Decentralizing City Management: A Successful Experiment

By Lubomir Ficinski Dunin
Urban issues in Paraná are not very different from those in most countries around the world. They relate to providing services such as transportation, health, water and sewage, education, and others, which create an enabling environment for the municipalities to prosper. What may be different is the way the State of Paraná faced such issues through its State Secretariat of Urban Development (SEDU), which succeeded the State Secretariat of Municipal Development (SEDM).

The present situation is a result of many years of effort. The process began in the eighties, and my lengthy career in Paraná’s urban development sector is associated with this process. In retrospect, Paraná’s success in urban development was possible thanks to our efforts to create an enabling institutional arrangement, decentralize assistance to municipalities, give capacity building the highest priority, link the debt capacity of municipalities to their ability to borrow for projects and activities, and ensure that the entire process leading to projects and activities was transparent.
The key factors in Paraná’s urban development were: institutional arrangement, decentralization, capacity building, debt capacity, and transparency. 

Enabling institutional arrangement

Archaic, slow, and bureaucratic organizational state structures are a major constraint to performing tasks and meeting daily challenges in many countries. In 1995 SEDU started to study the possibility of modifying and giving more flexibility to the status quo in matters concerning urban and regional development. At that time a new loan proposal, the Paraná Urban Program, was under discussion with the Inter-American Bank of Development (IDB). SEDU agreed with the Bank on the importance of institutional reform as a prerequisite for the new municipal development program. As a result, on July 30, 1996, a collaborating entity was created, which was able to ease the management of the public administration. This collaborating entity, Paranacidade, is an innovative concept. The new institution is described as a "non-profit corporate legal entity of public interest, classified as Autonomous Social Service," which operates under contract to the state to provide "institutional and technical services to municipalities in Paraná and to collect and invest financial resources in the state urban and regional development process." Paranacidade resembles a U.S. quasi public corporation.

As an autonomous social service entity, Paranacidade cooperates with the governor’s office, but is attached to and supervised by SEDU. It has a management contract from the State to implement urban and regional development policies, provide technical and institutional assistance to the municipalities of Paraná, and manage a Public Urban Development Fund (FDU).

Since the 1980s, there have been a number of investment programs in Paraná. For the last twenty years, the State has obtained financial resources from international banks and has lent these resources to local governments, so they could implement projects and programs which they could not otherwise afford. These loans to municipalities were repaid to the state, and in 1988 the government decided that it would repay the loans to the international banks, and would constitute a revolving fund financed by the payments from the municipalities. This revolving fund is managed by Paranacidade, and today it has over $150 million. 

Since its creation Paranacidade has accelerated the urban development process by: facilitating relations and acting as a buffer between the municipalities and Federal and State institutions; allowing for greater coordination in the use of all resources for urban development programs and projects in the State; and using effectively and efficiently the resources for technical, administrative and financial strengthening of the municipalities.

Paranacidade is also pursuing a program of studies and setting up a database for urban programs and municipalities. Paranacidade is a flexible institution which can delegate management and facilitate participation in any type of contractual agreements between local governments and the private sector.

Decentralization

This new institutional arrangement allows for decentralization, capacity building programs, controlled debt capacity of local governments, and transparency of the urban development process. In Paraná we think of decentralization as decentralization of power—a transfer of functions and responsibilities from the highest to the lowest level, from state level to municipal level. Paranacidade is participating in this effort by supporting the Municipal Associations. All municipalities in Paraná belong to an association that brings together on a voluntary basis municipalities from a particular region. The association was basically used as a policy instrument for ensuring that the government serves the region’s interests. As an adjunct, it provides a number of related services.

As a result of an agreement with SEDU and Paranacidade, the associations were outfitted with a small body of technical staff to provide support to municipalities unable to hire specialized personnel on account of their size, or because of scant resources. The urban program further extended these new functions of the associations enabling them to analyze projects valued up to $200,000, monitor the bidding process, and follow up on works. The association receives a fee for these services.

Thus, the process of decentralization began with functions formerly performed by the state being transferred to the associations. The associations, in partnership with the state, became centers for formulating the regional development programs that they would implement. Aware of the need for further strengthening, the associations established the Federation of Associations, their legitimate representative body before the state government.

Capacity building

To strengthen the municipalities—the local power—a broad range of projects were developed including: tax codes, catasters, land use plan reviews, hardware and software purchases, cartographic databases, and geoprocessing projects. The cartographic databases, essential for municipal administration, merit special attention. Paraná’s urban centers, excluding Curitiba that has his own development project, cover a total area of 4,730 square kilometers, with 5.5 million inhabitants. Paranacidade, on behalf of municipalities, has already made the photogrametric coverage of 3,500 square kilometers, which are home to 4 million inhabitants.

In addition to these institutional development projects carried out by consultants, Paranacidade also provided various municipal training programs. The associations technical staff were trained in project analysis, bidding process, works supervision, borrowing capacity determination, and tax system. The municipalities that already received the cartographic databases were trained in how to use them.

Debt capacity

One measure of fiscal adjustment ongoing in Brazil was to limit the growth of public debt, including borrowing by local governments. Therefore, borrowing was to be cleared by the central bank. In Paraná approximately 40 percent of the municipal funds come from federal transfers, 30 percent from state transfers, and the other 30 percent comes from the municipality own financial effort. Municipalities know that federal and state transfers are automatic. However the amount of local resources each municipality is able to generate varies greatly from one municipality to another and must increase. The ability to borrow is directly linked to the ability of local governments to generate their own resources. The more a municipality can increase its own financial resources, the more it can borrow. Paranacidade, through the projects already mentioned, has been supporting the ability of the municipalities to increase their own resources.

Transparency

To enhance transparency in its relationship with the associations and municipalities Paranacidade decided to set up an independent technical audit unit to verify the quality of the works and the accuracy of the measurements, and to develop a follow up and monitoring program (SAM) to handle a copious amount of data. The idea of using independent consultants to control quality and expansion of works is new for this kind of urban projects in Brazil. Supervision in the field, done at random or in response to complaints, make it possible to verify compliance with the project specifications and designs and accuracy of the measurements.

The development of SAM represented a vast effort on the part of Paranacidade. All of the associations are now online and connected to the system, and they are transferring information to the database. This makes it possible to track in real time the status of any work, service, or good acquired under the urban program. All kinds of data can be obtained, and reports and documents are generated automatically.

The future

The process initiated in 1980 has been sustainable over time. This made it possible to get good grounding in the subject at the municipal level and to begin influencing the development of a management culture. Despite the changes and turnover in the state governments and in the mayors’ offices, the more permanent technical staff are aware that cities still have deficiencies in terms of urban and social structure and need to continue streamlining their management. 
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