RECENTRALIZATION:
THE BUDGETARY DILEMMA IN THE ECONOMIC DEVELOPMENT OF
. MEXICO, BOLIVA, AND COSTA RICA*

The purpose of this study is to suggest that
public expenditure! growth in some Latin American
countries involves a fundamental problem regarding
presidential power and the nature of state policy.
Because (a) central governments have been subject to
political difficulties, long-term programs often have
been affected by the abuse of presidential authority,
and/or because (b) decentralized government agencies
have been judged more efficient to develop and carry
out modernization policy, one may note that in at least
three countries of Latin America the power of the
central government has been restricted increasingly to
social and administrative matters.

With the rise of an autonomous sector designed
to carry out economic policy in such countries as
Mexico, Bolivia, and Costa Rica, important centralized
activity of the state has been delimited to be outside
the sphere of politics. Thus an institutional framework
tends to grow which is not necessarily responsive to
changing interest groups and which by its very nature
may prevent planning and/or policy change. In this
regard, fiscal policy for industrialization, for example,
may have serious implications for political stability, the
base upon which economic development rests.

I: Decentralization

Until only recently, Latin American governments
have been concerned generally with limiting the role of
the chief executive. After independence, so many
presidents came to abuse their authority that the
organizers of government in many Latin American
countries sought to strengthen legislative and judicial
functions at the expense of the executive branch of
government. Beginning in 1911 with José Batlle y
Ordoéfez’s Uruguayan model in this hemisphere, a
number of states have experimented with the creation
of decentralized agencies which are intended to operate
autonomously, much like a private business. Theo-
retically, such corporations allow apolitical técnicos
(highly specialized prcn‘es'.»'.ional'.»'.I2 to develop long-
range plans which are immune from the vagaries of
politics. If such agencies are not self-financing, they
may be empowered to negotiate their own loans and
credits; and in return for interim central government
subsidies, the decentralized sector often is expected
eventually to generate a profit from the use of national
resources in order to provide funds for expanded
central government activity. In this manner, national .

*Reprinted, by permission, from David T. Geithman led.), Fiscal Policy for Industrialization and Development in Latin America
(Gainesville: University of Florida Press, 1974), pp. 200-247. Originally this paper was presented to the Conference on Fiscal
Policy for Industrialization in Latin America, University of Florida, February 19, 1971, the proceedings of which subsequently
have been revised.

In development of this study, the author wishes to make clear at the outset that he is not necessarily arguing either for or
against recentralization of governmental finances. The author is indebted to Edna Monzdn de Wilkie for assistance in field work %
and in preparation of this study. Gratitude is acknowledged to David T. Geithman for a careful critique of ideas presented here; to
Waldo W. Wilkie for aid in completing calculation of data; and to Lyle C. Brown for editorial advice.

T Public expenditure” is here defined as (i) all central government expenditure; and [ii) all decentralized outlay, including public
enterprises and mixed public and private corporations as well as governmental commissions, institutes, and independent agencies,
etc. The subtotals for *'i’ and "ii" give a consolidated financial statement. :

For purposes of this work financial analysis generally is limited to expenditure (in contrast to taxation) policy: and analysis is

taken up in terms of political (in contrast to strictly economic) aspects of investigation. Since the paper deals with budgetary
problems, it is intended to discuss apparent bottlenecks and difficulties rather than to stress successes in Latin American state
policy. Although much of the data presented here is not strictly comparable from country to country, every effort has been made
to adjust data where necessary.
The term “técnicos™ often has been transiated to mean “economic technicians” (as in Raymond Vernon, The Dilemma of
Mexico’s Development: The Roles of the Public and Private Sectors (Cambridge, Mass.: Harvard University Press, 1963,
PP. 136—138). The term here is used more broadly to refer to specially educated persons (licenciados, ingenieros, economistas,
arquitectos, etc.) who attempt to develop complicated public policy without primary regard for political considerations, Técnicos
are pmployed in central as well as decentralized agencies, but generally they have more latitude in the latter which may be less
dominated by political appointees. Nevertheless, one may not assume that técnicos operate efficiently in contrast to politicians.
Not only do both move about within and between the central and decentral spheres, but also both are confronted with
multilayered administrative departments, many of which are staffed (a) by persons appointed under previous leaders; or (b) by
time servers who have acquired some sort of tenure, Furthermore, all técnicos do not necessarily have the same ideological outiook
let alone agree on the appropriateness of alternatives with regard, for example, to monetary policy as it effects economic growth
rates.
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resources are used for national rather than private or
foreign profit.

With the advent of the Alliance for Progress in
the 1960’s, the United States virtually forced some
Latin American nations to develop rational budgetary
plans in order that assistance might be channeled to
avoid duplication; to prevent programs from working
at cross-purposes; and to martial priorities.3 Perhaps it
is ironic that the U.S. would ask the Latin Americans
to formulate overall blueprints lacking in the U.S,
itself, but even the U.S. Congress assented to the
Alliance’s requirements for the creation of govern-
mental agencies which could develop plans. Though the
rise of "uncontrollable expenditure” in the U.S.
(especially in social welfare trust funds) has meant that
American presidents have decreasing discretionary
power to influence - public sector expenditures, the
upshot of Alliance programs has been to encourage
Latin American countries to bring their own
decentralized sector under executive control.

Not all Latin American countries face the
dilemma posed by the growth of decentralized budg-
etary expenditure. Table 1 shows that among the six
countries for which this writer has summary data, 4
decentralized expenditure amounts to less than one-
third of public expenditure in Argentina as well as
Venezuela. In contrast, about half or more of public
expenditures are decentralized in Mexico, Bolivia,
Costa Rica, and Brazil, the latter being highest of all.
(The U.S. case is discussed below in special terms.)

The present study is limited to a comparative
analysis of public expenditure in Mexico, Bolivia, and
Costa Rica in order to assess the role of governmental
policy as ascertained by this investigator’'s field
research in three diverse countries which face the
similar problem of attempting to expand presidential
power. The view developed here is that while recentral-
ization of economic development may be desirable in
order to overcome many problems, the political and

social ramifications of such policy merit extended
discussion.

/1: Selected Case Studies

Of the three countries studied here,® each has
had an important revolution and each is now attempt-
ing to reform the pattern of government and budgetary
policy which emerged in earlier years. Mexico's experi-
ence began in 1910 with a political upheaval lasting
until 1930. During the 1930°s Lazaro Cardenas
developed a policy of social action in his country’s
Revolution when he emphasized immediate benefits
for the masses. From 1940 to 1960 Mexico was
engaged in an industrial revolution, a program actually
beginning during the Cérdenas period. Since 1960,
Mexico’s leaders have claimed to develop a balanced
revolution by diverting federal funds from economic
expenditure into social outlay.

In this regard, much discussion as to whether the
Revolution is dead or alive after sixty years misses the
point that the Mexican government and the Partido
Revolucionario Institucional (PRI) successfully have
continued to justify the holding of power in the name
of an open-ended institutional framework which
develops new approaches for changing times.®
Beginning especially with President Calles
(1924—1928)7 executives began to establish decentral-
ized agencies to conduct economic affairs of the state;
such policy reached a peak during the era of President
Lépez Mateos (1958—1964). Under his successor,
however, the executive branch of government fully
realized that it had created a system over which it had
little or no control; and President Diaz Ordaz
(1964—1970) developed a series of presidential decrees
designed to reorganize the government framework and
to give the Ministry of the Presidency real as well as
theoretical power over national development.

3with regard to a country in which consolidated accounting antedated the 1961 Alliance for Progress, it is interesting to note that
by laws of 1959 and 1960, Colombian autonomous agencies have been obligated to submit their budgets to the Ministry of
Finance as an annex to the central budget. in 1962 apparently 43.4% of public sector expenditure was decentralized, according to
the Joint Tax Program of the Organization of American States and the Inter-American Development Bank, Fiscal Survey of
Colombia (Baltimore: Johns Hopkins Press, 1965), p. 231.
Most countries do not yet have either the means to develop or publish a consolidated statement. Problems of comparability in such
countries are occasioned by the fact that accounts may be shown on a gross or net basis and in rare cases amortization of the debt
may not be included in totals. Also, accounting may be incomplete because according to problems of definition, some
decentralized agencies may not be included in calculations. Without exhaustive investigation in Argentina, Brazil, and Venezuela,
for example, it is not possible to assess the comparability of data for these countries.
Because of space limitations, generalizations are made at the usual risk of oversimplification, but it is hoped that this problem has
been kept to a minimum,

6For further discussion see (a) James W.-Wilkie, The Mexican Revolution: Federal Expenditure and Social Change Since 1910
(2nd ed.; Berkeley: University of California Press, 1970); and (b} James W. Wilkie and Edna Monzon de Wilkie, México Visto en e/
Siglo XX; Entrevistas de Historia Oral: Ramén Beteta, Marte R, Gémez, Manuel Gémez Morin, Vicente Lombardo Toledano,
Miguel! Palomar y Vizcarra, Emilio Portes Gil, Jesus Silva Herzog (México, D.F.: Distributed by Cuadernos Americanos for the
Instituto Mexicano de Investigaciones Econémicas, 1969).

7Presid¢nt Porfirio Diaz actually began such policy by arranging for the government to begin purchase of railways.
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TABLE 1

8Relative Budgetary Power of Centralized and Decentralized Subsectors of Public Expenditure in
Six Latin American Countries and the United States
(Total Amount = 100.0 Per Cent)

Per Cent
brotal Amount
Country Year {In Millions) CCentralized ®Decentralized
Argentina 1962 240 87.0 13.0
¢.dBolivia - 1970 6 066 27.8 72.2
dBrazil 1965 9 956 000 24.7 753
Costa Rica 1968 1 635 51.2 48.9
Mexico 1967 79 451 51.4 48.6
Venezuela 1967 12 685 67.8 32:2
United States €1967 f432 429 86.9 13.1

3Decentralized subsector includes public enterprises, mixed public and private corporations, governmental commissions, institutes,
independent agencies, etc.

bin local currency at current prices; includes debt amortization as well as interest payments (see text for discussion).

CMay double-count some or all transfers from one subsector to the other.

dejected cutlay in contrast to actual expenditure.

eFiscal Year 1966-1967.

fincludes $274.2 billion debt amortization and $12.6 billion interest.

Sources: Argentina, Secretaria de Estado de Hacienda de la Nacion, Memoria, 1962, pp. 14-16, 103.

Bolivia, Ministerio de Finanzas, Presupuesto General de la Nacion, 1970; Gobierno Nacional Central, p. 2.

Brasil, Ministério do Planejamento e Coordenagdo Econdmica, Consolidacdo Orgamentsdria do Govérno Federal, 1965, p. 16.
Costa Rican Comptroller General’s Office,

Mexican Comptroller General's Office.

Venezuela, Banco Central, /nforme Econdmico, 1968, pp. A114, A121.

United States, Bureau of the Census, Statistical Abstract, 1970, p. 378; and (for 274 172 million dollar debt amortization) U.S,,
Treasury Department, Annual Report, 1967, p. 593.

Bolivia underwent a sweeping revolution. after an administrative reorganization. Though the military-
1952 when Victor Paz Estenssoro led his Movimiento dominated governments after 1964 had claimed to be
Nacionalista Revolucionario (MNR) to power. Paz developing the MNR revolution in a “purified” form
hoped to prevent future violence by following the free from political considerations, this issue did not
Mexican example of developing an institutionalized prove to be convincing because administrative
revolution, a program he began to introduce especially problems were compounded as the central government
during his-second term in the presidency, 1960—1964. gave up more and more power to autonomous agencies.
However, he was overthrown in November shortly after Not until 1970 did a group of central government
beginning his third term in office.B During the MNR'’s técnicos propose specific actions to end near total
twelve consecutive years in the presidency (Hernan chaos in governmental planning. These técnicos
Siles Zuazo filled the term 1956—1960), a number of claimed that their policy represented a new and viable
important decentralized agencies were created as part alternative to MNR policy which influenced the 1950's
of a tradition already established by pre-revolutionary and 1960’s.
governments. Post-MNR presidents brought decen- Costa Rica’s revolution came in 1948 when José
tralization to a nadir, and only in the 1970’s did a Figueres, an apolitical farmer and industrialist, was
reaction against such a framework come in the form of joined by Padre Benjamin Nufez's labor-oriented

8‘Fc:r a concise history of Bolivian affairs since the 1930's, see James W. Wilkie, The Bolivian Revolution and U.S. Aid Since 1952:
Financial Background and Context of Political Decisions (Los Angeles: Latin American Center, University of California, 1969).
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Catholic groups in a successful attempt to overthrow
the pro-Communist government of President Teodoro
Picado. As Figueres has noted, in 1948 he was
interested specifically in following the Uruguayan
model of state decentralization in order to limit the
power of the president; and with a new basis for state
action implanted, Figueres turned over his office to the
duly elected opposition.9

By 1953, however, Figueres felt that he should
return to the presidency in order to establish the
principles of his new Partido Liberacion Nacional
(PLN), principles which implicitly if not explicitly
favored the development of Costa Rica’s middle class.
During his presidency for the period 1953—1958 he
followed his earlier program of decentralization, a
process continued by the opposition which alternated
in power with the PLN during the 1960's.

