovi, Isthmus Region

—FIELD RESEARCHER: Luis Adolfo Méndez Lugo

San juan Guichicovi, a mid-sized, predominantly Mixe municipality
in the hinterlands of the Isthmus region, is characterized by intense
local conflicts between the ruling PRI party and a broad-based inde-
pendent community organization, the UCIZONI {(Union of Indige-
nous Communities of the Northern Zone of the Isthmus). Continued
challenges following the election of the PRI candidate as mayor had
forced this individual to conduct official mayoral business from his
home. His successor, despite the fact that he also is the local leader of
the ruling party, strongly criticized his predecessor's centralization of
power, including control over the Municipal Punds program. The in-
cumbent mayor noted that program participation was higher in the
semi-urban “core” of the municipality, though limited by the former
mayor's top-down style. The new mayor remained dependent on the
regional offices of the state government, especially in the Municipal
Solidarity Council.

UCIZONI, which has a strong presence in the outlying areas of the
municipality, claimed that the Municipal Funds program worked
poorly and has leveled related legal charges of corruption against the
previcus mayor. In two of the, ten agencias visited, local Solidarity
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Committees were found to be nonexistent. In one of those cases (Boca
del Monte), funding had been allocated for a drinking water system
that was never built: not only was the water source seven kilometers
away, it was at too low an elevation to be able to transport the water
using gravity. The project design had been provided by state gov-
emment technicians. Meanwhile, U.5.$3,000 worth of pipe remained
in storage.

Most of the local Solidarity Committees were run either by the
municipal agenies or by direct project beneficiaries, such as parents'
groups or school principals in the case of school repairs. The agentes'
importance in the program was reinforced by the mayor, who dealt
with them as his main interlocutors. Both the involvement of munici-
pal agentes and the inclusion of project beneficiaries built on the long-
standing tradition of community public works committees. All forty-
one of the municipality's agencias (including five controlled by
UCTZONI) were allocated some kind of project funds during the pro-
gram's first three years of operation. The state government's first-year
program goal was to reach as many communities as possible, shifting
to a more concentrated approach later on.

The regional officials from the state government played a deter-
mining role in project selection. “The assembly is not the birthplace of
the projects; it is where projects are ratified by the community.” This
practice yielded project selections that either did not have high prior-
ity or were not adapted to local conditions, such as the water system
mentioned above.

Villa Sola de Vega, Sierra Sur Region

-—FIELD RESEARCHER: Luis Adolfo Méndez Lugo

Villa Sola de Vega is a subregional center in the Sierra Sur, with over
11,000 mestizo and Chatino inhabitants. A broad-based independent
civic movement, the Frente Popular Solteco, won the last two munici-
pal elections, once each with the support of two very different na-
tional parties: the National Action Party (PAN) and the Party of the
Democratic Revolution (PRD). The Municipal Funds program oper-
ated smoothly here, although some outlying villages that had voted
for the official party complained that they were being “punished po-
litically” for their support for the PRI. However, even these commu-
nities received Municipal Funds in 1993, reportedly because their tum
had come up, though one municipal agente thought that the
“punishment had been lifted” after state government authorities
brought pressure to bear.

Local participation in the Municipal Funds program took two
forms. Projects that were categorized as public goods, such as basket-
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ball courts or drinking water systems, were managed by the local
submunicipal authorities. For those projects with more targeted im-
pact, such as school repairs or construction of a warehouse, especially
in areas outside the agencias, the local Solidarity Committee tended to
be composed of local citizens, such as the parenis’ association for the
school or farmers in the case of the warehouse. The committees lasted
only as long as the project was in the construction phase, except in the
case of a corn mill which was managed by a rotating committee to-
gether with the submunicipal authorities.

The Municipal Solidarity Council was the channel for presenting
the project options to the Iocal Solidarity Committees. The committees
then made their choices in open village assemblies. Neither citizens
nor submunicipal-level authorities were aware of the full range of
projects permitted under the official program menu. The mayor's of-
fice, together with the state government's subregional authorities
(ocated in the same town), reduced the program menu to three or
four options (such as a corn mill, school, drinking water system, or
warehouse), generally projects for which state authorities were able to
use existing prototypes to prepare project plans. According to the
former mayor, in the first year the communities tended to choose low-
impact projects, such as basketball courts, but the change in program
rules to require a 50 percent community contribution for such projects
encouraged other kinds of project choices later on. Municipal Funds
permitted undertaking more projects in the outlying communities
than had been done in the past, and almost all were operating and
well received. Some projects were carried out in stages, and some
were finished thanks to exira resources received from the state gov-
ernment. According to the former mayor, the Municipal Funds pro-
gram brought the town center and outlying villages closer together.

