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The Centralism of “T'wenty-First-Century
Socialism’: Recentralising Politics in
Venezuela, Ecuador and Bolivia

KENT EATON*

Abstract. Presidents Hugo Chévez, Rafael Correa and Evo Morales have all sought to
reverse the policies of decentralisation that were adopted in the 1990s in Venezuela,
Ecuador and Bolivia. This article adapts ideational and institutional hypotheses from
the earlier literature on decentralisation to explain this recent movement in the op-
posite direction. At the ideational level, because of the close association of decen-
tralisation with liberalisation in each country, recentralisation emerged as a way for
presidents to reverse the legacies of their neoliberal predecessors. Beyond ideology,
recentralisation can be explained by paying attention to the territorial distribution of
electoral support; presidents used it to weaken the sub-national governments where
the opposition had found political shelter, while simultancously redirecting recen-
tralised resources toward supporters.
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One of the key developments of the first decade of the new century in
Latin America was the emergence of leftist presidents who reversed the market
reforms adopted at the end of the twentieth century. This phenomenon ad-
vanced furthest in Venezuela, Ecuador and Bolivia, where deep frustration
with neoliberal economics fuelled the election and re-election of charismatic
new leaders. The reversal of market reform occurred first in Venezuela, when
voters repudiated economic liberalisation by electing Hugo Chavez in 1998
and then re-electing him by wide margins in 2000, 2006 and 2012. Bolivia
followed suit with the 2005 election and 2009 re-election of Evo Morales,
whose critique of neoliberalism resonated broadly among voters alienated by
the failures of one of Latin America’s most radical experiences with market

Kent Eaton is professor and chair of politics at the University of California, Santa Cruz.
Email: keaton@ucsc.edu.

* In addition to my research assistant, Matthew Boitano, I would like to thank Jeff Bury, Tyler
Dickovick, Maiah Jaskoski, Flora Lu, Mark Massoud, Eleonora Pasotti, Ben Read and Roger
Schoenman for their helpful comments on this article. I am grateful to the UC Pacific Rim
programme for research support, and to Edward Schatz and Ana Maria Bejarano for the
invitation to present an carlier version of this article at the University of Toronto in 2010.

https://doi.org/10.1017/50022216X13000795 Published online by Cambridge University Press


https://doi.org/10.1017/S0022216X13000795

422 Kent Eaton

reform. Most recently, Rafael Correa in Ecuador won election in 2006 and re-
election in 2009 and 2013 by tapping into popular dissatisfaction with what
he termed the country’s long dark night of neoliberalism’. In each case these
presidents interpreted their repeated and convincing electoral victories as
support for the construction of new forms of socialism in the twenty-first
century, in contrast to the more moderate, market-friendly approaches of
leftist governments elected elsewhere in Latin America, including Brazil and
Chile.

But the effort by popular presidents to shift from twentieth-century
neoliberalism to twenty-first-century socialism is just one dynamic that
contemporary Venezuela, Ecuador and Bolivia have in common. Presidents
Chavez, Correa and Morales share more than an antipathy to the measures of
economic liberalisation that their predecessors adopted, and although their
efforts to reverse such policies have received by far the most attention from
scholars and journalists, each president also worked consistently to reverse
many of the policies of decentralisation adopted prior to his election. Like
most of the region, all three countries introduced important decentralising
changes in the 1990s, the combined effect of which was to greatly enhance the
stature of sub-national governments relative to the anaemic roles they had
previously played. These changes included political decentralisation (introdu-
cing clections for sub-national officials), administrative decentralisation
(devolving important governmental services) and fiscal decentralisation (intro-
ducing transfer systems to share revenue automatically with sub-national
governments). In this article I show how these earlier decentralising changes
came under attack from Chévez, Correa and Morales, all of whom had
concluded at least one term in office by 2012. Whereas their opposition to
liberalisation was incontrovertible from the very beginning of their govern-
ments, it was only over time that solid evidence emerged of their lesser-known,
but potentially equally significant, opposition to decentralisation.

In attempting to shift the analytical focus from the reversal of liberalisation
to the reversal of decentralisation, it is useful to acknowledge and interrogate
an important asymmetry in the public avowals of these three presidents. While
each embraced the critique of neoliberalism and the espousal of socialism as
core to his mandate as president, none would admit to being opposed to
decentralisation per se. On the contrary, all three presidents used language that
appeared to value local communities and celebrate the devolution of power,
which each argued had in fact occurred on his watch. So, what I seek to explain
here is their hostility to the policies of decentralisation that were adopted
before the election of each president, rather than their animus towards all

' Kurt Weyland, Ratl Madrid and Wendy Hunter (eds.), Leftist Governments in Latin
America: Successes and Shortcomings (New York: Cambridge University Press, 2010).
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forms of decentralisation or to the idea of decentralisation itself. Indeed, these
presidents sought to reverse earlier decentralising changes precisely in order to
advance what they promoted as alternative forms of local autonomy. The issue
is not whether they tried to reverse earlier policies of decentralisation — the
evidence that they did is strong — but rather what these efforts meant for each
president and what they reveal about underlying regime dynamics. In other
words, fuller accounts of these important new regimes require that we under-
stand what happened not just to liberalisation but also to decentralisation.

Beyond demonstrating how these three presidents challenged decentralisa-
tion, this article seeks to answer the more difficult question of why they did so.
There is little scholarship on recentralisation, so earlier literature on
decentralisation is used for theoretical insights that might illuminate more
recent and ongoing changes in the opposite direction. Beginning in the 1990s,
scholars generated a great variety of hypotheses to explain politicians’ support
for decentralisation, a policy trend that swept not just Latin America but
much of the developing world. Some focused on democratisation and liber-
alisation, asking whether democrats supported decentralisation in the belief
that it would prevent future authoritarian reversals, and whether neoliberals
supported decentralisation in the belief that it would shrink the central state.>
Others looked to more structural causes such as urbanisation and the shift to
a post-Fordist economy in which firms now demand institutional support
from nimble sub-national governments. Still others looked to political insti-
tutions and the partisan and electoral incentives that encouraged individual
politicians — either ‘from above’ in the national government or ‘from below’
in sub-national governments —to push for decentralisation.* Appropriately
altered, can these same hypotheses now explain the shift in power back to the
centre?

This article draws on two of the most salient types of explanations gen-
erated by the earlier literature on decentralisation: ideational and institutional.

* On the first question, see Andrew Nickson, Local Government in Latin America (Boulder,
CO: Lynne Rienner, 1995); and Kent Eaton, Politics Beyond the Capital: The Design of
Subnational Institutions in South America (Stanford, CA: Stanford University Press, 2004).
On the second, see Richard Bird and Francois Vaillancourt (eds.), Fiscal Decentralization in
Developing Countries (New York: Cambridge University Press, 1998).

* On urbanisation, see David Samuels, “The Political Logic of Decentralization in Brazil’, in
Alfred Montero and David Samuels (eds.), Decentralization and Democracy in Latin America
(Notre Dame, IL: University of Notre Dame Press, 2004). On the post-Fordist economy, see
Richard Doner and Eric Hershberg, ‘Flexible Production and Political Decentralization:
Elective Afhinities in the Pursuit of Competitiveness’, Studies in Comparative International
Development, 34: 1 (1999), pp. 45-82.

* Kathleen O’Neill, Decentralizing the State: Elections, Parties and Local Power in the Andes
(New York: Cambridge University Press, 2005); and Eliza Willis, Christopher Garman and
Stephan Haggard, ‘The Politics of Decentralization in Latin America’, Latin American
Research Review, 34: 1 (1999), pp. 7-56.
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Rarely were these explanations combined in that literature; whereas ideational
arguments emphasised normative and principled commitments to decentra-
lisation, institutionalists argued that politicians supported decentralisation
independent of its merits and purely as a way to advance political careers and/
or defend short-term electoral interests. In fact these explanations can be
conjoined to offer a compelling account for why presidents have sought to
recentralise. What is lost in terms of parsimony is offset by a fuller and more
accurate explanation of the politics of recentralisation. At the ideational level,
aspects of the drive to recentralise power in these three cases would remain
unintelligible without examining the ideological dimensions of the struggle
between officials in national and sub-national governments. Unlike in many
other countries in the region, decentralisation in Venezuela, Ecuador and
Bolivia was intimately tied to neoliberalism in the 1990s. This close association
subsequently enabled Chévez, Correa and Morales to make two arguments in
defence of recentralising measures. First, the support of pro-market presidents
for decentralised governance made it possible to impugn the motives behind
decentralisation and to maintain that each country had experienced the wrong
type of decentralisation. Second, the conflation of decentralisation with
liberalisation bolstered the claim that undoing decentralising changes was itself
a way to undo neoliberalism. At the other end of the ideological spectrum,
those who benefited from or who sought to defend market reforms saw
recentralisation as a direct threat to those reforms.