Not until Figueres prepared to return to power
for the term 1970-1974 did he realize that he had
established a system over which he lacked control.
Thus at the very time that he wished the presidency to
assume state power in order to follow up his middle-
class revolution of 1948 with a "revolution for the
masses,” he found that the form of government he
himself had instituted was not flexible to meet the
demands of a new era.

Country comparisons given in Table 2 portray
differences between Mexico, Bolivia, and Costa Rica as
well as provide a comparison with the U.S., the most
influential country in each of the three nation's affairs.
In relation to total population and total GNP of the
U.S., the selected countries located in Northern,
Central, and South America appear small. In terms of
GNP per capita, Mexico and Costa Rica have a better
position than Bolivia, but neither compare favorably
with the U.S.10

Surprisingly, public expenditure per capita in the
three Latin American countries is within the samerange
(and this observation also holds for the amount of
decentralized outlay). Expenditure of approximately
140 dollars per capita is only about one-sixteenth of the
expenditure per capita in the U.S., which explains to
some degree why public sector policy in the former
countries often does not appear to have much impact
on the masses. If the decentralized portion of this
amount is deducted, funds over which the president
has relative control decrease to 71, 55, and 74 dollars
per capita in Mexico, Bolivia, and Costa Rica,
respectively, compared to 1 887 dollars in the U.S.

Actually, the controllable figure for the U.S. is
inflated because of special factors, especially programs
resulting from legislation which often stipulates rates
to be paid and conditions of eligibility for benefici-
aries. Such problems are particularly true for the
following decentralized and/or open-ended programs:
social security payments, unemployment coverage,
farm price supports, public assistance grants, and
veterans benefits.11 Actually, in 1967, built-in costs
for relatively uncontrollable programs including debt
amortization and interest pa*ments made up over 90%
of total U.S. civilian outlays. 12 ;

Though debt amortization is excluded from some
types of functional analysis of expenditure (as in the
U.S. government's budgetary analysis), it is inc/uded
here to make U.S. figures comparable to Latin
American data. Latin American governments cus-
tomarily include debt redemptions in their budgets in
order to show that they are meeting national and
international obligations, as well as to reveal the
proportion - of governmental fund raising activity
required for repayment of previously expended
loans.13

QViews developed here on Costa Rican affairs are taken from tape recorded conversations with José Figueres by James W. Wilkie,
Albert L. Michaels, and Edna Monzén de Wilkie (Oral History Interviews, Buffalo and Columbus, 1968); also discussion of the
Uruguayan model (and the 1933 Tennessee Valley Authority example) is discussed by Father Benjamin Nafez in James W. Wilkie,
Albert L. Michaels, and Edna Monzon de Wilkie, Oral History Interviews, Guatemala City, July 16, 1970.

10y relation to territory, however, population density in Costa Rica and Mexico exceeds that for the U.S., a factor which might
indicate that those countries do not necessarily need more population as much as they need to develop the quality of life for the

population already in existence.

n U.S., Budger, 1971, p. 42. It should be noted, however, that since 1945 independent federal corporations must secure their funds
from congressional appropriations, like any other governmental agency, and unexpended balances revert to a general fund.

'12U.S., Budget, 1969, p. 15; and U.S., Treasury Department, Annual Report, 1967, p. 593. If debt amortization is excluded from
analysis, in 1967 the uncontrollable amount was about 61%. The comparable estimation for 1971 was 69% (see U.S., Budget,

1971, p. 42).

131 contrast to many Latin American countries which are dependent upon foreign loans, in the U.S. 95% of the public debt is
domestically heid (D.J. and A.F. Ott, Federal Budget Policy [2nd ed.; Washington, D.C.: Brookings Institution, 19691, p. 109).
Thus, debt transactions exclusive of interest payments are omitted from the U.S. government budgetary analysis on the grounds
that borrowing and repayment involve exchange of assets and are neither receipts nor expenditures. It could be argued, however,
that debt redemption should be included in U.S. government analysis in order to show the extent of obligations falling due in any
given year. In societies which live on credit, provision for meeting bbligatioﬂs becomes an important part of state policy,
depending, for example, on inflationary and deflationary conditions. Such policy may influence the capital market of funds
available for public and private financial activity (including new borrowing); and it may be argued that funds used for debt
repayments will be spent differently by the private sector than if they are not repaid and are spent by the public sector, With
regard to arguments for including in the budget loans by the government (as distinguished from loans to the government discussed
above), cf. Wilfred Lewis, Jr. (ed.), Budget Concepts for Economic Analysis (Washington, D.C.: Brookings Institution, 1968),

Part 1.

The matter of debt problems will be raised in further detail below (see Parts IX and X of this Chapter).
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TABLE 2

Country Comparisons: Me;éico, Bolivia, Costa Rica, and the United States

Mexico Bolivia Costa Rica  United States
Indicator 1967 1970 1968 1967
1 Population (Million} 45.7 3.8 1.6 199.1
2 Total Hectares (Million) 197.3 109.0 5.1 936.3
3 Density (1 as a Per Cent of 2) 23.2% 3.5% 31.4% 21.3%
4 2GNP (Million Dollars) $24 1120  Ps911.0 $747.0 $803 914.0
5 2GNP Per Capita {Dollars) 528.0 240.0 467.0 4 037.0
6 ©@Public Expenditure (Million Dollars) $6 362.0 $511.0 $232.0 $432 429.0
7 2Public Expenditure Per Capita (Dollars) 138.0 134.0 145.0 2 172.0
8 2Decentralized Expenditure Per Capita (Dollars) 68.0 79.0 71.0 285.0
2] Public Expenditure as a Per Cent of GNP 26.4% 56.1% 31.1% 53.8%
10 3Income Tax Collections (Million Dollars) $809.0 $18.0 $15.0 $95 497.0
11 Income Tax as a Per Cent of Public Expenditure 12.7% 3.5% 6.5% 22.1%
12 Income Tax as a Per Cent of GNP 3.4% 2.0% 2.0% 11.9%

®Non-deflated.
bProvisional 1969 data.
CPublic Expenditure = Centralized plus Decentralized Qutlay.

Sources: 1: UCLA Sratistical Abstract of Latin America, 1967, (Los Angeles: Latin American Center, University of California),

p. 57.
: Ibid., p. 52.
: Calculated.

L m

4: UCLA Staristical Abstract of Latin America, 1968, p. 241; Bolivia, Ministerio de Planificacion y Coordinacién, Revista de
Planificacion y Desarroflo 1 (1970) p. 3; Costa Rica, Banco Central, Estadisticas Econdmicas, 1963-1968, p. 11.

(4]

. Calculated.

6: Calculated from Table 1 with exchange rates given in UCLA Statistical Abstract of Latin America, 1967, p. 189 and Bank of

London and South America Review 4 (1970} p. 527.
7: Calculated.
8: Calculated from Table 1.
9: Calculated.

10: Mexican Comptroller General's Office; Bolivia, Ministerio de Finanzas, Presupuesto General de la Nacién, 1970, p. 9 (second
series of pagination); Costa Rica, Direccion General de Estadistica, Anuario Estadistico, 1968, p. 305; United States, Budger,

1971, p. 585.
11-12: Calculated.

H1: Functional Analysis

Functional analysis for public expenditure in
Mexico, Bolivia, Costa Rica, and the U.S. is presented
in Table 3. Since it is necessary to distinguish between
centralized and decentralized analysis as well as to
develop a consolidated view of expenditure which
helps us to understand the total impact of public
activity in relation to political decisions, in effect Table
3 is concerned with presenting alternative views of
reality.

105

Though it would be helpful to examine the
historical nature of these realities, as we have seen, data
for the decentralized and consolidated budgets are only
available for the late 1960's. Mexico was the first of
the four countries to attempt to integrate the
decentralized sector into a unified budget, beginning to
expand coverage of data in 1965. Bolivia adopted its
consolidated budget only in 1970; and Costa Rica has
not solved its problems by the onset of the 1970's. The
U.S. began to develop its consolidated budget in the
fiscal year 1969 by providing reorganized data for the
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TABLE 3

3Functional Analysis of Public Expenditure in Mexico, Bolivia, Costa Hica.. and the United States

h{TotaIs = 100.0 Per Cent)

Mexico Bolivia Costa Rica United States
1967 1970 1968 1967
Centralized $40 853.0 $1 684.0 $786.0 C.eg381.0
Economic 37.6% 26.1% 16.5% 2.8%
Social 20.3 30.9 38.9 24
Administrative 421 43.0 44.6 94.8
Decentralized dg3g 599.0 $4 382.0 $749.0 C.$62.0
Economic 75.5% 86.8% 40.4% 19.6%
Social 195 8.7 57.2 67.5
Administrative 5.0 45 24 12.9
Consolidated 9579 452.0 $6 066.0 $1 535.0 €$432.0
Economic 55.4% 69.9% 28.2% 4.8%
Social 22.7 14.9 47.8 11.0
Administrative 218 16.2 24.0 84.2

8Economic functions include communication and transport; development and conservation of natural resources; development,
promotion and regulation of industry, Social functions include educational and cultural services: health, labor affairs, public
assistance, and medical services. Administrative functions include general administration; military outiay, pensions; and debt
amortization and interest. For more detailed definitions see James W. Wilkie, (1) The Mexican Revolution: Federal Expenditure and
Social Change Since 1910 (2nd ed.; Berkeley: University of California Press, 1970), p. 13; and (2) The Bolivian Revolution and U.S.
Aid Since 1952: Financial Background and Context of Political Decisions (Los Angeles: Latin American Center, University of
California, 1969), pp. 6567.

bin millions of local currency; except U.S. in billions. )
€U.S. projected in contrast to actual outlay; actual functional analysis not available for subsectors because of conversion to

consolidated account (the "international” subfunction is divided here according to economic, social, and administrative activities;
*space research and technology’’ is considered an economic activity). No deductions for interfund transfers.

dFunctional analysis prepared by the Mexican Comptrolier General's Office.

€The consolidated account is calculated on a different basis than that used for the subsectors, which the government has not revised
for its new concepts, thus subtotals do not add to $432 billion.

Source: Mexican and Costa Rican percentages are adapted from data provided by the Comptroller General’s Offices in Mexico City
and San José. Bolivian data are from Bolivia, Ministerio de Finanazas, Presupuesto General de la Nacién, 1970, pp. 9-11, 13-14, U.S,
percentages are adapted from Budget, 1968, pp.333-367 and 456-461; Budger, 1971, pp. 587-591; and Treasury Department,
Annual Report, 1967, p. 593.

period of the 1960's. Thus with some adaptation for
comparability, consolidated data are available only in
the contemporary |:;erioci.M

In 1967, Mexico's central government was pro-
portionally more active in economic affairs than any of
the countries under discussion. With almost 38% of

expenditure centered on economic matters, it retained
direct control which was relatively quite high. In this
manner, combined socio-administrative matters came
to only about 62% of outlay.

In Costa Rica (1968) and Bolivia (1970), social
expenditure of the central government reached (or was

14golivia has some consolidated figures dating from the early 1960's, but centralized and decentralized aspects are not aiw‘ws clear.
Cf. Bolivia, Direccién General de Estadistica y Censos, Boletin Estadistico 93 (1967) pp. 1-3; and U.S. Agency for International
Development/Bolivia (USAID/Bolivia), Estadisticas Econémicas 11 (1970) p. 39.
For historical series on central government expenditure in Mexico (1910—1963) and Bolivia (1930—1966) see this author’s
works cited here in Tables 4 and 9. A summary of Costa Rican data is given in Table 13. Because of adjustments of data for
comparability, methods developed here may differ slightly from functional analysis prepared, beginning in recent years, by each

government, [See also Chapter VII, below] .
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scheduled to reach in the latter case) a secondary
position in relation to administrative outlay, which has
traditionally been highest in all except for Mexico
during the period of its industrial revolution.!®
Bolivian and Costa Rican socio-administrative outlay
came to about 74% and 84%, respectively. Though
these figures were higher than in Mexico, they were
low compared to central government activity in the
u.s.

Using the criteria of functional expenditure
developed in this paper, U.S. central government
activity for 1967 cannot even be said to be socio-
administrative in nature, rather it was dominated by
non-social and non-economic outlays in which defense
(18%), debt amortization (72%), and debt interest (3%)
helped administrative activity to reach almost 95% of
centralized ex;:uanditure.‘I6

With regard to decentralized expenditure, Mexico
and Bolivia have concentrated economic activity in this
sphere; Costa Rica has emphasized social affairs, in
spite of the fact that its social portion of centralized
outlay reached about 39% (the highest of any country
discussed here). In comparison, the U.S. decentralized
sector exceeded even Costa Rica’s decentralized social
activity.

The consolidated result for Mexico and Bolivia
shows basic economic orientation, compared to Costa
Rican and U.S. budgets, which are generally concerned
with socio-administrative activity. Similarities between
policy in the three Latin American countries, however,
are revealed in the fact that the general economic
impact of consolidated outlays is much greater than
that imputed from only analyzing the centralized
activity for which presidents are directly responsible.

What are the implications for statecraft if
economic affairs are increasingly delimited to be
outside of politics? And what are the prospects of
incorporating decentralized or autonomous agencies
into state planning in order to prevent new kinds of
challenges to central government authority? Whereas
in the past regionalism was considered to be the major
threat to central government political power, it appears
that today the threat to a strong presidency comes
from the rise of agencies which in effect constitute
states within states. This development represents a new
and more sophisticated challenge to central authority

than existed when leaders struggled over federal and

confederational issues of government. The problem
involves various aspects of central government effec-

155¢e Table 4.
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tiveness and assumptions about the role of the
decentralized sector in each of the three Latin
American countries.