San Pablo Huixtepec, Central Valleys Region

—-FIELD RESEARCHER: Salomén Gonzilez

San Pablo Huixtepec is a medium-sized municipality, with over 8,000
inhabitants, located not far from the city of Oaxaca in the Central
Valleys. Political conflict is minimal, and out-migration is high (25 to
30 percent of the population). The Municipal Funds monies were
spent effectively but were centralized under the control of an enter-
prising mayor. Citizen participation was channeled through a “moral,
civie, and material improvement board,” organized to support the
then-mayor’s efforts. The official Solidarity structures were adapted
to local customs.

The former mayor explained: “My role was to say: you know
what? We received such-and-such amount of money, so you have to
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do it this way.” The local comumnittees did not make decisions or han-
dle money. Low community participation may have reflected chang-
ing conceptions of fequio. Residents increasingly refect obligatory,
unpaid labor, especially on projects they did not choose. The ex-
mayor explained that this change was due to the community’s in-
creased access to education.

The then-mayor was quite enterprising in administering Munici-
pal Funds, finding the lowest prices for materials and recruiting expa-
riate villagers to provide skilled labor and to open doors in the state
government. He also convinced the government to assign military
draftees to provide “voluntary” labor, and he raised project funds
from emigrants in the United States. The former mayor stressed the
importance of extra contributions from discretionary state funds,
without which many projects, such as street paving and a drinking
water system, would not have been completed. This “presidentialist”
approach depended heavily on one individual, who observed that his
successor had failed to “take the initiative.”

Tlacolula de Matamoros, Central Valleys Region
—FIELD RESEARCHER: Fausto Digz Montes

Tlacolula is a relatively urbanized commercial center in the Central
Valleys. According to the Mexican census, the population is a me-
dium-sized 10,000, although local experts estimate it at 25,000. The
town has undergone a decade of intense political polarization: an op-
position government ruled from 1986 to 1989, and it was succeeded
by parallel competing local authorities after election results were
widely disputed. The official-party mayor ruled from a private locale,
while the United Democratic Front of Tlacolula occupied the town
hall. Persistent political tensions kept citizen participation in the Mu-
nicipal Funds program to low levels. Municipal Funds were chan-
neled to the official-party mayor, who allocated them in furn to other
members of the ruling party in the town center. (This was clearly
visible in the town center's uneven patchwork of sections of street
paving.) The political conflict did not penetrate the municipality's
three outlying rural agencias, however, and community participation
in local development projects there was high.

In contrast to the pattern in the town center, local affairs in the
agencias are still handled in comununity assemblies, and traditional
community responsibility systems still operate. Local Solidarity
Commitiees were elected that included both municipal agentes and
citizens. Municipal Funds were well received: “In the first year that
we got funds, we really worked hard. The community was very
pleased because it wasn't just their own contributions, like before.”
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The agentes were nominated by their predecessors, but they had to
be approved by the assembly. In one agenciz, however, an outgoing
leader failed to give a final accounting to the community, and this
provoked a loss of confidence and a drop in participation. The urban
projects tended to be school related, because of the important role of
the teachers’ union conflict in local politics. The rural projects in-
cluded potable water delivery systems and a health clinic. The clinic
was usually unstaffed; though it was fully equipped, no medical per-
sonnel had visited the clinic in over four months.

Ixtlan de Juarez, Sierra Norte Region
—FIELD RESEARCHER: Fernando Guardarrama Olivera

Ixtlan, with over 6,000 inhabitants, mostly Zapotecs, is large for its
region but small when one considers that it is the district center of the
Sierra Norte. Relations between the town center and cutlying villages
are tense, aggravated by sharp class differences and a history of land
conflicts. Many of the outlying agencias joined to form a subregional
association of villages to represent their interests at the state and fed-
eral levels. In the context of this successful initiative, leaders in the
town center reportedly saw the Municipal Funds program as an in-
strument with which they could recover their lost influence in the
outlying villages.