While ideological contestation forms the backdrop for the struggle over
recentralisation in these three cases, institutionalist approaches are most
helpful for understanding the shape and urgency that the drive toward
recentralisation has taken. Kathleen O’Neill’s work is especially useful in its
emphasis on politicians’ calculations about the territorial distribution of their
electoral support and the likelihood of winning either national or sub-national
elections. Just as O’Neill has argued that national politicians decentralised
when their electoral prospects were better at the sub-national level than at the
national level, I find that national politicians confident of their continued
success in national elections pursued recentralisation in the face of persistent
and significant sub-national electoral defeats. Many of the most economically
dynamic and important sub-national units in Venezuela, Ecuador and
Bolivia (both municipalities and states/provinces/regions) were continuously
governed by opponents of the president, despite each president’s impressive
successes in national electoral contests (including not just re-elections but also
recalls, plebiscites and referenda). Having successfully overcome most checks
on their power by controlling almost all salient national institutions, pre-
sidents Chavez, Correa and Morales saw recentralisation as a way to over-
come remaining checks in the form of opposition-controlled sub-national
governments.
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The more recent phenomenon of recentralisation is not simply the obverse
of decentralisation, however, and O’Neill’s approach cannot be applied in a
mechanical fashion. Instead, the drive toward recentralisation produced two
important dynamics that were absent from the earlier pursuit of decentralisa-
tion and that are not captured in her approach. First is a high degree of
asymmetry; whereas decentralisers in the 1990s endorsed mostly universal
changes vis-a-vis sub-national units, recentralisers have sought where possible
to impose specific losses on particular, opposition-governed sub-national
governments. Second, whereas O’Neill’s approach suggested that the sup-
porters of decentralisation could reap its benefits only in the future when they
had won sub-national races, the supporters of recentralisation can and do
experience immediate gains. From the centre’s perspective, recentralisation
does not confront the same cross-temporal trade-offs that complicated
decentralisation. Not only can recentralisation hobble the political opposition
as soon as it is adopted, but it can also, in a more positive mode, simul-
tancously enable presidents to build and maintain new support coalitions at
the centre. Revenues and responsibilities wrested away from opposition-
controlled sub-national governments can be, and have been, redeployed to
favour regime supporters, amounting to a ‘punish and reward’ strategy that was
missing from the earlier dynamic of decentralisation.

From Decentralisation to Recentralisation

In using the literature on decentralisation to shed light on the phenomenon of
recentralisation, one of the most prominent hypotheses to consider is that
which explains the devolution of power to sub-national governments as a
result of the ideational triumph of the market. According to this neoliberal
thesis, pro-market reformers endorsed decentralisation for a variety of reasons,
including that it would reduce the salience of the central government (along
with that of powerful unions organised to influence that level of government),
force sub-national governments to mimic the market and compete with each
other for private investment, and enable the central government to achieve
fiscal balance by offloading significant expenditures onto sub-national
governments.’

However, the neoliberal thesis was confronted with the empirical reality
that market reforms had not actually driven many of the most important cases
of decentralisation in Latin America. In Colombia, for example, the
Conservative and Liberal parties decided to decentralise in the mid-1980s in

> The Chilean case figured prominently in this line of argument. See Mario Marcel,
‘Decentralization and Development: The Chilean Experience’, in Gustav Ranis (ed.), En
Route to Modern Growth: Essays in Honor of Carlos Diaz-Alejandro (Washington, DC: Johns
Hopkins University press, 1994).
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response to public protests over inferior governmental services and in the
hopes that stronger sub-national governments could help end the internal
armed conflict.® In Peru, well before Alberto Fujimori took the country in a
neoliberal direction, Alan Garcia’s leftist government decentralised in the late
1980s for reasons that had much to do with his party’s hopes of winning
regional elections.” In the case that had perhaps the greatest resonance in the
region, Brazil decentralised in the 1980s not as a way to limit state intervention
in the economy but rather in response to a broad demand for devolution as an
antidote to authoritarian rule.® More generally, research showed that decen-
tralisation can be used for illiberal ends, including to expand the prerogatives
and resources of the sub-national state in ways that increase the aggregate size
of the public sector, just as certainly as it can be used for liberal retrenchment
purposes.®

Although the neoliberal hypothesis was thus correctly dismissed by those
looking for region-wide explanations of the turn toward decentralisation,
market reform clearly operated as an important driver of decentralisation in
the three countries that are the focus of this article. As described in greater
detail in the case studies below, the governments that opted for decentralisa-
tion (the second Carlos Andrés Pérez administration in Venezuela, the Jamil
Mahuad and Gustavo Noboa administrations in Ecuador, and the first
Gonzalo Sinchez de Losada administration in Bolivia) were all closely iden-
tified with the attempt to reorient economic policy away from statism and
toward the market. The ideological orientation was clear: decentralisation was
promoted by neoliberal presidents whose visions of a less statist political
economy involved devolution to sub-national governments. Beyond my three
cases, I hypothesise that, where it was liberalisation that drove decentralisation,
we should expect that subsequent struggles over the status of those market
reforms will also lead political actors to revisit the decentralisation debate, and
that these ideational conflicts will be important for understanding the pursuit
of recentralisation.

Coming as it did on the heels of the institutionalist turn in political science,
the study of decentralisation also produced a number of arguments about how

¢ Pilar Gaitan and Carlos Moreno, Poder Local: realidad y utopia de la descentralizacion en
Colombia (Bogota: Tercer Mundo, 1991).

7 Gregory Schmidt, ‘Political Variables and Governmental Decentralization in Peru: 1949
1988’, Journal of Interamerican Studies and World Affairs, 31: 1/2 (1989), pp. 193-232.

¥ Jos¢ Murilo de Carvalho, ‘El federalismo brasilefio: perspectiva histérica’, in Alicia
Hernandez Chavez (ed.), sHacia un nuevo federalismo? (Mexico City: Fondo de Cultura
Econémico, 1996).

? Brazil is a particularly important case in this regard. See Brasilio Sallum Jr., Labirintos:
dos generais 4 Nova Repiblica (Sao Paulo: Editora Hucitec, 1996); and Kent Eaton,
‘Decentralization’s Non-Democratic Roots: Authoritarianism and Subnational Reform in
South America’, Latin American Politics and Society, 48: 1 (2006), pp. 1-26.
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institutional incentives could account for the shift to decentralised govern-
ance. Relative to ideational arguments, these institutional accounts received far
more scholarly attention and resulted in more precisely specified theories.
Three arguments were particularly influential, but of variable degrees of
usefulness for the study of recentralisation in my three cases.

First, Eliza Willis, Christopher Garman and Stephan Haggard argued that
internal party dynamics and lines of accountability within political parties
were key to understanding decentralisation.’® According to these scholars,
national legislators who are beholden to sub-national officials within their
parties (that is, governors) are more likely to support decentralisation than
legislators whose careers depend on pleasing national party leaders, a hypo-
thesis that explains why countries such as Argentina and Brazil were far more
decentralised than Mexico and Venezuela in the 1990s. On the one hand, this
argument is useful for my purposes because it underscores the tremendous
latitude that Chévez, Correa and Morales all enjoyed as the undisputed leaders
of new parties which they themselves had built and which declined to give
important forms of authority to sub-national officials such as mayors and
governors.”” On the other hand, the collapse of established party systems in
these three cases and their replacement with poorly institutionalised new
parties mean that the analytical leverage provided by this party-centric account
is limited, beyond the simple point that the presidents’ own parties failed to
impose checks on their drives toward recentralisation.

A second influential institutional account is that of Tulia Falleti, who
emphasised the territorial interests of the institutional actors who initiate the
decision to decentralise.’* Focusing on the distinction between administrative,
fiscal and political decentralisation, Falleti argued that the national executive
prefers a sequence of changes that shifts from administrative to fiscal and then
to political decentralisation, while sub-national officials prefer the opposite
sequence. While the first path of national dominance limits the degree of
autonomy that sub-national governments come to enjoy as a result of de-
centralisation, as occurred in Argentina, the sub-national dominance path
produces far greater autonomy, as in Colombia. Applying Falleti’s same logic
to the case of recentralisation leads to the hypothesis that presidents would
prefer first to recentralise political authority (before fiscal or administrative

¢ Willis, Garman and Haggard, “The Politics of Decentralization’.

" Although Morales enjoys less latitude within his party than Chévez and Correa do in theirs,
his internal checks are generated by leaders of the constituent movements that make up the
MAS, not by mayors or governors. See Raul Madrid, ‘Bolivia: Origins and Policies of the
Movimiento al Socialismo’, in Steven Levitsky and Kenneth Roberts (eds.), The Resurgence of
the Latin American Left (Baltimore, MD: Johns Hopkins University Press, 2011).

'* Tulia Falleti, Decentralization and Subnational Politics in Latin America (New York:
Cambridge University Press, 2010).
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authority) because it was political decentralisation that they found most
threatening and tried to defer until the end of the sequence. In contrast, in my
three cases presidents have very much dominated the decision to recentralise,
but they prioritised fiscal and administrative measures over political recen-
tralisation. Presidents may well prefer to appoint sub-national officials, but
cancelling sub-national elections once they have been introduced appears to be
a non-starter in contemporary Latin America (except in the wake of outright
authoritarian reversals, as in Peru in 1992)."3 Perhaps sensing that sub-
national elections are here to stay, presidents have prioritised instead fiscal and
administrative changes designed to reduce the governing authority of those
sub-national governments where the opposition continues to win elections.