1V: Mexico

The Mexican central government has never been
very effective in estimating its income and expendi-
tures; and perhaps this has accounted for political
success. In a country where the division of the revenue
pie is not clear to ministries which compete for funds,
governmental options are left open for pragmatic
action. Thus a voracious military lost relative power in
Mexico, for example, as it was subject to budgetary
legerdemain. The central government provided the
absolute amount of funds promised to the military; but
as budgets expanded over projections, the generals
received a declining proportion of actual expenditure
compared to the percentage propagandized in the
projected budget.!” Between 1949 and 1969, the
central government underestimated its income by an
average of 55% each year. Only once since 1949 did
estimates come close to actual collections (in 1953 the
government collected only 9% more than projected). In
all but four other cases, collections ran between 41% and
200% of estimations; and in those four cases, growth
was at about one-third higher than planned. The
greatest problem in government estimates came in the -
early 1960's when planning was deficient by an average
of 76%, the most serious underestimation coming in
1965 when the decentralized sector was integrated into
consolidated av:':t:ounting.13

The record of the decentralized sector since
1965, when data are available, is much better than that
of the central government. Between 1965 and 1969
total collections ran only an average of 21% higher
than estimates. 19 Though in 1966, 1967, and 1968
planning was relatively accurate, in 1969 revenue was
underestimated by over 20%; and in 1965 income was

underestimated by nearly 50%.
The  pattern of Mexican central government

expenditure for the period from 1947 to 1969 is
shown in Table 4. Presidents Adolfo Lopez Mateos and
Gustavo Diaz Ordaz functionally expended actual total
central government funds the same way, although the
latter projected to spend almost as much for social as
economic development. Both of the presidents reduced
the share of the budget devoted to economic affairs,
emphasizing new social outlay necessitated by the shift

1611 terms of analysis which omits amortization of the debt from accounts, in 1967 interest amounted to 13% and defense to 69% of
central government outlay. In the U.S. consolidated analysis, however, the totals were 8% and 44% respectively. See U.S., Budger,

1971, pp. 587, 591—-592.

”‘Nilkie, The Mexican Revolution: Federal Expenditure and Social Change Since 1910, pp. 100—106.
13México. Contaduria de la Federacion, Cuenta Piblica, "Estado Analitico de Ingresos,” yearly.

19/ pig,
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TABLE 4

Average Per Cent of Mexican Central Government Budgetary Expenditure by Type of
Emphasis and Presidential Term

3Total = 100.0 Per Cent

No. of Years
Years President Average Economic Social Administrative
A. Projected
1947-1952 Aleman 6 39.2 18.6 42.2
1953-1958 Ruiz Cortines 6 43.8 20.4 35.8
1959-1964 Lbpez Mateos 6 38.9 31.6 29.5
1965-1969 Diaz Ordaz 5 38.1 37.4 245
B. Actual
1947-1952 Aleman 6 51.9 13.3 34.8
1953-1958 Ruiz Cortines 6 52.7 14.4 329
1959-1964 Lopez Mateos 6 39.1 19.5 41.4
1965-1968 Diaz Ordaz 4 40.3 20.6 39.1

8For definition of functional emphasis, see Table 3, note "“a."”

Source: Wilkie, The Mexican Revolution: Federal Expenditure and Social Change Since 1910, p. 32. México, Secretaria de Hacienda
y Crédito Publico, Presupuesto General de Egresos de la Federacion, yearly; and México, Contaduria de la Federacidén, Cuenta
Publica, yearly. For analysis which omits debt amortization see Clark W. Reynolds, The Mexican Economy: Twentieth-Century
Structure and Growth (New Haven: Yale University Press, 1970), p. 291; further, Reynolds’ gives Mexican government functional
categories which are slightly different from those developed in this study.

from industrial to balanced revolution. In the mean-
time, funds spent on general administration increased
(in spite of projections) to gain renewed support from
a bureaucracy which felt that it had not received
benefits commensurate with other sectors of society.
Such action was apparently appropriate for stability as
the PRI has faced electoral problems in the Federal
District, the seat of greatly centralized government.20

The growth and importance of Mexican
decentralized capital investment in projected public
sector outlays (see Table 5) shows that since the late
1940’s the central government increasingly has lost
influence in this aspect of national development. The
same situation was true in 1925 before active central
government policy was stimulated by President Calles.

And when Cardenas assumed the presidency in 1934,
growth of central government expenditure further
eclipsed outlays of decentralized investment (then
limited to the Mexican National Railways), which
declined to less than 30%. With Cérdenas’ expropria-
tion of the foreign-owned oil industry in 1938,
however, the decentralized sector received new
impetus, a capacity of growth that came to fruition
under President Aleman, who emphasized increased
investment in decentralized electrical power develop-
ment as well as in rail\!\.l'ays.21

Actual capital investment figures (in contrast to
projections since 1939) are not available except for the
recent presidency of Gustavo Diaz Ordaz;22 and the
data are not broken down as to centralized or

2°See James W. Wilkie, ""New Hypotheses for Statistical Research in Recent Mexican History,'' Latin American Research Review 6.2

(Summer 1971), pp. 2—17 [ see Chapter | above].

2Ny interesting to note that Presidents Cardenas and Avila Camacho projected capital investment in agricultural affairs at about the
same share (20%) as President Aleman; see México, Direccién de Inversiones Publicas, México: Inversion Publica Federal,

1925—1963, pp. 55-57.

2For.t}fuiected regional figures 1939—1963 see ibid., passim; and for 1959—1966 see Wilkie, “New Hypotheses for Statistical

Research in Recent Mexican Histury," Table 3.
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TABLES

Decentralized Mexican Investment as a Percentage of Total Public Sector Investment, 1925-1970
2(Projected Data Based Upon Incomplete Reporting)

Year Per Cent Year Per Cent Year Per Cent
1925 54.9 1941 33.8 1956 55.7
1926 441 1942 31.2 1957 53.7
1927 443 1943 324 1958 57.3
1928 414 1944 37.9 1959 56.1
1929 41.8 1945 441 1960 66.8
1930 40.8 1946 40.8 1961 64.8
1931 36.3 1947 48.1 1962 65.7
1932 41.1 1948 48.3 1963 60.7
1933 37.6 1949 53.4 1964 61.3
1934 35.7 1950 58.0 1965 66.5
1935 29.9 1951 50.7 1966 66.4
1936 28.6 1952 49.7 1967 62.7
1937 28.6 19583 53.5 1968 62.4
1938 28.8 1954 54.6 1969 64.2
1939 42.9 1955 56.5 1970 63.8
1940 49.3

3Data for 1925-1938 are for actual expenditures.

Source: México, Direccion de Inversiones Publicas, /nversion Publica Federal, 1925-1963, 33-40, 111; and idem., Inversion Publica
Federal, 1964-1965-1966, Tables 2, 12, 18; and source for Table 6, pp. 145-170. :

decentralized outlay. Though these data (given in Table
6) do not tell us the impact of central government
policy, the fact that they exist at all indicates that for
the first time the central government is not only able
to gauge the real role of public sector policy, but also
to determine this role as it affects Mexico’s 32 political
entities. Of the total 87 007 million pesos invested
between 1965 and 1969, 25.1% was social in nature,
with only 2.2% of the total being devoted to adminis-
trative functions. Thus, 72.7% went into economic
investment, including 10.3% devoted to agricultural,
ranching, and fishing programs.

With regard to industrial development (39.9% of
total investment), almost one-guarter was allocated to
the state of Veracruz (23.4%); Tamaulipas (13.8%) and
Tabasco (10.9%) also received greater shares than the
Federal District (8.2%), which has traditionally been
Mexico’s industrial center. In the four cases, invest-
ment was divided about equally between oil and
electrical development in all but the Federal District,
where investment was dedicated to outlays for iron and
steel development.
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Infrastructural investments in transport and com-
munications (22.5% of total public investment) were
not so concentrated as the industrial growth they are
designed to support. Only the. Federal District with
10.9% (an amount which includes the construction of a
subway system) and Veracruz with 8.2% had relatively
high amounts. In spite of criticism concerning the
construction of Mexico City’s subway (some intellec-
tuals believe that the money might have been better
spent for rural development), the relationship of
investment to population was fairly well balanced
under Diaz Ordaz.

Where critics of Mexican centralization of the
Federal District can make their best case today lies
outside the sphere of industrial policy. Since the
population in the capital is located in the narrow
confines of a valley and apparently is most susceptible
to political mobilization, two-thirds of the public
sector’'s heavy emphasis on social expenditure was
located there. This emphasis weighed the total effect of
public sector expenditure toward the Federal District;
if social outlay is subtracted from total investment in
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TABLE 6

Mexican Public Sector Capital Investment by Entity, 1965-1969, Compared to Population in 1970

(In Per Cent)

Actual Expenditure

®Transport and

3Total blndustrial Communication dP|:|p1.|laticn'|

Amount Share Share 1970
Total Mexico 100.0 100.0 100.0 100.0
Aguascalientes .6 2 1.3 7
Baja California 2.0 1 3.1 1.8
Baja California Territory 9 2 24 3
Campeche T 3 1.9 5
Coahuila 3.7 4.6 28 2.3
Colima 6 3 1.6 .5
Chiapas 1.8 2.1 2.7 3.3
Chihuahua 3.9 3.7 6.5 3.3
Distrito Federal 245 8.2 10.9 14.3
Durango 1.4 b 1.4 1.9
Guanajuato 3.8 57 4.4 4.7
Guerrero 2.0 2.2 2.2 3.3
Hidalgo 1.6 1.3 202 2.5
Jalisco 26 23 4.6 6.8
México 3.8 4.4 5.3 7.9
Michoacan 1.8 1.1 3.2 4.8
Morelos .8 4 1.3 1.3
Nayarit 5 4 1.0 1.1
Nuevo Leén 2.2 3.1 2.3 3.5
Oaxaca 2.0 2.4 24 4.2
Puebla 1.7 2.0 2.1 5.2
Querétaro 1.3 4 3.7 1.0
Quintana Roo 4 A 1.0 .
San Luis Potosi 1.2 1.0 26 2.7
Sinaloa 4.3 1.1 6.6 26
Sonora 2.2 1.3 4.0 23
Tabasco 5.6 10.9 24 1.6
Tamaulipas 7.9 13.8 3.0 3.0
Tlaxcala 3 2 6 9
Veracruz . 12.2 234 8.2 7.9
Yucatan 1.2 .8 1.5 1.6
Zacatecas 6 3 .8 2.0

ag7 007 million’ pesos; total includes social (25.1%), agricultural/ranching/forestry (103%), and administrative/defense (2.2%);

investments not shown separately here.
b 34 719 million pesos equals 39.9% of total amount.
€19 593 million pesos equals 22.5% of total amount.

dag 225 238.

Sources: This actual investment data has been provided by Mexico’s Direccion de Planeacién Sectorial y Regional in the Ministry of
the Presidency; subsequently it has been published as México Direccion de Inversiones Plblicas, Inversion Piblica Federal,
1965-1970, p. 174. Cf. [Emilic Magica Montoya, coordinador], Programa de Desarrollo Econémico y Social de México,
1966-1970 (México, D.F.: Comisién Intersectarial, Secretaria de |a Presidencia, Secretaria de Hacienda y Crédito Pablico, n.d.)
for an analysis of projections (295 pages plus appendix) which unfortunately was printed only for extremely limited

distribution.

Population data are from Direccion General de Estadistica, /X Censo General de Poblacién, 1970, Resumen General Abreviado.
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Table 6, the Federal District’s share in investment
declines from about one-quarter to 10.8%. Thus
disaggregation of total amounts leads to a very different
view than that presented in official partial summaries.23

That the central government has gained this new
capacity to assess development is impressive. With the
tremendous growth of decentralized agencies and the
confusion as to their legal status, the government of
Diaz Ordaz showed real organizational talent in even
compiling the figures given in Table 6. That the central
government would eventually have to undertake this
task became increasingly evident after 1940.24 Of the
nearly 300 decentralized agencies for which the
Ministry of National Patrimony could give information
in a 1964 Directory,25 6 were founded by Porfirio
Diaz; 3 by Alvaro Obregdn; 5 by Calles; 8 during the
era 1929-1934; 20 by Cirdenas; 45 by Manuel Avila
Camacho; 54 by Aleman; 53 by Ruiz Cortines; and 79
by Lopez Mateos.26

Priorities of expenditure in the public sector are
presented in Table 7 with some reservation. Not only is
the data only becoming more complete in recent years,
but periods in the series alternate between projected
and actual data. Nevertheless, it is apparent that
centralized and decentralized governmental investment
in industry gained slowly. As suggested above, the
government did not conceive its role to lie in industrial
development until the very late 1930’s, -and the
concept grew slowly after heavy initial outlay in 1940.
Not until the mid-1950's did the public sector devote
as much as one-third of capital investment to the
industrial sector, and forty percentile shares were not
reached until the 1960s. )

In the meantime, the public sector conceived its
role to lie mainly in the development of communica-
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tions and transportation systems. Even though infra-
structural investment declined between 1925 and 1970
from 93.9% to 21.5%, the growth of outlay in real
terms (adjusted for inflation) means that it was gaining
many more pesos per capita than during the 1920's and
1830’s when three-quarters of public capital invest-
ment was devoted to communications and transporta-
tion. In 1938, for example, this category received (in
real terms) 22 pesos per capita, an amount that reached
41 pesos by 1968.27

Whereas in the past many observers have felt that
Mexico’s modern industrial growth depends upon the
development of markets in rural areas (thus necessi-
tating capital investment in the rural sec:tor]l,28 the
terms of debate appear to have changed in a way that
few have foreseen (or in a way that few realize).
Though investment priorities (Table 7) saw outlay for
agriculture (including irrigation, ranching and forestry)
usually exceed expenditure for industry until 1947,
after that date the reverse was true. But even more
importantly, investment in the agricultural sector has
lost out to expenditure on social welfare. Indications
that social development might be considered more
important than outlay for agricultural development
came in 1929, 1930, 1931, 1933, 1934, and 1952; and
since 1956 social welfare functions consistently have
been thought to be more important than agricultural
growth. Thus the de facto issue does not now appear to
be whether agricultural development has priority in the
process of national modernization, but how great a
percentage of investment funds should be allocated to
improving the quality of life needed to modernize
society. As suggested above, the Federal District has
received the greatest share of social welfare expendi-
ture; and in 1965, for example, when President Diaz

Begr example see México, Secretaria de la Presidencia, Sexto /nforme que rinde al H. Congreso de la Unién el C. Presidente de Ia

Republica Gustavo Diaz Ordaz, 1970, Anexos 1—4.