When discussing the Municipal Funds program, leaders in both
the town center and the agencias concurred that state government of-
ficials usually made the final decisions on project selection. The mu-
nicipal authorities decided in 1992 to combine the budgets for nine
agencias in order to build a rcad that would reach only four of these
agencias directly and two more indirectly. In the meeting of the Mu-

nicipal Solidarity Council where this decision was ratified, agencia

leaders were pressed to give their consent without having the oppor-
tunity to consult their communities, and the decision provoked ex-
tensive grassroots dissent. Resentment increased when citizens
realized that this kind of road project could have been paid for with
other state government funds. Local residents also claimed that the
road project was not feasible given local soil and climatic conditions.
The outcome was that villagers felt that the town center had
wasted the first Jocal development funds targeted for them. Their
frustration probably drove the grassroots action (which included
egencia leaders) to detain the governor and his staff when they visited
the region in mid-January 1994, shortly after the Zapatista rebellion.
The mayor of Ixtlan was among those held hostage; when he threat-
ened to call on his neighbors to rescue him, the village leaders re-



60 Appendix 2

sponded that they were no longer afraid because “times have
changed.”

Inhabitants of the outlying communities tended to be critical of the
Municipal Funds program. For example, according to one villager:
“When the Municipal Funds started, those in the town center stopped
giving us our share of the funds [participaciones]. . . . It's been two
years now that they have given us nothing. . . . We hear a lot about
funding supports from Solidarity. . . . They must be distributing them
somewhere else, because here we haven't gotten anything. . . . They
den't take us into account when the time comes to divide up the
money that should go to each village. It comes already divvied out by
the higher-ups, and they give us so little; it doesn't pay for anything.
They say they're combating poverty, but it seems more like they're
combating the poor people. . . . They must want us to disappear.”

Tanetze de Zaragoza, Sierra Norte Region
—FIELD RESEARCHER: Fernando Guardarrama Olivera

Tanetze is one of the oldest municipalities in the Sierra Norte region.
The first Spanish census found over 3,000 inhabitants there in 1548,
almost twice the current population, still entirely Zapotec. One of the
region's most important grassroots groups also emerged in Tanetze;
the Independent Organization of United Communities of the Rincén
of the Sierra Judrez has focused on public services, production sup-
ports, and more accountability from higher levels of government.

The Municipal Funds program was incorporated into the existing
system of obligatory, unpaid, rotating community service responsi-
bilities (carges), as in most of the region. In the village center, for ex-
ample, the municipal councillor for public works led the local
Solidarity Committee. According to community custom, both the
Solidarity Comunittee and the municipal authorities are held account-
able by the assembly. The Municipal Solidarity Council met regularly,
and project choices reflected the decisions of the citizens' assembly.
The funds were divided equally between the municipal center and
the one agencia.

In Tanetze, the community decided to pursue their first-choice
project even though the government contribution to the budget was
far from sufficient: “The support from the govermnment was minuscule
(muy raguitico}; we knew it wasn't going to cover the cost, but the
corumunity decided to contribute in order to be able to do something
worth the trouble, even if it took us three years, like with the multi-
ple-use building that's under construction. . . . The government offi-
cials told us to do something simpler, like building bathrooms for the
municipal marketplace or some such thing, but the people didn't
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want to accept seraps, like putting a patch on old clothes. . . . Our an-
cestors taught us that when we do something we should do it well or
not do it at all; that's why we made the government accept our pro-
posal even though it wasn't going to be finished right away. A little
while ago the state government officials wanted to give us funding to
build two little rooms, but we said, thank you very much but we don't
want it. Better to give [the funds] to another community that would
accept them. But we didn't want them to come and bother us around
election time either, like they always do.”

The Municipal Funds budgets and technical support were addi-
tional sources of tension between the municipal and state govern-
ments: “The people who program the budgets for the Municipal
Funds projects never take into account the needs of the population.
We don't know on what basis they decide to give this or that amount,
just that they come only to tell us how much there is and never how
much we need. . . . When we had problems with the project last year,
we went to see them in December to get some technical advice, but
they told us that there was no more time because they were going on
vacation.”