Kathleen O’Neill’s work constitutes yet a third institutionalist approach,
one that is especially valuable for the study of recentralisation. According to
her argument, when national party leaders believed that sub-national offices
would be important to their parties in the future, they sought to make those
offices more attractive and powerful through the adoption of decentralisa-
tion.’#* She shows that governing party leaders in Colombia and Bolivia
decentralised when they judged their chances of holding on to the national
executive branch to be quite slim, while their counterparts in Venezuela and
Ecuador, who had grounds to be more optimistic, preferred to keep authority
centralised. Lengthy time horizons are a critical component of O’Neill's model
because, even as fiscal decentralisation would produce hoped-for long-term
gains at the sub-national level, it would impose immediate losses on the
national politicians who adopted it and who would have access to fewer fiscal
resources for the duration of their control over the national government. In
this sense, fiscal recentralisation has proved to be even more appealing than
fiscal decentralisation. Supporters of fiscal decentralisation in the national
government faced a strong cross-temporal trade-off in that they had to be
willing to undergo immediate losses in the expectation of future gains (after
they could run for and win control over sub-national governments). But
supporters of fiscal recentralisation in the national government, in contrast,
could enjoy immediate gains of two types: imposing losses on opponents and
redirecting recentralised revenues to their own supporters.

More generally, the same emphasis on the territorial distribution of elec-
toral support that characterised O’Neill’s approach to decentralisation also
helps expose the core rationale behind the more recent pursuit of recen-
tralisation. Consider first the national level. Chdvez, Correa and Morales have

"* This is not to say that presidents have refrained from seeking to affect the independence of
electoral processes at the sub-national level, as discussed in the case studies below, but these
have not so far taken the form of a direct push to cancel sub-national elections.

'+ Kathleen O’Neill, ‘Decentralization as an Electoral Strategy’, Comparative Political Studies,
36: 9 (2003), pp. 1068-91.
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been remarkably successful not just in winning election and re-election (and
surviving recall votes in Venezuela in 2004 and in Bolivia in 2008), but also in
increasing their representation in important national institutions, including
legislatures, judiciaries, comptrollers, electoral courts and regulatory agencies.”s
Just as importantly, presidential supporters also won elections that gave them
majorities in the constituent assemblies that were convened to produce new
constitutions in Venezuela (1999), Ecuador (2008) and Bolivia (2009). In each
case, new constitutions significantly expanded presidential power relative to
other branches of government.*®

In all three countries, the rapid attenuation of checks by independent
or opposition-controlled national institutions has thrown into sharp relief
the existence (and persistence) of checks by sub-national governments. In
Venezuela, for example, while Chavez’s opponents enjoyed little represen-
tation in the national assembly, the elections for which they boycotted in
2005, the opposition won important states and municipalities in the 2000 and
2008 sub-national elections.’” In Ecuador, when Correa suspended Congress
in 2007 and thereby eliminated an important space for the representation of
opposition interests, the popular mayor of Guayaquil, Jaime Nebot, emerged
as the leader of the resistance to the president. In Bolivia, Morales’ landslide
electoral victory on 18 December 2005 sidelined Congress by ending the role it
traditionally played in selecting the president, even as on that same day his
opponents won control over a majority of departments in regional elections.

In a challenging national electoral environment, electoral victories in sub-
national governments have provided a lifeline to the president’s ideological
opponents. Controlling sub-national governments is certainly no substitute
for having adequate representation in national institutions, but the shelter pro-
vided by sub-national governments was critical for opposition groups — both
those who hoped to use them as a tochold to launch national movements that
challenge twenty-first-century socialism, and those who simply wanted to
pursue alternative market-oriented projects in the territorial units that they

> On Venezuela, see Daniel Hellinger and Steve Ellner, Venezuelan Politics in the Chdvez Era:
Class, Polarisation and Conflict (Boulder, CO: Lynne Rienner, 2004). On Ecuador, see
Catherine Conaghan and Carlos de la Torre, “The Permanent Campaign of Rafael Correa:
Making Ecuador’s Plebiscitary Presidency’, Press/Politics, 13: 3 (2008), pp. 267-84. On
Bolivia, see John Crabtree and Laurence Whitehead, Unresolved Tensions: Bolivia Past and
Present (Pittsburgh, PA: University of Pitesburgh Press, 2008). On the resurgence of the Left
more generally, see Levitsky and Roberts (eds.), Resurgence.

Renata Segura and Ana Maria Bejarano, {Ni una asamblea mds sin nosotros!: Exclusion,
Inclusion and the Politics of Constitution-Making in the Andes’, article presented at the
2009 LASA Conference, Toronto.

This landscape changed only in 2010 with the strong performance of the opposition in the
November legislative elections, in which the governing Partido Socialista Unido de
Venezuela (United Socialist Party of Venezuela, PSUV) won 48.3 per cent of the vote.
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held. As an example of the former, the victory of opposition politicians in
critical sub-national races in 2008 in Venezuela accelerated efforts to create a
unified national opposition movement known as the Mesa de Unidad
Democritica. As examples of the latter, the ability of the opposition to hold
Guayaquil in Ecuador and Santa Cruz in Bolivia ignited autonomy move-
ments that sought to preserve each jurisdiction’s more market-friendly
framework.™®

Just as the hope of winning sub-national races animated the decision to
decentralise in O’Neill’s model, the fear that the opposition will continue to
win important sub-national races has propelled the more recent pursuit of
recentralisation. More specifically, opposition-controlled sub-national govern-
ments pose three types of threats to Chévez, Correa and Morales. First, while
the established party system collapsed in each country with the rise to power of
each president, sub-national governments have enabled the survival of these
parties, without which it is likely that they would have disappeared from the
scene. For example, the Partido Social Cristiano (Social Christian Party, PSC)
in Ecuador retained control over the province of Guayas and the municipality
of Guayaquil, the Movimiento Nacionalista Revolucionario (Revolutionary
Nationalist Movement, MNR) has persisted as a presence in the Bolivian
departments of Beni and Tarija, and Accién Democritica (Democratic
Action) and Comité de Organizacion Politica Electoral Independiente
(Political Electoral Independent Organisation Committee, COPEI) candi-
dates have won gubernatorial elections in Aragua, Miranda, Nueva Esparta
and Tachira in Venezuela. Second, in addition to keeping traditional parties
alive, sub-national governments have served as important conduits for the
emergence of new challengers who have no or few ties to the earlier party
system and who may therefore be even more threatening, including
such figures as Miranda governor and 2012 and 2013 presidential candidate
Henrique Capriles and Chacao mayor Leopoldo Lépez in Venezuela. Third
is the size and economic and political significance of the sub-national
governments that the opposition has won and held. The opposition has won
control of many of the most economically powerful jurisdictions in each
country, including gas-producing Tarija in Bolivia, oil-producing Zulia and
the industrial state of Carabobo in Venezuela, and agro-export-dominant
Guayas in Ecuador.

To summarise the argument that I apply to the specifics of my three cases in
the remainder of the article, Chévez, Correa and Morales have pursued

"8 Kent Eaton, ‘Conservative Autonomy Movements: Territorial Dimensions of Ideological
Conflict in Bolivia and Ecuador’, Comparative Politics, 43: 3 (2011), pp. 291-310. See also
Felipe Burbano, ‘Las luchas autonémicas de Guayaquil y Santa Cruz’, in Enrique Arceo and
Eduardo Basualdo (eds.), Los condicionantes de la crisis en América Latina (Buenos Aires:

CLACSO, 2009).
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recentralisation for both ideational and institutional reasons. As an ideological
struggle, recentralisation appealed to the presidents in all three cases because it
offered an important arena in which to challenge one of the most important
legacies inherited from their neoliberal predecessors: decentralisation. In
addition to ideology, I will show how recentralisation appealed to each presi-
dent’s institutional interests, both as a way of responding to the persistence of
the opposition’s electoral strongholds at the sub-national level, and as a way of
redirecting resources toward supporters in new relationships unmediated by
sub-national governments.

Venezuela

In Venezuela, decentralisation is connected to liberalisation not just because all
significant decentralising reforms were adopted by neoliberal governments, but
because these reforms were explicitly designed to help the regime weather the
storm created by neoliberalism. In February 1989, Venezuela exploded in
violence in response to neoliberal pricing measures introduced by President
Carlos Andrés Pérez. One chief result of the Caracazo was that it increased
support among the traditional parties for thorough-going decentralisation
reforms designed to shore up the political establishment.’® Figures within
the establishment who had blocked meaningful decentralisation before the
Caracazo subsequently relented and endorsed it as one possible way to close
the great distance between state and society that the protests had exposed.>® As
a result, later in 1989 the government introduced elections for sub-national
chief executives, including for mayoral offices that had not previously existed
and for gubernatorial offices that had been appointed by the centre.>!
Market-oriented economics and decentralisation also characterised the
administration of Ramén Veldsquez, who became president after Pérez’s
impeachment on corruption charges in 1993. As head of the commission that
had promoted state reform via decentralisation in the 1980s, Veldsquez pushed
the decentralisation agenda through a series of institutional, organisational
and policy changes. This included the creation of a new Ministry of Decen-
tralisation and support for a new organisation — the Association of Venezuelan
Governors — that would bring together the governors to press common

' Merillee S. Grindle, Audacious Reforms: Institutional Invention and Democracy in Latin
America (Baltimore, MD: Johns Hopkins University Press, 2000).

** Michael Penfold Becerra, ‘Electoral Dynamics and Decentralization in Venezuela’, in Al
Montero and David Samuels (eds.), Decentralization and Democracy in Latin America
(Notre Dame, IL: University of Notre Dame Press, 2004), pp. 155-79.