On Mexican planning in general, see William P. Glade, Jr., 'Las Empresas Gubernamentales Decentralizadas,’’ Problemas
Agricolas e Industriales de México 11:1 (1959): Miguel S. Wionczek, “Incomplete Formal Planning: Mexico,’’ in Everett S. Hagen
led.), Planning Economic Deveiopment (Homewood, lllinois, 1963), pp. 150—182: Robert J. Shafer, Mexico: Mutual Adjustment
Planning (Syracuse: Syracuse University Press, 1966); Clark W. Reynolds, The Mexican Economy: Twentieth-Century Structure
and Growth (New Haven: Yale University Press, 1970); and Roger D. Hansen, The Politics of Mexican Development (Baltimore:
Johns Hopkins Press, 1971).

México, Secretaria del Patrimonio Nacional, Directorioc General de Organismos Descentralizados, Empresas de Participacion
Estatal, Establecimientos Publicos, Comisiones, Juntas e Institutos Dependientes del Gobierno Federal, 1964, preambulo. The
Directory noted, however that its listing was incomplete because of lack of available data as well as deficiency in juridical
classification of the agencies. ;

2611 would be presumptuous to say that the number of agencies created by presidential period as given above is complete. Not only
are 21 agencies listed without date of formation, but also there is no indication of their original dates of creation prior to the latest
reorganization. The 1969 Mexican government Manual which gives the latter information, however, offers data only on less than
100 of the almost 250 agencies which it lists. Such confusion indicates that even by 1970, Mexican government information on
what constitutes the decentralized sector still leaves much to be desired and that national planning is far from complete. See
México, Secretaria de la Presidencia, Manual de Organizacion del Gobierno Federal, 1969—1970. Cf. David |barra, ""Mercados,
Desarrollo y Politica Econdmica: Perspectivas de la Economia de México,’" in E/ Perfil de México en 1980 (2 vols.: Mexico, D.F.:
Siglo XX1, 1970}, |., pp. 192=197 for a useful alternative but incomplete list of decentralized agencies. .
27 Calculated from (a) Mexico City's 1939 wholesale price index converted to 1950 terms; and (b} population estimates also supplied
by the Direccion General de Estadistica. (Between 1938 and 1968, in current prices, Mexico's total public investment increased
from 198 million pesos to 20 447 million pesos, according to the sources for Table 7).

See, for example, Sanford A. Mosk, Industrial Revolution in Mexico (Berkeley: University of California Press, 1950).

11



Wilkie « Statistics and National Policy: Part |

TABLE 7

Average Mexican Centralized and Decentralized Public Sector Investment Priorities by
Presidential Period, 1925-1970

2(In Per Cent)
Agriculture,
No. of Years Communication, Ranching, Social
Years President in Average Industry Transportation Forestry Welfare
1925-1928  Calles 4 1 79.1 20+ 1.\ 658"
1929 Portes Gil 1 t 73.5 -10.2 16.3
1930-1932 Ortiz Rubio 3 t 76.6 115 11.9
1933-1934 Rodriguez 2 T 75.9 11.0 13.1
1935-1940 Cérdenas 6 5.1 66.3 18.1 9.6
1941-1946 Avila Camacho 6 10.6 59.1 16.9 116
1947-1952 Aléman 6 22.0 43.0 201 13.6
1953-1958 Ruiz Cortines 6 324 37.2 14.9 13.8
1959-1964  Lopez Mateos 6 346 29.9 9.8 22.4
1965-1970 Diaz Ordaz 6 40.3 224 10.5 24.7

TIndicates zero or less than ,5%.

3Excludes administrative/defense category not listed separately; readers should note problematic nature of data in which actual and
projected figures are used according to availability in order to construct the time series. Actual outlay is given for 1925-1938, and
1965-1969. Projected investment is presented for 1939-1964 and 1970.

Source: 1925-1963 data are from México, Direccién de Inversiones Publicas, México: Inversién Publica Federal, 1925-1963, pp. 19,

53-58, and 119.

Data for 1964 are from idem., Inversion Pablica Federal, 1964-1965 1966. (Mimeo., 1967). Data for 1965-1970 are from source in
Table 6 (cf. México, Secretaria de la Presidencia, Sexto Informe que rinde al H. Congreso de la Union el C. Presidente de la Repdblica
Gustavo Diaz, 1970, p. 97, which gives higher totals with some percentage differences but which is incomplete because no total

regional distribution is presented).

Ordaz announced that the capital city was authorized
to receive only 10% of total investment funds, 29 the
actual figure came to almost double that amount.

In spite of problems in coordinating centralized
and decentralized activity discussed above, the Mexican
economy and its industrialization have continued to
make major yearly gains. Table 8 shows that for the
1960's, the average increase per year for real Gross
Domestic Product (GDP) was 7.1%. The subtotal for
industry was even higher, averaging 8.9%, with the
manufacturing sector equalling that growth rate.

In suggesting at the outset that a lack of planning
has given the Mexican government political successes,
perhaps one may hypothesize at this point that the
Mexican economy is so healthy that disarticulation of
state policy may at times be positive. Because this idea
is both controversial and complicated, it will be
reserved for discussion after the cases of Bolivia and

Costa Rica have been examined. In any case, it is
related to a number of dilemmas facing development
problems in Latin America.

V: Bolivia

If Mexican governmental disarticulation has been
an implicit threat to the power of the presidency, the
Bolivian situation is even more critical. Although
theoretically central governments maintain control
over decentralized agencies through appointment of
directors, as a matter of practice, influence (let alone
control) generally is possible only by overcoming great
difficulties. If agencies do not use standardized
accounting practices, inter-agency comparability is
impossible. In addition, agency role vis-a-vis the central
government is hard to ascertain because audits are
rarely undertaken and a director infrequently knows

29+primer Informe de Gobierno [del] Presidente Gustavo Diaz Ordaz,” El Dia, September 2, 1965, suplemento, p. 2.

Calculated from source for Table 6.
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TABLE 8

Percentage Growth of Mexico's Real Gross
Domestic Product and Industrial Output
(Based on 1960 Prices; in Per Cent)

Industry
Year GDP 2Total bManufacturing
1961 4.9 5.3 5.5
1962 4.7 5.5 4.6
1963 8.0 9.8 9.2
1964 11.7 15.7 17.4
1965 6.5 7.3 9.5
1966 6.9 9.6 9.4
1967 6.3 8.7 6.8
1968 8.1 10.0 10.1
©1969 7.3 8.3 8.0

3includes mining, petroleumn, manufacturing, construction and
electricity.

bincluded in industrial total.

CPreliminary.

Source: El Mercado de Valores, November 30, 1970, p. 700.

the extent of his own agency’s activities. Thus the
agency becomes a state within a state precisely because
the central government has given up power without
realizing what it has done. (It should be noted also that
often it is difficult for the chief executive to find out
what his own central government is actually doing, let
alone determine the activity of autonomous agencies.)

The Bolivian problem of governmental disarticu-
lation is compounded by several factors, not the least
of which is that there is even less statistical information
available than for Mexico. First, the President of
Bolivia has been hampered in his planning activities by
the congressional prerogative by earmarking taxes, a
problem which Mexican presidents do not face. By
1964, when earmarked taxes were omitted from the
budget in order to eliminate accounts not subject to
audit, they made up 36.5% of gross ex:ua-m:ﬁn.:n%ﬁ1
Second, budgets generally are not prepared at the
beginning of the year but long after de facto decisions
have been made (the 1970 budget, for example, did
not appear until August). Third, functional analysis of
public sector finances has been confused by lack of

VI - Comparative Governmental Budgets

data on the relative power of the president compared
to autonomous agencies.

Whereas data published by the Bolivian Planning
Ministry in 1966 show the central government as
controlling over 70% of public sector e:q:nenciiture,32
revised data provided by the U.S. Agency for Inter-
national Development {USAID) in Bolivia reveal other-
wise.33 Between 1963 and 1969, when some reliable
data are available, the central government expended
the following shares of public sector outlay, respec-
tively: 26%, 26%, 31%, 33%, 33%, 33%, and 32%.
Furthermore, the first detailed analysis of consolidated
accounting (resumed in Table 1 above) indicates that
the central government role in 1970 might be as low as
about 28%.

Although no functional analysis is available
which would offer an actual view of public sector
investment priorities for (a) any year and for (b) each
region of the country, the historical trend presented in
Table 9 shows that central government outlay in the
era financially dominated by Victor Paz Estenssoro
(1945-1969) gave the central government a small role
in economic development.

Bolivia's recent history of central government
expenditure revolves around the policy of Paz
Estenssoro. Paz made a financial revolution during
1945 and part of 1946 when he served as Minister of
Finance. His policy of emphasizing social outlay at the
expense of economic expenditures carried through in
subsequent years until his MNR gained power in the
revolution of 1952. Although economic emphasis
gained somewhat, it was still far below the pattern set
during the period from 1942 to 1944 by President
Pefiaranda. Paz’'s downfall in 1964 did not change the
pattern he set in 1945, .

Only in the budget for 1970 does one note a
projected shift from social outlay to more balanced

" policy. If the técnicos (many of whom were formed

during the MNR period) have their way, the central
government would begin to asume direct control over
economic development. In the past, this control
theoretically was delegated to (a) USAID; and (b) a
proliferation of autonomous agencies.

As discussed elsewhere, USAID never lived up to
its promises. During the 1950’s much aid was needed
for direct budgetary supports which could keep the Paz
government from being overcome by radical labor-left
leaders and Communists. Even during the 1960's, when
USAID attempted to switch to economic development
(in spite of Alliance for Progress calls for social outlay),
a shift toward economic projects by USAID was offset

3 Earmarked taxes are excluded from analysis here; see Wilkie, The Bolivian Revolution and U.S. Aid Since 1952, p. 52.
3280Ii\ria, Secretaria Nacional de Planificacion y Coordinacion, Bolivia en Cifras, 1966, p. 6.

33ysAID/Bolivia, Estadisticas Econémicas 11 (1970) p. 38.
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TABLE 9 -

Average Actual Per Cent of Bolivian Central Government Budgetary Expenditure
by Type of Emphasis and Era

Total = 100.0 Per Cent

Time Span Era Years Economic Social Administrative
1942-1944 3pre-Paz 3 26.8 20.8 52.4
1945.1951 Bpost-Paz 7 10.5 284 - 61.1
1952-1964 CMNR 13 15.0 34.6 50.4
1965-1969 dpost-MNR 5 13.1 36.0 50.9
1970 € Técnicos” 1 f26.1 f30.9 faz.o

aEncompasses parts of Pefiaranda and Villarroel presidencies.:

bEncompasses epoch initiated by Paz Estenssoro’s period (Jaunary 1, 1945 — July 19, 1946) as Minister of Finance Under President
Villarroel; and includes Hertzog and Urriolagoitia presidencies.

CEncompasses Paz and Siles Zuazo presidencies.

dEncompasses Ovando, Barrientos, and Siles Salinas presidencies. Because the Bolivian government attempted a budgetary
reorganization during 1965-1966, this author was concerned that long-standing data for time-series analysis might be disrupted (see
Wilkie, The Bolivian Revolution and U.S. Aid Since 1952, p. 18). The reorganization, which involved the maintenance of data on
cards according to programs, has since been abandoned and the time series for activity by ministry reconstituted. This data has been
adjusted here in order to make post-MNR functional budgetary analysis consistent with data through the MNR period.

eEncompasses Ovando, Miranda (one day), and Torres presidencies.

fProjected in contrast to actual outlay.

Source: Wilkie, The Bolivian Revolution and U.S. Aid Since 1952, p.21; Balances, Departamento de Contabilidad, Tesoreria

Nacional; and Bolivia, Ministerio de Finanzas, Presupuesto General de la Nacién, 1970.

by new non-economic programs conducted in Peace
Corps and military assistance operations.34

Bolivian economic affairs, then, were decentral-
ized among autonomous agencies, most of which
operated with losses. The central government found
that it not only could not count on anticipated agency
profits from tin, transport, and oil, for example, but
also that often it would have to subsidize a series of
unprofitable ventures.