San Pedro Pochutla, Coast Region
~—FIELD RESEARCHER: Manuel Fernéndez Villegas

Pochutla is a large regional center, covering both peasant/indigenous
upland villages and wrbanized commercial areas near the coast. From
1989 to 1992 it was governed by the semi-official Authentic Party of
the Mexican Revolution (PARM). Because of the Municipal Funds
program's bureaucratic and technical complexity, the municipal
authorities welcomed support from the state government. The local
Solidarity Committees ended up being run by the municipal agenfes,
and the regional representatives of the state government strongly in-
fluenced both the Municipal Solidarity Council and the local com-
munity assembly's decisions. At the community level, the program
was interpreted in terms of “which of these preselected options is
most useful for us?” Drinking water systems were often the top pri-
ority, but they tend fo cost more than the budgets allowed. Project
selection was the result of a “concertation” between the suggestions
of the state government technicians, the preferences of the municipal
leaders and agenfes, and the needs of the individuals meeting in the
local assembly.

The state authorities ran the Municipal Solidarity Council sessions
in which different local projects were voted on and prioritized. Proj-
ects that only involved generic prototype designs and budgets were
tavored, as were projects from the more politically influential locali-
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ties {not the poorest). Many projects had little impact; some were left
unfinished, in part because they were not community priorities (a
second basketball court or a school built where there were no chil-
dren), while others were finished but not operational because of lack
of support from other government agencies (a completed clinic that
lacked staff and furnishings).

Teotongo, Mixteca Region
—FIELD RESEARCHER: Alejandro Arellano

Teotongo is a small Mixteco village. Its local Solidarity Committee
was very active, drawing from a strong community assembly and
responsibility system. The Municipal Funds program began a year
late here, however, because of political complications. The municipal-
ity was divided between residents (led by dissident teachers) who
wanted to shift to the formal system of political party competition,
and those who favored the “traditional” system. The traditionalists
won, and local authorities continue to be chosen through “usos y cos-
turmbres.”

According to the ex-municipal treasurer, the leader of the local
Selidarity Committee “took charge of organizing the folks who were
going to work, because the work was done based on teguios. Actually,
the money from the program didn't add up to much; it was the con-
tribution: of labor and materials, the community work, that made the
difference.” The community assembly made real decisions in terms of
project management and financial accountability. Building on a pre-
vious state government community development program in the
Mixtec region, “Rain, Tequio, and Food,” the community stressed
drinking water as their main need. The residents ignored program
formalities and carried out the project in stages (first a well, then a
tank, and finally a distribution system). In contrast to most Municipal
Fund projects, higher-level officials regularly “supervised” the con-
struction, probably because of the village's proximity to the Mexico-
Oaxaca highway.

San Juan de los Cues, Cafiada Region
~~FIELD RESEARCHER: Luis Adolfo Méndez Lugo

San Juan de los Cues, with about 2,400 inhabitants, most of whom are
Mazatecos, is in the Cafiada region in the northemn part of Oaxaca
State. Assemblies here have very high rates of participation, and the
municipality has not experienced any electoral conflicts. Their Mu-
nicipal Funds experience was unusual for two reasons. First, one local

Solidarity Committee continued working for three years, whether or
not they received federal funds. Second, they used Municipal Funds
monies for productive investment. Project leaders were also local
submunicipal authorities, and the committees were quite autonomous
of the mayor's office (working directly with state officials, for exam-
le).

’ )One outlying community spent three years building a road. Their
first year of funding covered only two of the twenty kilometers
needed. The next year the community received no funding, while
other communities took their turns, but nevertheless the residents
continued to work on the road. As a “reward” for their continued ef-
forts, the state and federal governments authorized a budget far
above the usual ceiling, allowing the community to finish their road
within three years.