*' The Pérez government also legislated an approach to administrative decentralisation that
enabled sub-national governments to petition for the transfer of expenditure responsibilities
on a case-by-case basis. Carlos Mascareo, Balance de la descentralizacion en Venezuela: logros,
limitaciones y perspectivas (Caracas: Editorial Torino, 2000).
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concerns. Meaningful fiscal decentralisation occurred in 1993 and 1996, when
governors — now directly elected — used their leverage in the national legis-
lature to demand the automatic sharing of revenues from the value added tax
and from oil exports.>> Veldsquez also created the Fondo Intergubernamental
para la Descentralizacién (Intergovernmental Fund for Decentralisation,
FIDES), which extended funds to sub-national governments for projects
that were not funded by the country’s revenue-sharing system (sizuado
constitucional); the latter was also raised from 15 to 20 percent of national
government revenues under Veldsquez.>3 Thus, thanks to a rapid series of
changes introduced in Venezuela’s relatively brief neoliberal interlude,
governors were now elected in their own right, enjoyed a direct share in the
country’s oil wealth, could petition for the services they wanted to control, and
participated in a new national organisation expressly designed to serve as their
mouthpiece.

In addition to its neoliberal birth, decentralisation in Venezuela directly
threatened the institutional interests of President Chivez. In 1998, when
Chévez won a larger percentage of the vote (56 per cent) than any presidential
candidate in four decades, his supporters won gubernatorial elections in only
30 per cent of the states (seven of 23). The disparity in the performance of
Chavismo at the national and sub-national levels remained pronounced in the
2000 ‘mega-clections’ that followed the adoption of the new Constitution.
With Chévez having successfully defeated a proposal during the constituent
assembly by some Chavistas that all governors immediately be subjected to
recall votes, gubernatorial elections were held along with presidential and
legislative elections in 2000.24 Chavez won 6o per cent of the presidential vote
and secured a majority that would enable him to control the National
Assembly, but the opposition held on to eight states: Amazonas, Apure,
Aragua, Carabobo, Delta, Miranda, Sucre and Zulia.>s While the sub-national
threat to Chéavez diminished in 2004, when Chavista candidates won all but
two states, it increased once again in 2008 when the opposition recaptured the
key states of Carabobo and Miranda, and when pro-Chavez candidates also
lost in four of the five municipalities of Caracas and in the Caracas

** Carlos Mascarefio, ‘Descentralizacién, recentralizacion y sociedad Civil’, in CENDES,
Venezuela vision plural (Caracas: CENDES, 2005).

** Michael Penfold Becerra, ‘Federalism and Institutional Change in Venezuela’, in Edward
Gibson (ed.), Federalism and Democracy in Latin America (Baltimore, MD: Johns Hopkins
University Press, 2004), p. 166.

** Carlos Mascareno, ‘El federalismo venezolano: hacia dénde va en el régimen chavista’, in Luis
Salamanca and Roberto Pastor (eds.), E/ sistema politico en la constitucion Bolivariana de
Venezuela (Caracas: IEP, 2004), p. 460.

*> Asa result, after 2000 44 per cent of the population lived in an opposition-governed state, or
63 per cent when the Metropolitan District of Caracas is considered, where former Chavista
Adolfo Peia quickly went over to the opposition after his election as mayor.
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Metropolitan District, where outspoken anti-Chévez critic Antonio Ledezma
defeated close Chavez ally Aristébulo Isturiz.

In this context of important sub-national electoral victories for the
opposition, recentralisation has taken a number of forms, beginning in the
1999 constituent assembly. Although decentralisation was inserted into
Atrticle 4 of the Constitution as a formal commitment of the state, this gesture
belies a series of changes that actually diminished the power of sub-national
governments relative to the 1961 Constitution. Most importantly, by
shifting to a unicameral legislature, the new Constitution eliminated the
Senate — established in 1811 — and along with it a chamber designed to rep-
resent the states in the national government. While party discipline
diminished the Senate’s federal identity for most of the fourth republic, it
emerged from this period to play a critical role in the fiscal and administrative
decentralisation that occurred in the 1990s. The new Constitution also
downgraded state legislatures to state legislative councils and infringed on the
autonomy of these councils by stipulating that their exact prerogatives would
be determined by a subsequent national law.>¢ On the fiscal side, whereas
the 1961 Constitution had established 20 per cent of national income as a
floor for fiscal transfers, the 1999 Constitution considers 20 per cent to be a
ceiling>”

Subsequent to the new Constitution, Chévez also instituted fiscal and ad-
ministrative changes designed to constrain elected sub-national governments.
First, with respect to fiscal changes, Chavez reduced the flow of revenues into
FIDES, the most important fund for the financing of investment projects by
sub-national governments. His government also consistently underestimated
the price of oil in the budget as a means of depressing the size of transfers to
the states (which had been increased in 1996).2% As a result of these fiscal
changes, while sub-national shares of public revenues increased from 17 per
cent in 1989 to 28 per cent in 1998, they decreased to 21 per cent by 2004.
Also by 2004, the national government had run up an accumulated debt of
12 billion bolivares (approximately US$ 6 billion) with the states.*® Second,
Chévez also pushed administrative recentralisation through a law in March
2009 that returned to the national government control over the nation’s ports
and airports, which had been decentralised 20 years before and which the 1999

*¢ Rafael de la Cruz, ‘Decentralization: Key to Understanding a Changing Nation’, in Jennifer
McCoy and David Myers (eds.), The Unraveling of Representative Democracy in Venezuela
(Baltimore, MD: Johns Hopkins University Press, 2004).

*7 Allan Brewer-Carias, Federalismo y municipalismo en la Constitucion de 1999 (Caracas:
Editorial Juridica Venezolana, 2001).

** Christi Rangel, ‘El debilitamiento de las finanzas municipales en Venezuela y sus
consecuencias’, Ciencias de Gobierno, 9: 18 (zoo;), p-9-

*? Mascarefio, ‘Descentralizacion, recentralizacién y sociedad civil’, p. 156.
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Constitution had confirmed as exclusive state-level responsibilities.>® Pro-
Chavez legislators and governors defended recentralisation as an appropriate
response to opposition governors who had used their powers to extend
concessions to private sector operators.3’

Venezuela under Chévez also experienced a number of asymmetric
measures designed to target and weaken opposition-controlled jurisdictions.
For example, when Ledezma won as metropolitan mayor in 2008, Chavez
responded a few months later by creating a new government of the capital
district, appointing ally Jacqueline Farfa as its head, and then transferring
90 per cent of the budget from Ledezma to Farfa.3* Furthermore, prior to
surrendering control over sub-national jurisdictions that his candidates had
lost in the 2008 regional elections, Chévez was also widely accused of asset-
stripping by transferring vehicles, computers and even buildings from sub-
national governments to various national ministries.>?> Although Chavez
refrained from outright political recentralisation by letting the 2008 regional
elections take place despite anticipated opposition gains, his administration
influenced these elections by banning popular opposition candidates.
Specifically, the National Electoral Court banned 272 candidates from
running for sub-national offices, including Leopoldo Lépez, the popular
mayor of Chacao, who was prohibited from running for metropolitan mayor
of Caracas.?+

If recentralisation in Venezuela offered a way to weaken sub-national
governments — the mirror image of the dynamic that O’Neill highlighted in
her understanding of decentralisation as a way to strengthen sub-national
governments — it also appealed to Chévez as a means of building and main-
taining new support coalitions. Put slightly differently, Chavez’s attempt to
build these new coalitions triggered various changes that partially reversed
decentralisation in a number of ways. Fiscally, reducing and delaying transfers
to sub-national governments had the effect of expanding the resources Chavez
could then devote to expenditures that were closely identified with his
government and over which he could claim credit, including both the
Bolivarian Circles and the popular housing, literacy and health care missions

30

‘Chdvez amenaza con encarcelar a gobernadores opositores’, E/ Universal, 16 March 2009.
James Suggest, ‘Venezuela Transfers Administration of Ports and Airports to National
Government’, Venezuela Analysis, 16 March 2009.

‘Nueva figura de jefe de gobierno de Caracas eclipsa a alcalde metropolitano’, Agence France
Presse, 7 April 2009.

‘Chavez impide tomar posesion a los gobernadores opositores’, E/ Pais, 19 Dec. 2008.

As another example of targeting, the government has also ramped up its pursuit of judicial
proceedings by prosecuting or threatening to prosecute a number of current and former sub-
national officials. The list includes Oswaldo Alvarez, Didalco Bolivar, Henrique Capriles,
Henri Falc6n, Antonio Ledezma, Leopoldo Lépez, Adolfo Pena and Manuel Rosales.

31

33
34
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that he established.3s In other words, mayors and governors lost the fiscal
means to provide critical governmental services at the precise moment that
recipients could turn instead to centrally funded missions. The latter arrange-
ment was not necessarily more prone to clientelism, but the patron in question
was clearly Chavez.