Given the confused growth of agencies shown in
Table 10, it is no wonder that in 1970 Bolivian
técnicos could claim that only through a governmental
reorganization could the central government rationally
develop the country’s potential.35 Although the MNR
government established a Ministry of Planning and
Coordination in 1963, like many such ministries in
Latin America, it found coordination to be an excruci-
ating process. As the técnicos noted of the existing
system in 1970:

With regard to planning, the situation is chaotic.
In spite of the existence of a planning agency

headed by an official of ministerial rank, the
other ministers and the directors of decentralized
agencies generally make their own plans (or
simply do not plan at all but fall back on their
daily routine). Consequently, the coordination of
planning as well as execution and evaluation of
planning is virtually nonexistent . . . 36

The técnicos went on to note:

The administrative function is carried out in a
process which is extremely complex and costly,
The existing rudimentary systems require 173
different operations for simple payment of one
budgetary item; permission to pass merchandise
through customs requires more than 87 steps;
and even a simple request for annual vacation in
a decentralized agency ... means 59 operations
before the employee can obtain his final
authorization.

But there are even worse examples of
defective bureaucratic processes. In one ministry,

34 James W. Wilkie, "Public Expenditure Since 1952,” in James M. Malloy and Richard S. Thorn (eds.), Beyond the Revolution:
Bolivia Since 1952 (Pittsburgh: University of Pittsburgh Press, 1971), Table 3 [see Chapter V, above] .
35[José Ortiz Mercado, coordinador ], Estrategia Socio-Economica del Desarrollo Nacional, 1971—1991 (2 vols.; La Paz; Ministerio

de Ptanificacién y Coordinacién, 1970).
381bid. , 1., pp. 116-117.
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TABLE 10
Growth of Bolivian Public Sector Agencies Since 1952

Pre-1952 ) Total by
Agency Agencies 31952-1963 21963-1969 1970

Government/Administration/Defense 8 0 7 15
Agriculture/Ranching 3 3 5 1
Mines and Petroleum 2 3 1 6
Industry and Commerce 1 6 2 9
Energy 0 2 0 2
Public Works/Communication/Transport 7 2 10 19
Finances 8 0 1 9
Education and Culture 4 4 3 1
Social Welfare 7 3 8 18
Housing 0 2 1 3
Health 2 0 3 5

Total 42 25 41 108

3 |t is interesting to note that one recent observer claims that the MNR was not really revolutionary because it represented an “elitist
life style.” According to James M. Malloy in Bolivia, The Uncompleted Revolution (Pittsburgh: University of Pittsburgh Press,
1970), pp. 306-307, one of the reasons Paz Estenssoro fell from power in 1964 was because he “felt the need to create a new
technocratic elite which could truly lead the country to development,’ thus he “paid less and less attention to party affairs.”

Ironically, as seen in this table, post-MNR governments fragmented state power by creating so many new decentralized agencies
that the récnicos now seek to clean up the confusion through recentralization. If the popular sector, however, has its way with the
current President of Bolivia, Juan José Torres, decentralization apparently will be developed with a vengeance, with students,
workers, miners, and peasants taking control from the técnicos.

Source: [José Ortiz Mercado, coordinador|, Estrategia Socio-Econémica del Desarrollo Nacional, 1971-1991 (2vols.; La Paz:
Ministerio de Planificacion, 1970}, |., p. 115¢c.

for example, it has been discovered that 59
different operations are necessary to receive a
letter and file it with a response. And as a corollary

decentralized agencies, with an average of one
agency each three years. Since 1965 the average
has been three agencies per year without

of these examples, the process for granting a
mining concession in Bolivia, a country dedicated
to mining, requires 250 steps.37

attention to scientific principles of administra-
tion. Under a false concept of the meaning of
“autonomy’’ or “autarky,” this growth has pro-

voked a breaking away of agencies from the
nucleus of governmental control. This phenome-
non must be attributed fundamentally to the
absence of juridicial norms concerning the concept
of [centralized-decentralized relations which are]
neither defined scientifically nor juridically in the
country’s legislation. In the final analysis, [rela-
tions are affected by personal influence which
central government officials are able to exert over
directors of decentralized agencies] .38

These revealing statements do much to puncture
the myth of state planning propagandized by recent
Bolivian governments. At first, Bolivian leaders (follow-
ing examples of other Latin American countries)
believed that by simply establishing a Ministry of
Planning and Coordination, disarticulation between the
centralized and decentralized agencies (as well as
between agencies within each sector) could be resolved.
However, Bolivia's técnicos explicitly have pointed out

why mere coordination does not work: In short, Bolivia is only now finding out what Mexico

has fully discovered in the last ten years: coordination
without a budgetary control is a vague term without
much meaning for effective state planning.

For the last thirty years the government has been
asystematically creating an excessive number of

37 bid,, 1., p. 117.
Ibid., |, pp. 114—116.
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But if the Bolivian central government had been
so inept at managing the affairs of a “revolutionary’
society, how can one account for a dramatic growth in
GDP during the 1960’s?

As shown in Table 11, total real GDP averaged a
yearly gain of 5.0% between 1959 and 1969. Industrial
growth showed surprising strength after 1962, and it
would appear that the attempts by Paz and Barrientos
10 encourage private sector investment were hand-
somely rewarded. As in the Mexican case of the 1960's,
the manufacturing subtotal grew at the same average as
the total for industry (6.8% a year), although the
Mexican average was several percentage points higher,

TABLE 11

Percentage Growth of Bolivia's Real Gross
Domestic Product and Industrial Output
(Based on 1958 Prices; In Per Cent)

Industry
Year GDP 3Total PManufacturing
1959 -3 4.0 -1.8
1960 43 22 9.7
1961 2.1 -15 2
1962 5.6 10.1 10.7
1963 6.4 99 6.6
1964 4.8 6.5 8.9
1965 6.9 1.3 9.8
1966 7.0 8.8 12.3
1967 6.3 12.8 3.2
1968 7.2 7.7 6.3
1969 4.8 35 8.9

3includes mining, petroleum, manufacturing, construction, and
" electricity.

bincluded in industrial total.

CPreliminary.

Source: Bolivia, Ministerio de Planificacibn y Coordinacién,
Revista de Planificacion y Desarrolio; Cuentas Nacionales,
1950-1969 1 (1970) p. 7. For a devastating criticism of the
Ministry’s method for arriving at the above figures, see
Laurence Whitehead, ‘‘Basic Data in Poor Countries: The
Bolivian Case,” Bulletin of the Oxford University Institute of
Economics and Statistics 31 (1969) pp. 205-227.

Internal warfare set off by the Che Guevara movement
did not appear to affect the growth of GDP, but that
may be because the figures themselves are
rql..lestit‘.rnad:ole.39

If the Bolivian técnicos are critical of the state’s
role in national development, their position is
important from two points of view. In the first place, it
is clear that they consider the role of the técnico to be
the most important influence and the indispensable,
vital basis for the rational direction of their society.
The tone of their work is one of omniscience. If they
are given their due place in the power structure their
program is simple:

The new Administration and its newly
formed bureaucracy must be based upon three
basic precepts: (a) loyalty to the society which it
serves; (b) passion for responsibility to public
service; and (c) permanent intellectual and pro-
fessional growth. As opposed to the private
sector, the public sector increasingly utilizes new
technologies, principally with regard to research
on economics, finance, and production. But this
positive State contribution to the development
of productive forces until now has not been
systematically and organically carried out.
Rather, [it has responded in many cases to
urgent or arbitrary decisions made by inter-
national or foreign agencies]. The new
bureaucracy must participate in the new mission
which the State has in modern socistv.w

Furthermore, the técnicos noted that there are
two positions concerning the role of the public sector;
the first of which they do not deny, but seek to
correct: :

The first position stems from the idea that
the State is a ‘“bad administrator,” and it
condemns direct state intervention in the
economic life of the country, [assigning it the
supplementary role of maintaining] ... “tran-
quility and public order.” The result is a curious
mixture of neoeconomic liberalism and political
absolutism.

The other position, sustained in the present
strategy for development, [postulates that the
State] .... must fulfill a directive, innovative,
and entreprenurial function [so as to create

39Nmrﬂwlm. during the 1960°s, most observers were convinced that the Bolivian economy made great strides forward, regardless
of problems in measurement. Utilizing a variety of analyses touching on qualitative aspects of development, a concensus emerged
that Bolivia was beginning o overcome its historical backwardness. See, for example, Malloy and Thorn (eds.), Beyond the
Revolution: Bolivia Since 1952; Dwight B. Heath, Charles J. Erasmus, Hans C. Buechler, Land Reform and Social Revolution in
Bolivia (New York: Praeger, 1969); and Cornelius H. Zondag, The Bolivian Economy, 1952—65, The Revolution and its Aftermath

(New York: Praager, 1966).

40 Ortiz Mercado , Estrategia Socio-Econémica del Desarrolio Nacional, 1971-1991, 1., p. 126.



economic development. Such growth will be
produced to the extent that masses are mobilized
in a system of planning which adapts to our
national characteristics and which] substitutes
“the rules of the free market,”” with the common
effort directed toward pre-fixed rationally
planned gc:als.41

That the Bolivian técnicos should develop a
detailed str'ategy for national development s
admirable, but in the analysis of their country they
have omitted four important factors. First, they have
assumed that the plan will be carried out in an
apolitical vacuum, an assumption belied by the fact
that between October 6 and October 7, 1970, the
presidency changed hands at least three times. Second,
baseline analyses for projected growth in all fields is
woefully inadequate; and few historical studies are
available which would show whether or not there is a
reservoir of experience which would provide a realistic
stimulus for change. Third, the fact that the decentral-
ized sector has advantages in hiring better qualified
personnel means that generally the least attractive
bureaucrats go into the central government. Fourth,
financial considerations are absent from planning.42
For these reasons, any hope that the técnicos might be
able to carry out their plan is very remote indeed.

In sum, it is interesting to note that in spite of
ambitious plans for the 1970’s, Bolivian government
politicians in general have been concerned in the past
about the lack of high level manpower capable of
conducting the country's public affairs. Because of the
country's high rate of illiteracy (almost 69% in 1950,
the date of the last population u:eﬂsus},"13 and because
of continued problems in educational development, the
common stereotype places Bolivia among the countries
in Latin America which suffer from disadvantages
which the more developed countries such as Costa Rica
do not face.

VI: Costa Rica

Costa Rica has long been described as a land of
literate, middle-class, rural folk who have solved many
problems in their. society by employing more school
teachers than soldiers. In this view, Costa Rica does not
suffer from the ills of its Latin American neighbors
because it has (a) equitably-sized landholdings (in

4ybid, 1., p. 128.
42/pid., 1., pp. 503-541,
43ycLa Statistical Abstract of Latin America, 1962, p. 25.
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contrast to latifundia) and (b).deeply rooted
democratic traditions which make a “model political
system [with] . ... governmental agencies that operate
independently of presidential control.”44  Unfor-
tunately, this stereotyped description does not appear
to be as accurate as previously supposed; and it is being
reevaluated by the country’s current chief executive,
José Figueres, who himself was greatly responsible for
setting up the so-called “‘model."” )

When José Figueres led a movement in 1948 to
overthrow a Communist-oriented government, he set
out to establish a system in which the chief executive
would have little power. In his view, the centralized
government would provide for peace, stability, and
honesty in which the private sector would prosper. His
solution to this problem was to expand state ownership
and control beyond the traditional areas of insurance
and railways to include banking, electric power, public
housing, communications, and agricultural enterprises.
Of the nearly 130 decentralized agencies in Costa
Rica,45 only 9 agencies are listed as having been
founded prior to the Figueres revolution.46

Even as Figueres took much economic activity
out of the political arena, he encouraged the develop-
ment of private entrepreneurship and the growth of a
free market economy, two elements of Costa Rican life
which had led to his own business success. In short, he
soulght to create a mixed-capitalistic system (or, as he
would have termed it in his earlier days, a ‘‘mixed-
socialistic system’) in which the central government
would not play a dominant role.

By creating a series of autonomous agencies, his
system would permit long-term planning and political
considerations would be reduced to a minimum by
appointing directing boards with staggered terms over-
lapping with alternate presidential periods. In this

‘manner, no political party could control any agency,

unless it could win successive terms in the presidency;
and to date this has not happened since the Figueres
revolution. In contrast to the Mexican PRI and the
Bolivian MNR, the Costa Rican PLN has never been
able to gain one-party domination.

The importance of decentralized sector expendi-
tures as compared to total centralized outlay is given in
Table 12. Although these data include (a) problems of
definition and (b) possible double-counting of inter-
sectoral transfers, they do give some indication of the
relative power of the autonomous agencies since 1950.

44Jaseph A, Ellis, Latin America: Its Peoples and Institutions (New York: Bruce, 1971), pp. 204—205.

45¢osta Rica, Direccion General de Estadistica y Censos, Anuario Estadistico, 1968, pp. 306—307.