Very few municipalities spend their funds on productive invest-
ments, but here there was a track record of Agriculture Ministry sup-
port for small-scale irrigation for cash crops (mainly fruit). Farmers
were well, though not formally, organized. Project quality was rated
as good, though not excellent.
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Municipal

Submunicipal Governance Structures

OFFICIAL SELECTION PROCESSES FOR SUBMUNICIPAL AUTHORITIES

in Mexico

TABLEA.1

Municipal
Law and Submunicipal Selection
State Reforms Authorities Process
Aguascalientes 1977 Delegates All chosen by
11983] Subdelegates murdcipality
Commissioners
Demarcation leaders
Block leaders
Baja 1988 Councillors Elected
California Delegates Others chosen
Subdelegates by
Sector leaders manicipality
Baja 1986 Delegates Elected
California
Sur
Campeche 1981 Juntas Elected
[1983, Commissioners Elected
19941 Agenies Chosen by
municipality
Coghuila 1990 none

Law and Submunicipal Selection
State Reforms Authorities Process
Colima 1995 Juntas First two chosen
Commissioners by municipality;
Delegates third chosen
by mayor
Chiapas 1988 Municipal Chosen by
agentes municipality
Chihuahua 1982 Juntas Elected
[1992] Police
commissioners
Durango 1975 Juntas Not indicated
[1987] Headquarters
leaders
Block leaders
Guanajuato 1984 Delegates Chosen by
municipality
Guerrero 1984 Delegates Elected
{1989} Commissioners Chosen by
municipality
Hidalgo 1983 Delegates Chosen by mayor
Subdelegates Chosen by mayor
Munricipal colia- Chosen by
boration councils municipality
Jalisco 1984 Delegates All chosen by
Subdelegates murnicipality
Municipal agentes
México 1982 Coliaboration Elected
councils
Delegates Elected
Subdelegates Elected
Sector leaders Chosen by
municipality
Michoacin 1982 Tenancy leaders Elected
[1984} Block leaders Chosen by mayor



Mumicipal

Law and Submunicipal Selection
State Reforms Authorities Process
Morelos 1992 Municipal delegates Chosen by
Subdelegates municipality
Assistants
Nayarit 19%0 Social procurador Elected
Regional delegates
Delegates
Commissioners
Auxiliary leaders
Urban sector leaders
Rural sector leaders
Block leaders
Nuewo Leon 1991 Administrative Chosen by mayor
delegates
Citizen participation  Elected
organizations
Ouaxaca 1993 Municipal agenfes Chosen by mayor
Police agentes or elected
Puebla 1984 Auxiliary juntas Elected
Querétarc 1984 Delegates Chosen by
Subdelegates municipality
Sector leaders
Biock leaders
Quintana Roo 1986 Delegates Elected
[1990] Subdelegates
San Luis 1984 Delegates Chosen by
Potost municipality
Leaders of Chosen by
dependencias mayor
Sinaloa 1984 Councillors Chosen by
Commissioners municipality
Sonora 1984 Commissioners Chosen by
Delegates municipality

Municipal
Law and Submunicipal Selection
State Reforms Authorities Process
Tabasco 1984 Delegates Elected
Subdelegates Elected
Sector Chosen by
leaders municipality
Block Chosen by
leaders municipality
Tamaulipas 1984 Delegates Chosen by
Subdelegates municipality
Sector leaders
Block leaders
Tlaxcala 1984 Mayor's auxiliaries Elected
Veracruz 1984 Agentes Chosen by
Block leaders municipality
Yucatin 1988 Delegates Chosen by
Comunissioners municipality
Subcommissioners
Block leaders
Zacatecas 1993 Delegates Elected from
Commissioners list chosen by
Sector/section municipality and
leaders Social
Block leaders Participation
Committees

Source: Translation and summary of chart prepared by the Consejo Nacional
de Desarrollo Municipal, November 1995. Thanks very much to Manuel

Marroquin for providing this information.
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TABLEA2
SUBMUNICIPAL AUTHORITIES: ELECTED VERSUS APPOINTED

Elected (7) Appointed (14) Mixed {8)
Baja California Sur Aguascalientes Baja Califorria
Chihuahua Colima Campeche
Nayarit Chiapas Guerrero
Oaxaca Guanajuato Meéxico
Puebla Hidalgo Michoacdn
Quintana Roo Talisco Nuevo Ledn
Tlaxcala Morelos Tabasco

Querétaro Zacatecas

San Luis Potos{

Sinaloa

Sonora

Tamaulipas

Veracruz

Yucatan
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