While political recentralisation in the form of cancelled regional elections
has not taken place in Venezuela, Chévez did claim additional powers to
appoint regional authorities, which he could use to reward supporters and to
keep them loyal. Specifically, in response to the defeat of the constitutional
reform in December 2007 that would have, among other things, given Chavez
the right to appoint regional authorities, in August 2008 Chavez used
delegated decree authority to nevertheless establish the position of appointed
‘regional vice-presidents’.3¢

Chavez also pursued recentralising administrative changes that expanded his
ability to use the bureaucracy to reward supporters. He essentially replaced the
logic of decentralisation that dominated in the 1990s with a logic of decon-
centration that keeps decision-making authority vested in bureaucrats who
respond to national ministries, chiefly the Ministry of Planning and
Development.37 Likewise, Chévez promoted regional axes of development
via the regional development corporations that were established in the 1970s
and that are controlled by the central bureaucracy rather than by governors.
More sensationally, Chévez was able to claim credit for micro-level adminis-
trative outcomes via mobile cabinets (gabinetes mobiles), through which he was
able to direct favourable governmental decisions toward preferred recipients
(even for decisions that officially remained the prerogative of the sub-national
officials who also, awkwardly, attended these cabinet meetings).>® Just as
clearly, administrative recentralisation enabled Chavez to cultivate new forms
of union support, including from workers at Zulia’s main port and airport
who complained that, under decentralisation, the governor had violated labour
rights and collective contracts.?® Similarly, when a labour dispute occurred

* See Javier Corrales and Michael Penfold Becerra, The Dragon in the Tropics: Hugo Chdivez
and the Political Economy of Revolution in Venezuela (Washington, DC: The Brookings
Institution, 2011); and Kirk Hawkins and David Hansen, ‘Dependent Civil Society:
The Circulos Bolivarianos in Venezuela’, Latin American Research Review, 41: 1 (2006),
pp. 102—32. For the argument that Chdvez does not always control these spaces, see Sujatha
Fernandes, Who Can Stop the Drums? Urban Social Movements in Chivez’s Venezuela
(Chapel Hill, NC: Duke University Press, 2010).

3¢ “Autoridades regionales pueden anular a gobernadores y alcaldes’, E/ Nacional, 6 Aug, 2008.

37 Mascarefio, ‘Descentralizacién, recentralizacion y sociedad civil’.

3% Jorge Sanchez, Federalismo y descentralizacion en Venezuela (Caracas: Ediciones Movimiento
Civil por la Unidad, 2008), p. 17.

32 James Suggest, ‘Venezuelan Opposition Governors Instigate “Rebellion”  Against
Centralisation of Ports and Airports’, Venezuela Analysis, 25 March 2009.
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between Caracas Metropolitan Mayor Antonio Ledezma and municipal
workers whom he was secking to fire when he could no longer pay their
salaries, Chavez’s minister of popular power argued that the workers had been
illegally fired and ordered their reinstatement.*°

But Chévez did more than simply reverse 1990s-era decentralisation
measures. Over time he embarked on increasingly radical attempts to funda-
mentally redesign sub-national institutions, secking to shift from established
forms of liberal representative democracy to more direct forms that organised
regime supporters into new governing bodies. While supporters and detractors
disagree about the relative independence of these new institutions vis-a-vis the
national government, it is hard to deny that they have detracted from the
powers of existing sub-national governments in a dynamic that essentially
reverses earlier decentralising changes. The communal councils created by
Chiévez in 2006 are a case in point. Chavez limited what sub-national govern-
ments could do not just by cutting or withholding transfers to them, but also
by adopting new rules that forced all states and municipalities to spend their
transfers on communal councils. Furthermore, whereas previously FIDES
funds were split 60/40 per cent between states and municipalities, after 2006
their shares decreased to 42 per cent for states, 28 per cent for municipalities
and 30 per cent in direct transfers to communal councils.#* Chévez’s pref-
erence for sub-national institutions that include regime supporters but exclude
elected sub-national officials can also be seen in his decision to privilege
communal councils over the Local Public Planning Councils (Conscjos
Locales para la Planificacién Publica, CLPPs) that were created in the 1999
Constitution and that included significant forms of participation by local
elected officials.+*

Ecuador

Turning from Venezuela to Ecuador, recentralisation appealed to Correa
largely for the same reasons that it appealed to Chéavez. For each president,
ideological commitments and institutional interests both pointed in the
direction of recentralisation. Although recentralisation was characterised by
the asymmetric treatment of sub-national units in all three countries (and the
harsher handling of opposition-governed units), this asymmetry was par-
ticularly intense in Ecuador, where the recentralisation process has often
resembled a personal struggle between Rafael Correa and one particularly
powerful opposition mayor: Jaime Nebot of Guayaquil. Institutionally

40 «

Ledezma se niega a reenganchar a trabajadores despedidos ilegales’, PSUV Noticias, 15 July
2009. *" Rangel, ‘El debilitamiento de las finanzas municipales’.
** Jorge Sanchez, Federalismo y descentralizacion en Venezuela, pp. 21-6.
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speaking, whereas presidents in Venezuela and Bolivia were threatened by
opposition electoral victories in multiple sub-national units, in Ecuador it was
the persistent dominance of Guayaquil by the PSC that mattered most.

Although decentralisation at the time of the left turn had not advanced as
far in Ecuador as in Venezuela, it was just as tightly connected to neo-
liberalism. The initial impetus for decentralisation in the 1990s came from the
PSC, a pro-market party based in coastal Guayaquil that receives strong
support from the country’s most important agro-exporting interests.*> The
PSC failed to win the presidency in the 1990s, but it served as an important
coalition partner in Ecuador’s highly fragmented party system and used its
leverage on several occasions to secure the passage of key decentralisation
measures.*+ Most importantly, in 1997 the PSC pushed through the so-called
Law of 15 Per Cent, which stipulated the automatic revenue-sharing of no
less than 15 per cent of the government’s current revenue. Administrative
decentralisation followed later that year with the passage of a law that estab-
lished the procedures according to which individual sub-national governments
could petition for the transfer of administrative responsibilities.#s

The association of decentralisation with liberalisation deepened in the late
1990s in Ecuador. In 1998, under the administration of Jamil Mahuad, pro-
market representatives in the constituent assembly sought to reinforce fiscal
and administrative decentralisation by successfully lobbying for the insertion
of both measures into the country’s new Constitution.*® Simultaneously, in a
country where Congress had blocked most significant neoliberal reforms in the
1980s and 1990s, the constituent assembly also approved pro-market changes,
including the controversial lifting of restrictions on concessions to privately
owned utility companies.#” Although widespread opposition to Mahuad’s
proposal to dollarise the economy led to his overthrow in 2000, the neoliberal
orientation of the government was sustained through the rise to power of vice-
president (and Guayaquilefio) Gustavo Noboa. In 2002, Noboa adopted one
of Ecuador’s most important decentralising reforms to date, which enabled
taxpayers to devote up to 25 per cent of their income tax payment to the
municipality of their choice. Although all municipalities were covered by this
law, the measure was clearly a fiscal victory for Guayaquil, the country’s

* Marco Lara Guzmén, Camino y significacion del Partido Social Cristiano (Quito:
Corporacién Editora Nacional, 2005).

** Jonas Frank, Decentralization in Ecuador: Actors, Institutions and Incentives (Baden-Baden:
NOMOS, 2004).

* Francisco Mufioz, ‘Introduccién’, in Munoz (ed.), Descentralizacion (Quito: Tramasocial
Editorial, 1999).

¢ Ricardo Noboa, E/ pais del no (Quito: Editorial Edino, 2004).

47 For more on the pro-market turn taken in the 1998 assembly, sece James Bowen,
‘Multicultural Market Democracy: Elites and Indigenous Movements in Contemporary
Ecuador’, Journal of Latin American Studies, 43: 3 (2011), pp. 464-7.
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wealthiest city, and a political victory for Ecuador’s paramount neoliberal,
Leon Febrés Cordero, who had aggressively advocated fiscal decentralisation as
mayor of Guayaquil in the 1990s.

Against this backdrop, when Rafael Correa rose to the presidency in 2006,
not only did he have ideological cause to oppose decentralisation as a
neoliberal imposition, but he also had institutional reasons to fear that it
was disproportionately benefiting Febrés Cordero’s successor as mayor of
Guayaquil and his main political opponent, Jaime Nebot. President Correa
found a particularly formidable opponent in Nebot, a PSC politician who ran
unsuccessfully for the presidency in 1992 and 1996 but who handily won
clection on three different occasions as mayor of Guayaquil (2000, 2004 and
2009). After his election in 2006, Correa repeatedly dismissed Nebot as a
representative of Ecuador’s traditional and corrupt party system, and the
mayor in turn offered strong rhetorical and logistical support for Guayaquil’s
autonomy movement, including sponsorship of the pro-autonomy Junta
Civica de Guayaquil (Guayaquil Civic Board). In March 2008, Nebot
convened a large anti-Correa rally in which he and other city officials critiqued
what they viewed as the president’s drive toward socialism. This rally
culminated in demands that the constituent assembly, which was convening at
the time, recognise a pro-autonomy referendum that Guayaquil had endorsed
in 2000. When the new Constitution made it harder rather than easier for
provinces to achieve autonomy,*® a majority of Guayaquil voters rejected the
Constitution in 2008 even as it won an easy victory nationwide.*?