465ee the incomplete Manual de Organizacion de la Administracion Publica de Costa Rica published in 1962 by the Costa Rican
Ministerio de Economia y Hacienda. Cf. Universidad de Costa Rica, £/ Desarrollo Econémico de Costa Rica; Vol. 4, Sector Publico

de la Economia Costarricense, 1962, pp. 27—-28.
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TABLE 12

Comparison of Costa Rican Centralized and Decentralized Actual Expenditure, 1950-1968

Centralized Decentralized

3Actual Outlay aActual Outlay boer Cent Devoted to

Year {In Million Colones) {In Million Colones) " Economic Functions
¢1950 136.1 _ C96.5 €782
1951 144.2 96.0 76.1
1952 190.4 112.4 75.8
1953 222 155.3 779
1954 244.0 © 156.4 3 74.3
1955 303.8 201.8 72.8
1956 297.4 266.2 77.8
1957 325.9 266.5 73.0
1958 341.5 298.6 74.8
d1959 350.2 d252.6 d41.1
1960 376.1 255.8 45.1
1961 408.2 294.2 46.0
1962 ' 437.7 371.3 46.4
1963 477.7 414.9 47.1
1964 5312 . 4495 50.4
1965 569.5 586.7 51.8
1966 675.7 582.3 43.1
1967 747.6 633.5 443
1968 785.7 749.0 40.4

e

aln current prices; may double-count intersectoral transfers, thus accounting for some of discrepancy discussed in notes “¢” and “d"”
below.

bFunctions of the National insurance Institute are here divided equally between economic, social, and administrative outlay.

CThe 1950-1958 decentralized series may be incomplete, depending upon treatment of semi-autonomous public agencies. See also
note "3’ above.

d The 1959-1968 decentralized series appears to be more complete than the 1950-1958 series (see also note “a" above), except cf.
Costa Rica, Direccion General de Estadistica y Censos, Anuario Estadistico, 1968, pp. 306-307, for example, which gives a higher
amount for 1968 depending upon how decentralized sector is defined. For a very different definition of this sector, see the
classification system developed by the Central Bank of Costa Rica.

Sources: Centralized figures are from the account books of the Costa Rican Comptroller General's Office; series is consistent for the
entire period, 1950-1968.

Decentralized data for the period 1950-1958 are from Universidad de Costa Rica, E/ Desarrollo Econémico de Costa Rica,Vol. 4,
Sector Publico de la Economia Costarricence, 1962, pp. 96-97. Data for 1959-1968 were provided by the Department of
Budgetary Control of the Comptroller General's Office.

political analysis as the former for economic interpreta-
tion. Without an adequate organizational framework
{including, for example, budgeting for qualified admin-
istration, project guidance, and auditing), the success
of capital investment outlays remains very much in

Clearly they suggest that if state planning is to be
carried out, consistent series must be developed which
take into account the problems of definition and
transfer.

With regard to the decentralized sector, the

percentage share of year-to-year outlay dedicated to
economic activities shows amounts less than 50% after
1959. These figures include capital and current outlay,
the latter being as important for the purposes of

doubt.47 As suggested in Table 3, then, the decentral-
ized economic impact on Costa Rica in recent years has
not been as great as the PLN itself originally might
have hoped.

4709::3 Rican problems in supervising the expenditure of decentralized agencies are discussed in Part VIII below.



In addition to developing decentralized govern-
ment, Figueres attempted to restrict the chief
executive even further (and specifically to prevent the
corruption in government which the civil war sought to
overthrow in 1948). Thus, Figueres capped what was
essentially a revolution in public administration by
creating a comptroller general’s office to control
central government expenditure. In short, he would
strictly limit the budgetary power of the presidency. In
fact, however, the comptroller general (named by the
legislative assembly for an eight-year ierm) 8 has come
to rival the president’s budgetary power, because
without his consent, funds cannot be transferred from
one account to another; and he has the power to
exercise some budgetary controls (including audits)
over the decentralized sector.49 In contrast to Mexico,
where presidential discretionary power over central
government funds is absolute, the Costa Rican presi-
dency is limited much as the Bolivian chief executive
who has to contend with earmarked taxes, except that
the Costa Rican president also is limited by the
comptroller general as well as by the decentralized
sector.

Given the above limitations on the Costa Rican
presidericy, one can appreciate the decreasing
economic leverage of the executive office as shown in
Table 13. Prior to the Figueres revolution of 1948,
presidents spent over one-third of the central govern-
ment budget on economic matters. President Rafael
Angel Calderon Guardia, “the protector of the
masses,"” actually devoted about 47% of the budget to
economic development mainly by reducing administra-
tive expenses to an all-time low. It was during the
“gight-year period” of Calderén Guardia and his
protegé Teodoro Picado that “‘corruption’ reached
unprecedented levels in Costa Rican history, allegedly
through favoritism in the letting of contracts for
economic deuelopment.5°

In 1948 the cost of the civil war meant a shift in
expenditures. Economic outlay declined as the share of
administrative expenses increased to cover the cost of
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the civil war. Since the Figueres group personally had
financed the overthrow of the Picado government at
considerable cost, difficulty, and risk, it was
reimbursed for expenses by the new government.s'

The last year of notably high central government
economic expenditures was 1949. Most of the 49%
economic share in expenditure involved the national-
ization of the banking system and the refunding of the
national debt. Once these one-shot measures were
undertaken, and the process of creating decentralized
agencies was undertaken in eamest,52 the central
government’s share in economic functions began to
decline steadily.

Under presidents of the 195Q's, the share in
economic outlay finally fell below 20%, a figure which
declined to about 17% by the late 1960's. In short, we
may see in Costa Rica the evolution of what may be
called the ‘’socio-administrative state,” a system in
which the central government tends to concentrate on
social and administrative matters. Although theoreti-
cally a decentralized sector will manage economic
affairs, as in Costa Rica, the decentralized sector itself
may tend to function in ways which are only partially
economic. Thus, a situation can arise in which state
power is segmented, with no direction or order in
economic affairs, )

By the late 1960's Figueres and his PLN were
becoming aware of the above problems. Furthermore,
Figueres began to feel that the revolution of 1948
mainly had benefited the middle sector of Costa Rican
society, in spite of all the PLN's talk over the years of

-helping the country’s masses. Figueres felt that

problems of population growth, urbanization, and a
decline in prices for the country’s coffee and banana
exports meant new challenges to government. Not only
did these problems (which had not been entirely
foreseen in 1948) overshadow the old issues of
“corruption”’ and “Communism’’ over which the civil
war had been fought, but academic investigations of
Costa Rican life suggested that old stereotypes were
never true. Thus, the meaning of Costa Rica's high

43Thaug-| the PLN has controlled the legisiative assembly since 1953 (see Henry Wells, ""The 1970 Election in Costa Rica,” World
Affairs 133:1 [1970] pp. 13—28, especially p. 15), an eight-year appointment for the Comptroller General makes him independent
for all practical purposes; he cannot be removed from office except by a two-thirds vote of all legislative members (see Costa Rica,
Asamblea Legislativa, Ley Orgdnica de la Contraloria General de la Republica, 1968, pp. 1012,

49 pid., passim.

50in Oral History Interviews with Wilkie, Michaels, and Wilkie, José Figueres (Buffalo, March 23, 1968) has stressed the issues of
corruption as well as Communism as reasons for generating the Revolution of 1948.
For a justification and an accounting, see Movimiento Liberacion Nacional, Los Pagos de la Guerra de Liberacién Nacional {[San
José): Editorial Liberacion Nacional, 1953). The Figueres group apparently intended to use some of this repayment to overthrow
other dictators in the Caribbean, but was frustrated by internal problems of organizing a new government while defending the

country against incursions from Nicaragua.

5 Among the older decentralized agencies, the State Liquor Factory was phased out of central government subventions by 1947 and

the railroads ten years later.

Figueres’ 10% levy on capital holdings in 1948 permitted nationalization of the banks, not only increasing economic outiay but
also the absolute amount of funds spent that year; in 1949 the central government spent 208.6 million colones, compared to

114.9 million in 1948 and 136.1 million in 1950,
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TABLE 13

Average Actual Per Cent of Costa Rican Central Government Budgetary Expenditure
By Type of Emphasis and Presidential Term

brotal = 100.0 Per Cent

No. Years
3Term President in Average Economic Social Administrative
1929-1932 Gonzilez Viguez 4 333 18.0 48.7
1933-1936 Jiménez Oreamuno 4 33.8 18.9 47.3
1937-1940 Cortés 4 37.7 225 39.8
1941-1944 Calderon Guardia 4 46.6 204 33.0
1945-1947 Picado 3 35.6 245 39.9
€1948 Picado/Le6n Herrera/Figueres 1 23.4 23.8 52.8
1949 Figueres 1 49.3 16.4 34.3
1950-1953 Ulate 4 28.6 25.3 46.1
1954-1958 Figueres 5 23.4 30.2 46.4
1959-1962 Echandi B 17.9 36.0 46.1
1963-1966 Orlich 4 18.5 35.2 46.3
d1967-1968  Trejos 2 16.7 375 458

8Terms of budgetary control do not coincide exactly with periods in the presidency (for example, with regard to the five-year
period, Figueres served from November 8, 1953 to May 8 1958).

bFor definition of functional emphasis see Table 3, note “a”; total includes extraordinary outlay such as Inter-American Highway
funds (1942-1946) and expenditure outside the budget (as in 1956 and 1962).

CDisaggregation of the subvencion and afectaciones especiales categories (for which no actual breakdown is available for 1948) is
based upon percentage distribution of projected outlay. Data for year include extraordinary expenses of the civil war.

dThe 1967-1968 Costa Rican governmental functional classification, for example, differs from official data reorganized here for
comparability with Mexican and Bolivian figures. Thus the Costa Rican Comptroller General's Office calculates shares for economic,
social, and administrative outlay as 18.1 per cent, 44.4 per cent, and 37.5 per cent, respectively. Much of the difference is
accounted for by the government classification of its retirement fund (5.3 per cent) as a social expenditure, which in analysis here is
included as an administrative outlay. (See Costa Rica, Contraloria General de la Nacion, Liguidacion del Presupuesto del Gobierno
Central, 1967, p. 13A; and 71968; Table 6.

Source: Adapted from account books of the Costa Rican Comptroller General's Office.

literacy rate was called into question;23 and a student presidency which possessed little direct effectiveness,

of land problems surprisingly suggested that Costa Rica
needs /and reform in order to overcome problems of
latifundia.54 The left wing of the PLN, led by Father
Benjamin Nufiez, set forth a document suggesting ways
to remedy the ills of Costa Rica’s problems, especially
including rising uns.'rr:ph::\(ment.55

Although Figueres did not accept all of these
criticisms, he campaigned for the presidency in 1969 in
terms of the new problems (as well as recalling the
glories of 1948). Fully aware that he had created a

he confronted the issue of reorganizing his own system
so that he would have the power to face new problems.
In sum, the governmental structure created after 1948
was one which was intended to decentralize the state;
by 1970 the PLN felt the need to recentralize
governmental affairs.

Yet while Costa Ricans discussed aspects of a
new negative image of their country, and as old
stereotypes fell by the wayside in critical reexamina-
tion of the national situation, the growth of GDP and

S3Rafael Cortés, Panorama de la Educacién después de Noventa y Cinco Afos de Educacién Gratuita y Obligatoria (San José:
Universidad de Costa Rica, 1967), quoted by Fathef Benjamin Nafez in his Oral History Interviews with Wilkie, Michaels, and

Wnlkle Columbus, April 21, 1968.

545ee José Manuel Salazar, Tierras y Colonizacién en Costa Rica (San José: Universidad de Costa Rica, 1962). This work, written as
a thesis, was an important factor leading to the establishment of Costa Rica’s Instituto de Tierras y Colonizacién in 1962.
55p,1i0 de Agua: Manifiesto Democratico para una Revolucién Social ([San José]: Impresos Urgentes, [1968] ).
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industrial output yielded a counter-image. Table 14
shows that although growth of GDP was highly erratic,
the average for the period from 1958 to 1968 was
6.1%. As in Mexico and Bolivia, the average for

industrial output was equal to growth in the manu-

facturing sector, but the 9.1% average was higher than
either of the other two countries.

One could well ask whether or not either of the
above images of Costa Rica is accurate. First, with
regard to national problems, Costa Ricans have

TABLE 14

Percentage Real Growth of Costa Rica's
Gross Domestic Product and its
Industrial Output, 1958-1968
(Based on 1936 Colones; In Per Cent).

Industry

l:'!'llliml.xfalt:tm'ing,

Year GDP 3Total Mining, and Quarrying
1958 28 9.6 7.4
1959 5.5 8.6 4.2
1960 8.0 7.7 13.0
1961 2.7 2.0 -2.3
1962 9.6 13.9 14.4
1963 5.8 12.2 13.7
1964 23 1.9 7.3
1965 10.6 10.9 7.7
1966 7.0 10.4 111
1967 5.1 9.6 12.3
1968 7.8 13.7 3 ) )

Zincludes manufacturing, mining, quarrying, construction, and
electricity. Mining and quarrying have been very minor to
date.

BUnfortunately for comparability with other countries,
manufacturing is lumped together with mining and quarrying;
this amount is included in the total for industry.