Correa responded to the opposition in Guayaquil with a series of (often
idiosyncratic) recentralising measures that cut across different issues, including
policing, transit, charity foundations and civil registries. Correa’s recentralising
drive stands out for its attack on the most symbolically significant and
distinctive public institutions and civil society organisations in the city of
Guayaquil and in the province of Guayas. A case in point is the sui generis
Comisién de Transito del Guayas (Guayas Transit Committee, CTG), an
institution established in 1948 to set transit policy and finance transit
investments through a surcharge that residents agreed to pay on their income
taxes (and that exists nowhere else in Ecuador). In 2007, Correa sought to take
control of the committee’s board of directors by successfully filing an injunc-
tion with the politically compliant constitutional tribunal against committee
members who also belonged to the anti-Correa Chamber of Production and
Guayaquil Civic Board.s° In 2008, Correa secured the elimination of the CTG
altogether. Likewise, by taking away its lottery, Correa reduced the financial

# ‘Regién auténoma supeditada a unién de las provincias’, £/ Universo, 9 July 2008.
# “Constitucidn es retroceso para Guayaquil: Nebot', E/ Diario, 22 July 2008.
5° Interview with Emilio Palacio, political editor of E/ Universo, Guayaquil, 5 June 2008.
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basis of Guayaquil’s independent Junta de Beneficiencia (Charity Board), an
important cultural space that brought together the city’s socially prominent
families.s* Correa has also undermined uniquely Guayaquilefia organisations
that are of more recent vintage, including the city’s Corporacién para
Seguridad Ciudadana (Citizen Security Corporation, CSC). Created in 2005
to augment and complement the work of the national police force within the
city, the CSC received 70 per cent of its funds from the national government
until Correa ended the support in 2008, arguing that policing is a uniquely
national prerogative.s* Each of these measures has had the effect of under-
cutting the authority of a mayor who has operated as the most articulate and
persistent critic of the president on the national stage.

In addition to reaching within Guayaquil and rolling back local practices
that have made it distinct, Correa has sought to handicap the opposition
through other changes that would reduce this district’s oppositional weight
vis-a-vis the centre. Most importantly, the president delivered on a pledge
he made on the campaign trail in 2006 to support the provincialisation of
the Santa Elena peninsula within Guayas. Upon his election, Correa pushed
through a law in 2007 that gave Santa Elena its own provincial status,
effectively carving up Guayas. Communities in Santa Elena’s less developed
municipalities had complained that Guayas’ provincial government favoured
richer municipalities, including Guayaquil. Elevating Santa Elena gave the
president an opportunity to pursue his broader campaign against the private
sector business interests that dominated Guayaquil and led the opposition to
his government.53 Even as he supported the division of Guayas, Correa also
proposed (unsuccessfully) a new territorial scheme to amalgamate existing
provinces into a smaller number of regions in the form of horizontal bands,
each of which would straddle the country’s three natural zones: coast,
highlands and Amazon.s+ Opponents in Guayaquil accused the president of
thereby trying to further divide the provinces of the coast from one another
and to dilute the oppositional power of Guayas by subsuming it within a more
aggregated unit.

Beyond these explicitly asymmetrical measures, Correa also pursued a
number of other formally universal changes that nevertheless have gen-
erated an especially negative impact on his chief opponents in Guayaquil.

Interview with Carlos Baquerizo, president of the Guayaquil Civic Board, Guayaquil, 4 June
2008.

‘Régimen retira fondos a Corporacién para Seguridad Ciudadana de Guayaquil’, E/ Universo,
16 June 2008.

‘Correa firmé decreto para que Santa Elena sea provincia’, E/ Universo, 1 March 2007.
‘Rafacl Correa promueve plan de regionalizacion en Ecuador’, La Hora, 15 Jan. 2008. See
also Hernan Ibarra, ‘Provincializaciones e inercias del ordenamiento territorial’, Ecuador
Debate, 70: 3/4 (2007), pp. s—10.
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For example, as part of his anti-privatisation drive, Correa insisted that
Ecuador’s new Constitution prohibit utility concessions. This prohibition
affected Guayaquil alone as it had been the only sub-national government
that responded to the 1993 Ley de la Modernizacién del Estado (Law of the
Modernisation of the State) by offering concessions to private enterprises.>s
The new Constitution put into question the 2001 decision by municipal regu-
latory authorities in Guayaquil to sign a contract that transferred responsibility
for water treatment, transport and delivery to Interagua, a joint venture
headed by Bechtel. In a similar fashion, since Guayaquil generated a more
energetic response to Ecuador’s optional approach to decentralisation, accord-
ing to which sub-national governments could petition for responsibilities
if they so chose, recentralisation has affected it disproportionately. Guayaquil
was, for example, the only jurisdiction negatively affected by Correa’s decision
to recentralise the civil registry, and it was one of only two cities affected by the
recentralisation of airports. Correa rejected Nebot’s petition for the transfer of
the port to the city in 2007, after which, in 2008, ports were removed from the
list of services that could even be the subject of a transfer petition.5¢

Beyond laying siege to Guayaquil as the most important electoral redoubt of
the opposition, recentralisation also enabled Correa to reward various sets of
supporters, ranging from ordinary voters to recipients of high-level patronage
positions. In the fiscal sphere, two key episodes of recentralisation produced
significant new revenues for the national government. First, in April 2008 the
president’s majority in Congress endorsed a seemingly technical change that
had the effect of significantly cutting the size of revenue transfers to sub-
national governments which had been mandated in the Law of 15 Per Cent in
1997. Specifically, Correa demanded that additional oil revenues produced by
the 2003 completion of a new heavy crude pipeline be considered ‘capital
income’ (ingresos de capital) rather than ‘current income’ (ingresos corrientes),
and thus not subject to revenue-sharing. Second, in 2008 Correa also abolished
the right of Ecuadorians to direct 25 per cent of their income tax payments to
their municipalities.5” This change appealed to the president not just because
it served to rebuke Guayaquil, the city that benefited disproportionately from
the measure, but because it meant that all income tax revenues would now
accrue to the national government at a time when Congress no longer op-
erated as an effective horizontal check on presidential spending. These
measures of fiscal recentralisation eased constraints that otherwise would have

5% Interview with Ricardo Noboa, member of the 1998 constituent assembly, Guayaquil, s June
2008.

3¢ This was a major setback for pro-autonomy advocates in Guayaquil, who believed that local
control of the port had been critical to the successful drive for autonomy in Catalonia that
they held up as a model. Interview with former congressman José Illingworth, Guayaquil,
10 June 2008. 57 Frank, Decentralization in Ecuador.
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made it difficult for Correa to pursue popular changes in Ecuador’s
conditional cash transfer programme, the bono de desarrollo humano (human
development bond, BDH). In his first term, Correa more than doubled BDH
payments for the elderly and the disabled and broadened coverage to include a
wider set of recipients.s®

Given its weight as an electoral district and considering that it re-elected as
mayor the president’s leading critic in 2009, Guayaquil was especially critical
to Correa’s efforts to win the allegiance of voters who otherwise supported
local opposition figures. His strategy was to expand the presence and
prerogatives of the national government in Guayaquil and to thereby dispute
Nebot’s claims of being uniquely responsible for positive local outcomes. One
important manifestation of this strategy was Correa’s use of his executive
powers over the bureaucracy to create a new Ministry of the Coast (Ministerio
del Litoral) in 2007. Although this change cannot strictly be characterised as
recentralisation because it did not take powers away from sub-national
governments, it does represent a concerted attempt to expand national govern-
ment programmes to attenuate the significance of locally provided services. By
consolidating the offices of the subsecretariats of all major ministries (health,
culture, education) within one ‘Super Ministry’ in Guayaquil, the new
ministry was designed to promote the coastal penetration of the national
government and to increase its agility in responding to local demands,
particularly from marginalised communities.

Located in the landmark ex-Banco del Progreso building opposite
Guayaquil’s city hall, and including an office on the third floor for Correa
himself, the new ministry signalled the president’s willingness to take his battle
to Nebot’s own turf. Referring to the collapse of the Banco de Progreso during
Ecuador’s 1999 financial crisis, Correa inaugurated the new building by
declaring that ‘this building, which was formerly the sign of such opulence and
exploitation, now becomes a symbol of the services that we will be providing
the citizens of the coast’.s® The new ministry had the added benefit of helping
Correa find a cabinet-level position for Ricardo Patifio — a close adviser who
was forced out as economic minister in July 2007 over charges that he had
manipulated bond markets — as well as jobs for the 800 civil servants assigned
to work there.%°

5% Paulina Recalde, ‘La redimensién de la politica social en el Ecuador: el bono de desarrollo
humano en el gobierno de Rafael Correa’, Universidad Catdlica del Ecuador, 2007.

5 ‘La nueva dependencia servird para efectuar tramites de 15 subsecretarias’, Diariocritica del
Ecuador, 26 July 2007.

® Two and a half years later, Correa subsumed the new ministry within the even grander
National Secretariat for Planning and Development (SENPLADES).
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Bolivia

In most core respects, recentralisation in Bolivia parallels the Venezuelan and
Ecuadorian cases, and the pursuit of recentralising measures by President Evo
Morales provides additional support for the significance of both ideational and
institutional motivations. At the same time, examining these motivations in
the Bolivian case requires greater differentiation between municipalities and
departments as different levels of sub-national government. More specifically,
in contrast to decentralisation to municipalities, which played an important
role in the strengthening of Morales’ Movimiento al Socialismo (Movement
Toward Socialism, MAS) in the 1990s, it was decentralisation to the depart-
mental level along with the victory of opposition candidates in the four eastern
departments of the Media Luna (Beni, Pando, Santa Cruz and Tarija) that
triggered sharply recentralising proposals from the president in Bolivia.

As in Venezuela and Ecuador, decentralisation also had neoliberal parentage
in Bolivia, but in two different stages. First, Bolivia’s adoption of municipal
decentralisation in 1994 was heavily promoted by President Gonzalo Sdnchez
de Losada, chief engineer of the ambitious market reforms that were imple-
mented a decade earlier. Critics on the Left were suspicious of the 1994 Ley de
Participacién Popular (Law of Popular Participation), which was designed
behind closed doors and without serious public debate, and which met with
strenuous objections from unions.® These critics saw decentralisation as an
attempt by the neoliberal state to increase its presence in and control over
indigenous communities where the state had previously been absent.®>
Decentralisation and the privatisation of state assets in critical sectors of the
economy (telecommunications, utilities and petroleum) were the two most
important legacies of Sdnchez de Losada’s first government (1993-7). While
decentralisation was thus intimately associated with liberalisation in Bolivia, it
also had unintended consequences as a measure that actually helped end
neoliberalism by facilitating the emergence of Evo Morales MAS party.
Although Sénchez de Losada hoped that his own MNR party would benefit
disproportionately from municipalisation,®? in line with O’Neill’s argument,
in fact it was the MAS that used stronger municipal governments to greater
effect.5+

' Fernando Molina, Historia de la participacion popular (La Paz: Secretarfa Nacional de
Participacién Popular, 1997).

> Pablo Regalsky, ‘Political Processes and the Reconfiguration of the State in Bolivia’, Latin
American Perspectives, 37: 3 (2010), pp. 35—50.

% Kathleen O’Neill, Decentralizing the State: Elections, Parties and Local Power in the Andes
(New York: Cambridge University Press, 2005).

% Donna Van Cott, From Movements to Parties in Latin America: The Evolution of Ethnic
Politics (New York: Cambridge University Press, 2005).
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In contrast to the first stage of decentralisation in Bolivia, which
empowered municipal governments, the second stage focused on departmental
governments and arrived not at the zenith of the neoliberal period but at
its very end. Advocates of more power for departmental governments were
sorely displeased when Sinchez de Losada opted to direct decentralisation to
the municipal rather than to the departmental level in 1994.°5 The sense of
betrayal was particularly acute among the pro-market actors who dominated
the Pro-Santa Cruz Committee, which shared Sanchez de Losada’s liberal
orientation and which saw in departmental decentralisation the best chance to
check growing demands on the national government to turn away from the
market. In a context of increasing polarisation, pro-market forces in the east
secured two major decentralising concessions in 200s. First, they forced
President Carlos Mesa to agree to hold elections for departmental prefects,
positions that had previously been appointed. Second, when Mesa fell from
power in June 2005, they secured from the interim government of Eduardo
Rodriguez a set of decrees that devolved to departmental governments over
half of the revenues produced by a new direct tax on hydrocarbons. Although a
greater percentage (34 per cent) was assigned to municipalities than to
departments (19 per cent), the decrees were seen as a major victory for the
departments given the far fewer expenditure responsibilities that were assigned
to departments relative to municipalities.®® In the east and among the MAS,
departmental decentralisation in 2005 registered as a major victory for the
advocates of neoliberalism.

In addition to representing a neoliberal victory on the eve of his election to
the presidency in December 2005, decentralisation to the departments posed a
sharp institutional threat to Morales because those elections confirmed
Bolivia’s political polarisation along a single east—west territorial cleavage. In
the 2005 presidential race, when Morales won 53 per cent of the vote, he failed
to carry any of the four eastern departments, which were won by Podemos
candidate Jorge Quiroga. In his re-election four years later, Morales carried all
departments save the three lowland departments of Beni, Pando and Santa
Cruz, where Manfred Reyes won. Elections for departmental authorities have
likewise demonstrated strong opposition to Morales in the east. In elections
for prefect in 2005, the MAS won three western departments but lost in all of
the eastern departments. In contrast to all of his predecessors, who could
appoint and dismiss prefects as they wished, Morales in his first administration
thus confronted a majority of prefects who were members of the opposition.

6s José Luis Roca, Fisonomia del regionalismo Boliviano (2nd edition, La Paz: Editores Plural,

1999).
% Mark Weisbrot and Luis Sandoval, “The Distribution of Bolivia’s Most Important Natural

Resources and the Autonomy Conflicts’, Issue Brief, Centre for Economic Policy and
Research, July 2008.
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Although the MAS picked up an eastern department, Pando, in the 2010
departmental elections, Morales” opposition held on to the remaining three
lowland departments. The distribution of this electoral support helps explain
the president’s strong interest in recentralising changes, along the lines
suggested by O’Neill.

Morales’ centralising preferences can be seen in the tense stand-off that took
place over the question of departmental autonomy in the years between 2005
and 2008. The president responded to the eastern opposition by campaigning
against the referendum on departmental autonomy that took place on the
same day (2 July 2006) that Bolivians elected representatives to the new
constituent assembly. The referendum, which would require the assembly to
insert departmental autonomy into the Constitution, passed in all four eastern
departments but in none of the five western departments, creating significant
uncertainty about how the assembly would decide the question of autonomy.
During the many months of combative interactions between eastern and
western representatives that dominated the assembly in 2006 and 2007,
Morales consistently favoured centralist designs and rejected measures that
would empower departmental governments.®” The clash between Morales’
centralising vision and the eastern prefects’ decentralising vision ultimately
contributed to the stalemate of the assembly, the abandonment of the
assembly by the opposition and the approval of the draft of the Constitution
favoured by the MAS in Oruro in December 2007.6% While the polarised
political environment surrounding the constitutional revision complicates
analysis, Morales clearly preferred a Constitution that would diminish the
governing authority of his departmental opponents.®® In the time that has
elapsed since the adoption of the new Constitution, Morales’ government has
adopted implementing legislation that keeps governors on a tight fiscal and
administrative leash (the 2010 Ley Marco de Autonomia y Descentralizacidn,
Framework Law on Autonomy and Decentralisation) and initiated judicial
proceedings against all four eastern governors (Ernesto Sudrez of Beni,
Leopoldo Fernandez of Pando, Rubén Costas of Santa Cruz and Mario Cossio
of Tarija).

Another concrete manifestation of Morales’ institutional interests in
proposing recentralisation can be seen outside the context of the constituent

7 As a result, political scientist Diego Ayo Saucedo has argued that the MAS draft was
‘hypercentralist’ and that it would downgrade the role of prefects. See Diego Ayo Saucedo,
‘Las autonomias entre “hegemonistas” y “consociativos’”, in Miradas: un nuevo texto
constitucional (La Paz: IDEA Internacional, 2010), pp. 166, 170. The MAS draft also
established a high threshold (two-thirds) for the passage of the framework law that would be
necessary to implement any future petition for autonomy. See Joan Prats, Hablando de
autonomias con Joan Prats (Santa Cruz: Editorial El Pais, 2009), p. 94.

8 Ibid., pp- 166, 170.

% Franz Barrios Suvelza, Hacia un pacto territorial en Bolivia (La Paz: UNDP, 2008).
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assembly in the struggle over the distribution of revenues generated by the
2005 tax on hydrocarbons (impuesto directo a los hidrocarburos, IDH). As
argued above, the 2005 decrees that directed over half of the revenue from this
tax to sub-national governments were a major victory for officials in these
governments, particularly those who opposed Morales on ideological grounds
and who feared that he could deny revenues to politically non-compliant
departments. The effects of the 2005 law under President Mesa which
increased oil taxes from 16 per cent to 32 per cent, together with the increase
in international gas prices, generated an increase of US$ 1.3 billion between
2004 and 2007, or 10 per cent of GDP. According to Weisbrot and Sandoval,
the four Media Luna departments as a group receive the lion’s share of the
hydrocarbon revenue, 30 per cent as compared to 19.7 per cent for the other
five departments — whose combined population is 79 per cent greater than the
Media Luna.’® As awareness dawned of the boon that the 2005 decrees
represented for his opposition, Morales proposed changes in October 2007
that would increase the share of hydrocarbons for the national government
and reduce the share for departments, municipalities and universities. In
response to widespread protests, Morales then agreed to restore the shares
for municipalities and universities but not for departmental governments,
which are the bedrock institution of the opposition and which experienced a
70 per cent cut in departmental resources.”! Despite a boycott by legislators
representing the Media Luna, the legislature passed this recentralisation of
revenue in November 2007 — the most significant setback for the eastern
opposition in Morales’ first term as president.

While recentralisation facilitated a dual strategy in all three countries —
enabling presidents to punish their sub-national opponents while simul-
taneously redirecting recentralised resources to their supporters — the two
strategies were especially well integrated in the Bolivian case. Relative to
Venezuela and Ecuador, the connection between recentralisation and centrally
provided income support in Bolivia is even tighter; Morales explicitly defended
his proposed cuts in revenue transfers to sub-national governments (from the
IDH tax described above) as necessary to fund the so-called Renta Dignidad
(monthly ‘dignity’ payments for older Bolivians). As Morales explained to the
nation in October 2007, the nationalisation of the gas industry the previous
year cut deeply into the dividends formerly paid by private gas companies,
which had been used since 1996 to fund Bolivia’s BonoSol (Solidarity Bonus).
In addition to renaming this transfer programme to more tightly connect it
with his administration, Morales proposed expanding eligibility to Bolivians

7® Weisbrot and Sandoval, “The Distribution of Bolivia’s Most Important National Resources’,

p- 9.
7' ‘Gobierno ratificé recorte al IDH vy se viene boicot civico’, E/ Deber, 7 July 2008.
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aged 60 and above and increasing the benefit from approximately US$ 225 to
USS$ 300 per year. Acknowledging the overwhelming popularity of the Renta
Dignidad proposal, opposition governors argued that they were not opposed
to the new programme, but felt that the president should finance it out of the
national coffers rather than sub-national transfers.”> Despite this opposition,
MAS lawmakers endorsed the new legislation in November 2007.