Source: Calculations for growth of GDP are made from data in

Costa Rica, Banco Central, Memoria Anual-1967, |., p. 169;

and Estadisticas Econdémicas, 1963 a 1968, p. 12. Standard
colones are calculated with San José wholesale price index
provided by the Banco Central de Costa Rica: with regard to
the price index see the Bank's Ajuste del Indice de Precios al
por Mayor, 1966.
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followed with great interest the collapse of the
Uruguayan model for de\|relopmm'|t.56 Whereas once
that country was characterized as the “portrait of a
democracy” and as “the Switzerland of Latin
America,” today it is beset not so much by rural-urban
problems (as an emminent political scientist predicted
little over fifteen vyears ago)57 but by a system of
decentralization which investigators neither know
much about nor which politicians can control. Thus
even the political recentralization of the Uruguayan
central government (which was accomplished in 1966
by the abolishment of a nine-man presidency in favor
of a one-man presidency) can resolve few probiems,
because most of the state’s economic activity and high
levels of consumption remain beyond central govern-
ment control.

Because of Uruguay’s problems, some Costa
Ricans have suggested that their country might find
itself in the same situation due to similarities in
smallness of size, limited production possibilities,
heavy social expenditure and decentralization of
government. Thus Father Benjamin Nuifez, leader of
the PLN left wing, has stated:

| recommend that a small and underdeveloped
country like Costa Rica should choose the road
of poverty to become some day a rich country.
We cannot pretend to have the standard of living
of capitalistically developed nations. The
standards of our living conditions must be
defined not according to the American way of
life, but instead, according to our own way of
life, dictated by our environment, our national
resources, our own technical development and
our- own historical evolution. The problem is that
the capitalist world, the developed world, has
sold to the under-developed countries like Costa
Rica the idea that in order to be well-developed,
they must have, from the start, the standards of
living that the U.S. has reached after a long
process of capitalization.

Although NuOfez's opinion might seem extreme, it
reflects an important view that Costa Rican life needs
reorientation, regardless of apparent economic growth.

Second, with regard to the image of increasing
economic development, perhaps the growth of GDP in
Costa Rica (and/or Bolivia and Mexico) is part of a
political imperative. If the economy does not show

S6etween the mid-1950s and mid-1960's, Uruguay’s average yearly growth of GNP in constant prices was only .1%, with the period
1961—1966 showing an average yearly decrease of .1%. See U.S., Agency for International Development, A./.D. Economic Data

Book: Latin America, 1967, p. 9.

Russell H. Fitzgibbon, Uruguay: Portrait of a Democracy: An Informal Survey of the Switzerland of Latin America (London:

Allen and Unwin, 1956).

53Father Benjamin Nafez, in Wilkie, Michaels, and Wilkie, Oral History Interviews, Columbus, April 22, 1968.
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growth, the party in power cannot long continue to
justify its holding of power. In this latter sense, those
decentralized agencies changed with calculating GDP
share common ground with political leaders. Since
economic change is usually measured by central bank
officials or planning agency officers, they themselves
are at least partially responsible for the successes or
failure of highly visible policy. All too often, then,
there is no independent evaluation of economic
progress; and in this one case, at least, some officials of
the centralized and decentralized sectors may find that
their interests coincide in emphasizing positive rather
than negative factors in analysis.

These and other matters. are subsumed under
some basic dilemmas which arise from the relations
between two governmental sectors. One sector is
responsible directly to the people through the elective
process; the other sector is independent from either the
people or their elected representatives. It is to these
problems that we now must turn after examining
centralized and decentralized relations in three
countries of Latin America.

VIi: Problems of Government

As seen in the above analysis in three Latin
American countries, the budgetary dilemma in
economic development is complex. Not only is
economic development dependent upon the role of
técnicos capable of making crucial decisions concerning
the allocation and management of funds, but the
técnicos in decentralized agencies may be in a position
to challenge subtly the authority of the central
government in many ways.

First, if the central government turns over its
economic powers to decentralized agencies, its own
técnicos remain in a position which is relatively
powerless. |f economic expenditure plays a more
dynamic role in national development than social and
administrative outlay, the president has little leverage
to change the direction of his country’s affairs. Though
we have seen that social expenditure is vital to national
development, its results cannot be implemented with
rapidity.

Second, although it may seem efficient to create
new agencies which fall outside the realm of traditional
bureaucratic sloth and inefficiency, the best personnel
may well abandon central government structures in
order to gain the freedom, recognition, and perquisites
granted to employees of the decentralized agencies.
Needless to say, the central government is thus
weakened by a decline in the quality of its manpower
as well as in its budgetary powers.

Third, if two .systems of government exist and
only the centralized portion is directly responsible to
the elective process, one might well ask who wants to
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serve at the pleasure of the public. Most of the
decisions made at the decentralized level are obscure
and remote to the man in the street, who does not
understand, for example, rediscount rates, credit
allocations, import substitution policies, or subsidies
and guarantees to mixed public and private corpora-
tions. The cases which do tend to be understood by the
general public involve instances such as increase in bus
fares or the clashes of student group with student
group (and subsequently with the police). In those
cases the careers of the centralized government officials
are jeopardized. Thus, it would be logical for many
political leaders as well as técnicos to prefer to enter
the relative safety of decentralized service which is not
necessarily responsible to public complaints, demands,
or whims.

Fourth, decentralized sectors have been set up to
encourage long-term development. By taking such
planning out of the hands of politicians, who may
change with relative frequency, técnicos may make
commitments for periods which extend throughout
several presidencies. Clearly, such action is necessary
for efficient expenditure of funds and to coordinate
the phased development of complicated projects.
Nevertheless, what happens to the wishes of the
electorate should they decide upon a change in the
order of national priorities? Not only may the central
government lack the discretionary funds to redirect
national life but also it may have to support decentral-
ized agencies which are not financially self-supporting.
While this latter aspect may give some leverage to the
central government, decentralized projects are often
governed by rules and regulations set down by the very
international agencies which the central government
does not want to alienate because of its own scarce
resources and/or pending new agreements. In addition, if
the técnicos of a national decentralized agency find
themselves frustrated or blocked in their plans, they
often find it convenient to use their international con-
nections to move into an international development
agency, further depleting the stock of manpower neces-
sary to administer the affairs of the developingcountry.

Fifth, if central governments are to assert their
authority over the entire public sector, they must
revamp the central government bureaucracy so that it
is as qualified as its competitor. Even if the central
government were able to overcome the 'law of
bureaucracy’ which requires the creation of new
agencies because it may be impossible or too expensive
to reform administratively the existing organization
(although some agencies may have outlived their
usefulness), decentralized officials may rebel at losing
their independent standard of operation. In any case,
expanded social outiay for education of qualified
central government manpower would cut into the
public expenditure pie. g



Sixth, because decentralized, agencies take their
tasks seriously, they may find that they must develop
their own standards and procedures which are not
compatible with those of a national bureaucracy. This
means that in many cases these agencies cannot be
directly compared or even that audit of expenditure
cannot be undertaken on a comparative basis.

Seventh, with the development of consolidated
accounts, one might suppose that central governments
can rationally plan development. Yet the exact
opposite may be true: consolidated figures may merely
show how funds are being expended, only giving the
impression that the result was preprogrammed. In this
manner, presentation of data on diffuse and uncoordi-
nated plans may appear to give spurious coherence to
government operations.

Eighth, if the development of consolidated analy-
sis precedes actual fusion of the decentralized agencies
into the central government proper, one might expect
to gain some partial insights into the effects of
consolidation. This would be true especially in the
three countries under analysis here because each has
attempted to regain control over the decentralized
sector (as will be discussed further below). Thus, on
the one hand, whereas one might suppose that the
consolidated budget allows planning ministries to
coordinate policy and reduce expenditures in one
sector as they raise outlays in the other, such might not
be the case, as in Bolivia. On the other hand, however,
there are indications that the Mexican case has
succeeded where Bolivia has failed. In the meantime,
Costa Rica has offered a confused middle ground.

Elsewhere | have described Bolivia’s status as that
of a “frozen revolution;""59 that is, central government
activity long has emphasized socio-administrative out-
lay. In short, the central government has not been able
to gain much control over the economically-oriented
decentralized sector; and it remains to be seen whether
or not the técnicos’ plans for administrative reforms
and a 1970 budgetary shift to give the central
government more economic importance can be accom-
plished in the midst of political chaos.

The Mexican case is somewhat different. As |
suggested in another studv,so central government
deemphasis of economic outlay after about 1960 may
have been made possible by the growth of decentral-
ized economic activity. In this manner, the Mexican
central government could take a more direct social
action in its own budgetary activity. |f the growth of
decentralized outlay in absolute terms for the period

S9Wilkie, The Bolivian Revolution and U.S. Aid Since 1952.
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from 1965 to 1969 is any indication of expansion
under President Lopez Mateos (1959-1964) when no
total data are available, one could surmise that such
growth would relieve the central government of need
to continue high levels of economic expenditure. As a
matter of fact, about 90% of the capital investment
projected by the decentralized sector for the period
from 1959 to 1963 was scheduled for economic
c.:iu.a\.ualoprmant.‘51

In the Costa Rican case, it would appear that not
only has the central government continued to
deemphasize economic expenditure (Table 13), but
also that the decentralized government has failed to
take up the slack, mainly because the latter sector has
become as heavily involved (if not more involved) with
social and administrative affairs as with economic
activities (Table 12). Though the series prior to and
after 1959 are contradictory because of definition of
the decentralized agencies, one could say that Costa
Rica appears to be reacting to unplanned developments
rather than attempting to guide the course of events.

Ninth, though politicians often are presumed to
pervade the inefficient centralized sphere of govern-
ment and are posed against técnicos mainly located in
the efficient decentralized agencies, actually, the latter
entities are often managed by political appointees who,
even with the help of técnicos, may not be able to
determine the full range and impact of their agencies.
The full-fledged técnico may not be interested in
preserving the autonomy of the decentralized sector
but in integrating centralized and decentralized govern-
ment so that his talents of rationally organizing the
whole state may be best brought to bear, as projected
in the Bolivian case discussed above. In any event, the
técnico’s influence may not stem from actually holding
power, but in simply being the man who presents
alternative courses of action to those who make
decisions.62

VIlI: Budgetary Controls

As suggested throughout this study, Bolivia,
Costa Rica, and Mexico increasingly have sought to
bring the decentralized sector under presidential con-
trol. That the Bolivians had achieved little success by
1970 is attested in the following quote:

Until 1965 the budget included only authoriza-
tions for central government outlay. The
decentralized sector approved its own

milkie, The Mexican Revolution: Federal Expenditure and Social Change Since 1910, p. 273.
61México, Direccion de Inversiones Piblicas, México: Inversion Publica Federal, 1925—1963, pp. 111-118.
Es“’Tl-nis view of the técnico’s power to influence decisions through the choice of technical alternatives is stressed by Vernon, The

Dilemma of Mexico’s Development, p. 137.
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budgets.... Since that date, a consolidated
budget has been worked out with all the budgets
of the decentralized sector being approved by the
central government.

Nevertheless, above all, the result has been
only formal, because the Ministry of Finance has
resources of information and mechanisms to
audit only central government programs. [With
regard to the decentalized sector] , in practice the
budget does not even constitute a limit on
expenditures; and also it is not even known
whether or not programs have been carried out as
planned . . . .83 '

Presumably the Bolivian solution to this problem
is akin to that of Costa Rica. According to a Costa
Rican reform of May 30, 1968, the Constitution of
1949 was revised to permit autonomous agencies to
enjoy only the right of administrative independence,
with loss of the privilege of making its own policy.64
The presidency itself has set up the mechanism for
making policy and controlling public investments.55 In
the meantime, however, the Comptroller General’s
Office reported in 1967 that ‘‘the inevitable limitation
of personnel prevents a complete and permanent
control of public administration; therefore it is possible
only to make selective and periodic checks [of certain
institutions. ] 66

Attempts to integrate planning of the entire
public sector in Mexico have a longer history, much of
which has been described ably by others.67 Suffice it
to say here that the first Mexican plan for national
investment was created by the Nacional Financiera for
the period from 1953 to 1960, but that not until 1958
was the Ministry of the Presidency charged with full
powers of planning.ea Although since 1965 the
Mexican Comptroller General’s Office has integrated
the income and outflow of decentralized funds into
public expenditure accounts, that office does not have
the funds or personnel necessary to audit the decentral-
ized agencies, hence except in all but a few cases it
must accept each agency’s own report at face value.
Also, as in Bolivia and Costa Rica, before full policy

control will be possible, the agencies themselves will
have to adapt standardized accounting procedures.

A constant flow of regulations from the Mexican
presidency has attempted to close gaps in the
centralized government’s control over the decentralized
sector, one of the most recent being a proposal by
President Luis Echeverria Alvarez. Within seventeen
days of taking office, he sent to the Chamber of
Deputies a projected Law for the Central Government
Control of the Decentralized Sector. This law was
designed to oversee personnel and financing of the
agehcies, as well as to establish a permanent registry of
investments and profits, especially in mixed public and
private corporations in which the state has minority
share in control of operations.sg Further, with regard
to decentralized entities in which the state has majority
share in direction, the 1971 federal budget specifically
prohibits those agencies from applying for, obtaining,
or accepting any credits or liabijlities for whatever
purpose or from whatever source without first obtain-
ing permission from the Ministry of Finance.”0

IX: Recentralization

That the process of recentralization of govern-
ment in Mexico, Bolivia, and Costa Rica has gotten
underway has historical importance. In a sense,
nineteenth-century economic development in Latin
America was an aberration after the extremely cen-
tralized control exercised by Spain and Portugal over
their colonies in the New World. Though this control
often was more theoretical than real, Latin American
countries did have to find ways within “the system” in
order to evade unworkable policy. During the
nineteenth century, theoretically the state abdicated its
inherited right to control economic life, even though
many traditional limits on the free movements of
goods continued, especially as related to geographical
battles over centralism versus federalism.