As is the case with Chdvez in Venezuela, Morales pursued deeper insti-
tutional reforms not just to weaken existing opposition-controlled sub-
national governments, but also to favour new sub-national entities more likely
to support the president. The critical arena for Morales was the constituent
assembly in 2006 and 2007, which devoted significant attention to the ques-
tion of whether and how to extend autonomy to four distinct sub-national
entities: municipalities, departments, regions and a new unit, the Territorio
Indigena Originaria Campesina (Native Peasant Indigenous Territory,
TIOC). ‘Region” here refers to a jurisdiction within an existing department
that could petition for autonomy from that department. TIOCs refer to an
indigenous district that can come into being and enjoy autonomy at any scale
of government. In the lengthy struggle over the new Constitution, Morales
consistently sought to privilege regions and TIOCs — neither of which yet exist
as real governments —and to downplay existing municipal and departmental
governments.”> Morales’ constitutional preferences reflected the hope that
pro-government TIOCs and regions could be encouraged to form within the
opposition-controlled departments of the eastern lowlands, in effect con-
straining the opposition governors ‘from below’.

Conclusion

This article has argued that the turn to the left in Venezuela, Ecuador and
Bolivia also triggered a less observed turn toward recentralisation. Marked by
the reversal of many of the decentralising policies that were adopted in the
1990s, this pursuit of recentralisation weakened the governing authority that
elected sub-national governments are able to wield in a variety of dimensions.
Most importantly, in the fiscal arena presidents Chavez, Correa and Morales
used a number of tools to reduce the revenues under the control of sub-
national officials, whether by giving other actors a share of the common pool
that used to be shared with sub-national governments alone (Venezuela),
directly cutting the percentage of specific taxes that used to be transferred to

7* ‘Los cuatro prefectos de la “media luna” ayunan’, E/ Deber, 9 Aug. 2008.
73 See Ayo Saucedo, Miradas; Prats, Hablando de antonomia, p. 71; and Franz Barrios Suvelza,
‘Reflexiones sobre algunos aspectos estructurales’, in Miradas: un nuevo texto constitucional

(La Paz: IDEA Internacional, 2010).

https://doi.org/10.1017/50022216X13000795 Published online by Cambridge University Press


https://doi.org/10.1017/S0022216X13000795

The Centralism of Twenty-First-Century Socialism’ 447

sub-national governments (Bolivia), or determining that formerly shared
revenues are no longer subject to sharing with sub-national governments
(Ecuador). In addition to limiting sub-national fiscal capacity, presidents also
cut into the range of administrative roles that sub-national governments can
play, as seen in the return to the centre of control over ports, airports, roads
and highways. In none of the three countries were sub-national elections
cancelled, although each president made moves that encroached on political
decentralisation, cither by using electoral and judicial institutions to disqualify
sub-national candidates (Venezuela) or remove sitting sub-national officials
from office (Bolivia), or by redrawing sub-national borders to limit the
political influence of the most powerful sub-national executives (Ecuador).

Why did presidents in Venezuela, Ecuador and Bolivia opt for recentralisa-
tion so soon after the adoption of decentralisation? To explain the pursuit of
recentralisation in these three countries, I have argued for the relevance of
ideational factors in general and ideological struggles over market reform in
particular. Although ideational accounts were dismissed as a causal factor
in the earlier search for general theories of decentralisation, ideology should be
taken seriously in the study of recentralisation in distinct national contexts.
In my three countries, it was the plainly neoliberal sponsorship of decen-
tralisation that set the stage for recentralisation once the neoliberal era ended
in the course of the left turn. Not only did recentralisation emerge as a
mechanism to challenge the neoliberals who had decentralised, but it also
offered a way to put a stop to neoliberal behaviours at the sub-national level, as
in the cases of a pro-market mayor in Ecuador who used his decentralised
powers to offer concessions to the private sector, or pro-market governors in
Venezuela who nullified labour contracts. If ideological motivations propelled
the pursuit of recentralisation in these three countries, this leads to the more
general hypothesis that, where decentralisation was closely associated with
neoliberalism, subsequent movements against market reforms will generate
pressures to recentralise. Chile might be a case in point, where contemporary
critics of market-driven educational reforms under Augusto Pinochet have
pushed to recentralise many of the responsibilities over schools and universities
that were decentralised under the dictatorship.

Considering the counterfactual here, however, suggests that it would be a
mistake to overstate the importance of ideological motives. Even if decen-
tralisation had not been so closely associated with neoliberalism in these three
cases, presidents Chévez, Correa and Morales would likely still have sought to
reverse it so long as their opponents continued to win such important sub-
national electoral victories. More generally, while recentralisation emerged as a
way to challenge neoliberalism in Venezuela, Bolivia and Ecuador, and may
well play a similar role elsewhere, it does not always conform to this logic.
Indeed, in other countries in the region, where decentralisation was not so
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closely aligned with the neoliberal project, the push for recentralisation has
come from neoliberals themselves. In Peru, for example, the most important
recentralising episode took place under Alberto Fujimori, whose autogolpe on
s April 1992 led not just to the closure of Congress but also to the dismissal of
clected regional officials (who were replaced by appointed officials for the
duration of his government). In Argentina and Brazil, market reformers such
as Carlos Menem and Fernando Henrique Cardoso sought fiscal recentralisa-
tion as a way to discipline profligate sub-national officials and to restore
macro-economic balance at the national level. What seems clear is that, while
there is certainly no uniform relationship between neoliberalism and recen-
tralisation in Latin America, ideology likely matters if we want to understand
the full import of recentralisation, which acquires a different ideological
valence depending on national context, sponsorship and timing,

In addition to substantiating the ideological contours of contemporary
struggles between national and sub-national officials in my three cases, this
article demonstrates that some of the same institutionalist hypotheses de-
veloped to explain decentralisation can also help explain recentralisation.
In particular, applying the logic of O’Neill’s hypothesis to recentralisation
rather than decentralisation brings into focus the tremendous appeal of the
former for its sponsors in the national government, who face none of the
cross-temporal trade-offs that confronted their decentralising predecessors.
Whereas decentralising politicians had to wait for the future to reap the gains
of their decision to decentralise, recentralising politicians immediately reap the
benefits of recentralisation while they still control the national government.
In one of the clearest and most consistent patterns to emerge from the
comparison of Venezuela, Ecuador and Bolivia, recentralisation is marked by a
dual logic in that presidents can use it to harm political opponents while
simultaneously benefiting political supporters. In a punitive vein, amidst the
attenuation of checks at the national level, recentralisation appeals to
presidents anxious to ensure that checks from opposition-controlled govern-
ments do not meaningfully limit their remarkably broad scope for action. In
another difference with decentralisation, the pursuit of recentralisation has
been highly asymmetric, whether in the form of asset-stripping following sub-
national electoral defeats in Venezuela, cuts in revenues from hydrocarbon
taxes that disproportionately affected castern departments in Bolivia, or the
highly idiosyncratic changes in Ecuador that have targeted Guayaquil alone.

Recentralisation is not just about punishment, however. In each case it has
enabled presidents to insert themselves in a positive fashion into relationships
with voters and supporters that no longer need to be mediated by indepen-
dently elected sub-national officials. Whether directly (Bolivia and Venezuela)
or indirectly (Ecuador), for example, fiscal recentralisation has helped
presidents establish and finance popular new programmes (missions in
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Venezuela and cash transfer programmes in Bolivia and Ecuador) that create
new connections with supporters and that are not channelled through sub-
national officials - in contrast to the Bolsa Familia in Brazil, for example, in
which mayors are assigned important roles.”+ Administrative recentralisation
has brought with it attractive patronage opportunities, both vis-a-vis high-level
bureaucratic appointees and the lower-level employees of governmental offices
that have now been returned to the centre. Furthermore, recentralisation as a
mechanism to reward supporters has not just involved reversing 1990s-era
fiscal and administrative decentralisation, but has also led to even more
fundamental proposals that shift power to new types of sub-national entities
(communes in Venezuela, TIOCs and regions in Bolivia) and away from
existing sub-national governments (many of them dominated by the
opposition or with the potential to be won by the opposition).

While the pursuit of recentralisation did not meet with equal results in all
three countries — for reasons that are beyond the scope of this article and are
examined elsewhere”s — cross-national commonalities in presidential attempts
to recentralise are striking. Indeed, the similar logic at play in the pursuit of
recentralisation in each country suggests that it likely deserves to be considered
an important characteristic of the drive toward ‘twenty-first-century socialism’
in Latin America, and not a random or incidental feature. In fact, while
scholars continue to debate just how ‘illiberal’ these three presidents really
are,”¢ with some noting that essentially market-based systems have survived
‘twenty-first-century socialism’ intact, what seems clear in contrast is that sub-
national governments have faced deeper, almost existential threats that
promise to fundamentally revolutionise the architecture of government.
Although further research is necessary, the reversal of decentralisation may in
fact be a more regular feature of these regimes than the reversal of liberalisation
itself.
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