With the onset of the twentieth century, the
power of central governments generally came to be
constitutionally established in order to provide a focus

63[ Ortiz Mercado], Estrategia Socio-Econdmica del Desarrollo Nacional, 1971—1991, |., p. 47. Departments and municipalities have
their own budgets and also are excluded from audit by the central government.
64ct. Article 188 in Costa Rica, Asamblea Legisiativa, Constitucion de la Republica de Costa Rica (7 de Noviembre de 1949), 1967

edition, revised in 1968 edition.

GSSee, for example, Costa Rica, Oficina de Planificacion, Informe sobre el Control del Programa de Inversiones Pabiicas, 1965.
66Ct:bsta Rica, Contraloria General de la Republica, Memoria Anual, 1968, 1-B.

67See note 24 above.

See two publications by the Comision de Administracién Plblica of Mexico's Secretaria de la Presidencia: Prontuario de
Disposiciones Juridicas para las Secretarias y Departamentos de Estado, 1970; and Manual de Organizacién del Gobierno Federal,

1969—1970.
697/empo (Mexico City), December 28, 1970, p. 5..

708} Mercado de Valores (Mexico City), January 4, 1971. The approved new law is given in ibid., January 11, 1971.



for national integration. Though even today regional
caudillos continue to exist in Bolivia’! — and strong
men continue to dominate Mexican states —, the
geographical-constitutional issue of central versus
regional control pales beside the new administrative
issue of who will control national funds.

Given state taxation powers and the fact that the
state is the greatest source of employment, especially
in countries which have limited economic activity, the
power to spend funds and offer jobs becomes crucial in
political battles, often to the exclusion of any ideology
whatsoever. In this light, it is understandable why
Mexico, Bolivia, and Costa Rica would attempt to limit
presidential authority (including abuse involving
nepotism and cronyism) by decentralization of
decisions.”2

Since economic growth as shown in the develop-
ment of GDP for Mexico (Table 8), Bolivia (Table 11),
and Costa Rica (Table 14) continued in spite of
decentralization of the political economy, the theoreti-
cal implications have interesting ramifications. One can
argue (A) that efficiently coordinated and controlled
government would have permitted (and will permit in
the future) growth to proceed at ‘even greater rates
than in the past. Conversely, one could assert that
(B) growth has been possible precisely because decen-
tralization prevented the central government from
organizing a monolithic state which would have com-
pletely disrupted the free market. These arguments
reqguire some extended explication.

Argument A. In the first instance, argu-
ments for recentralization have led central governments
to wonder about the extent of their role (direct and/or
indirect) in national affairs, traditionally measured in
terms of governmental activity as a percentage of
GDP.73 Table 15 partially answers this question by
presenting the limited data available for the three
countries under consideration. Apparently the role of
the Mexican central government since 1950 has ranged
as high as from about 10% to 15%. Though these
percentages may not appear to be very high, in reality,
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it may be noted that no other single element of society
has such influence. Thus the central government sets a
tone within which national development takes place
and within which the private sector must operate.
Furthermore, these percentages finance operations in
which the central government’s power is multiplied by
its licensing of business, controlling imports, and
subsidizing of development, for example, as well as
taxing the private sector selectively in order to encour-
age the growth of certain industries, depending upon
geographic considerations.’4

The importance of the Mexican decentralized
sector can be shown only for the period since 1965.
Since it has ranged from between about 11% to 13% of
GDP, we may suppose that such figures date from at
least the early 1960°s, with growing importance to
those levels during the 1950's.75 Given the importance
of the decentralized sector, it is no wonder that both
politicians and técnicos have displayed extraordinary
interest in expanding their authority directly over this
sector in order to enhance central government
influence.

The Bolivian case presents an interesting irony.
While MNR officials unanimously condemned the
tremendous inflation which ‘threatened to topple their
government, Table 15 shows that inflation finally gave
the central government some importance as a per-
centage of GDP figures. With the onset of drastic
stabilization policies in 1957, the central government
percentage of GDP dramatically increased to 9%, a
figure which on the average held up through 1968.
Prior to 1957 the MNR percentage never went over 4%;
and in 1955 it dropped below 2%.

As Table 156 shows, the importance of the
Bolivian decentralized sector is manifest, although
apparently it has steadily declined from over 25% to
about 20% in relation to GDP. If the técnico’s have
their way, however, they would expand state power to
closely control that sector. Because apparently the
percentage of Bolivia's total public sector expenditure
has never exceeded about 35% of GDP, planned
expansion of the public sectors importance to over

7 James M. Malloy, Bolivia: The Uncompleted Revolution (Pittsburgh: University of Pimburgh'Press, 19701, p. 291. However,
Carlos Serrate, an MNR leader, has maintained in Oral History Interviews with James W. Wilkie and Edna Monzon de Wilkie, Los
Angeles, 1971, that Malloy's views in this case are greatly exaggerated.

72Unfurtunat¢lv, however, nepotism and cronyism appear to have been nourished by decentralization — there have been not only

more jobs to bequeath but fewer checks on activities.

For a view indicating that the economic measure of GDP should be supplemented by the development of measures for social
modernization, see the Poverty Index offered in Wilkie, The Mexican Revolution: Federal Expenditure and Social Change Since

1910, Part |1,

741§ recentralization is effectively consummated, the central government will become even more important as it mobilizes the
fragmented resources of the decentralized sector to enhance its position as the single most visible and influential organized element
of society. For further analysis in this regard, see discussion of Table 15 and Part X.

?sﬁobeno Anguiano Equihua, Las Finanzas del Sector Publico en México (México, D.F.: Universidad Nacional Autdnoma de
México, 1968) sheds no light on the growth of decentralized expenditure. To resolve the question, historical investigation would

have to be made in the accounts of each agency.
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TABLE 15

Public Expenditure as a Per Cent of Gross Domestic Product, 1950-1968
(In Current Prices)

Mexico

Year Centralized Decentralized Total Centralized Decentralized Total Centralized Decentralized Total

1950 7.9 a a 4.3
1951 8.6 a a 5.0
1952 10.8 a a 3.7
1953 8.8 a a 2.4
1954 10.7 a a 2.3
1955 10.1 a a 1.7
1956 10.3 a a 2.8
1957 9.9 a a 9.0
1958 10.7 a a 10.0
1959 10.5 a E} 9.2
1960 134 a a 7.9
1961 12.5 E 3 8.5
1962 11.5 a a 8.5
1963  10.4 a a 8.8
1964 12.2 a a 8.9
1965 14.6 10.8 254 10.6
1966 11.6 12.7 24.3 10.2
1967 13.3 12.6 25.9 10.2
1968 12.1 12.5 246 10.0

Bolivia " Costa Rica
a a 102 by3 by7.5
a a 9.9 6.6 16.5
a a 11.8 6.9 18.8
a a 124 8.7 213
a a 12.6 8.0 20.6
a a 14.5 9.6 241
a a 13.9 12.4 26.3
a a 13.7 11.2 249
a a 13.9 12.1 26.0
a a 136 bog b23.4
a a 13.6 9.3 229
a a 14.0 10.1 241
a a 14.9 11.9 26.8
25.5 34.3 13.8 12.0 25.8
26.0 34.9 14.8 12.5 27.3
24.2 348 144 14.9 29.3
21.8 32.0 16.0 13.7 29.7
214 316 16.3 13.8 30.1

20.1 30.1 15.8 15.1 30.9

Figures here are not exactly comparable to data in Table 2 because of differences in definitions and sources.

3No data available.

bFnr problems of discontinuity in series, see Table 12 notes.

Sources: For Mexico, 2 new presentation of GDP figures in market prices since 1950 is given in Leopoldo Solls, La Realidad
Econbmica Mexicana: Retrovisibn y Perspectivas (México, D.F.: Siglo XXI, 1970), p. 270; data for 1960-1969 are from E/
Mercado de Valores, November 30, 1970, p. 700. Thus, percentages can be calculated without the problem of accounting for
unexplained GDP deflation methods; decentralized and centralized expenditures used in calculations are from sources given in

Table 4 above.

For Bolivia, a new presentation of GDP figures in market prices since 1950 is given in the Bolivian source for Table 11 above.
Percentages can be for the first time also calculated without the problem of variation in deflators between GDP and
expenditure; expenditures used in calculations are from sources in Table 9 above and USAID/Bolivia, Estad/sticas Econbmicas

11 (1970) p. 39.

For Costa Rica, data on GDP are from sources in Table 14 above: and United Nations, Statistical Bulletin for Latin America 2:1
(1965) p. 36. Data on expenditures are from Tables 12 and 13 above.

50% of GNP (Table 2}75 may seem implausible.
Though this difference may only seem to be further
evidence that Bolivia's técnicos do not take into
account the reality of their country's affairs, if
projected administrative and budgetary reforms are
carried out in the 1970’ as planned, they may reveal a
greater extent of decentralized activity than hitherto
has been recognized. In any case, the técnicos are

proposing nothing short of an administrative revolution
which may well delimit the sphere of the private sector
as the importance of the public sector grows with
rapidity. Whether such a revolution can be undertaken
successfully remains to be seen.

Only Costa Rica has a long-term series for the
importance of the decentralized sector. Even with its
limitations (see Table I5, note “b”), one can infer that

7BWith regard to Table 2, it is estimated that Bolivia's GNP is 98% of GDP.



the decentralized sector gained near parity with central
government activity by 1956. Thus the "total but
fragmented public sector impact in Costa Rica reached
at least 25% during the period 1955—1964, after which
the amount increased to about 30% of GDP. Clearly, if
the PLN were to "'guide’ national development to
make a new revolution for the masses, it would have to
engage in active recentralization of affairs.

Though in Argument “A’’ one could hypothesize
that increased central government controls and integra-
tion of the entire public sector would spur new
de\.!eiopm.c,-r'e'(,-"7 it is possiple to develop another
theory concerning the growth of government influence.
This hypothesis is related to the expansion of credit,
specifically " as reflected in payments on the public
debt. _

Examination of Table 16 shows that in compara-
tive terms, Mexico has dedicated a much greater share
of its central government outlay to amortizing the
public debt {as well as paying interest) than either
Costa Rica or Bolivia.”8 In a sense, the fact that any
country can devote extremely high amounts of its
centrally controlled funds simply to provide a revolving
fund to finance governmental activity offers an index
(however imperfect) of national and international
confidence in such state policy.79 With regard to
Mexico, not since the era of Porfirio Diaz has such a
large percentage of central government funding been
allocated to payment of the public debt. In 1961
Lopez Mateos surpassed Diaz’s 32.3% share for
1900—1901, but by then Mexico’s debt was basically
domestically held.80 '

This hypothesis on the expansion of govern-
mental credit is not meant to suggest that Mexico has
entered into a neo-Porfirian era, but that the govern-
ment has been able to expand the scope of its activity
by expanding the amount of domestic funds it has
available. Thus, a high percentage of budgetary repay-
ment does not necessarily mean that the country has
lost control of its financial decisions. Although these
figures do not tell us a complete story because debts of
non-central government agencies are excluded,81
unless officially accepted as federal obligations by the
Mexican Congress, they do suggest that-the Mexican
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investor has gained a great deal of confidence in his
central government.

TABLE 16

Public Debt Payments as a Percentage of Actual
Central Government Expenditure, 1947-1969
(Includes Amortization and Interest)

In Per Cent
Year Mexico Bolivia Costa Rica
1947 15.6 3.6 12.8
1948 16.0 3.4 11.2
1949 14.2 .8 13.2
1950 16.0 - 4.7 273
1951 16.5 2.9 18.9
1952 13.8 1.6 14.3
1953 14.7 9 12.3
1954 13.3 9 11.7
1955 20.1 23 14.0
1956 16.0 1.5 = W <
1957 17.6 2.6 156.3
1958 15.6 A 13.9
1959 22.0 5.0 12:1
1960 273 4.0 1.1
1961 36.2 2.5 12.6
1962 27.2 4.6 124
1963 171 4.3 11.2
1964 24.4 5.0 15.1
1965 26.9 3.1 16.0
1966 21.5 6.1 17.7
1967 289 - 104 16.5
1968 21.7 11.0 16.5
1969 220.3 8.8 18.3

2Preliminary

Sources: Tables 4, 9, and 13 respectively; and Costa Rica,
Ministerio de Hacienda, Memoria Anual, 1969, pp. 122-123 in
part B.

¢y, Vernon,, The Dilemma of Mexico’s Development, Chapter 7; he contends that Mexico may have run out of traditional stimuli
(such as exports of raw materials and imports of tourists) which have helped the country over economic-growth hurdles in the

past.

78For broad aspects of and bibliography for financial intermediation not discussed here, see Dwight S. Brothers and Leopoldo Solrs,
Mexican Financial Development (Austin: University of Texas Press, 1966).

?QSee note 13 above.

hereas in 1911 only about 24% of Mexico's federal debts were domestically held (Jan Bazant, Historia de la Deuda Exterior de
México, 1823—1946 [México, D.F.: El Colegio de México, 1968], p. 169), about 98% was domestically held in 1961 (Wilkie, The
Mexican Revolution: Federal Expenditure and Social Change Since 1910, p. 301).
81 However, data in Joseph S. La Cascia, Capital Formulation and Economic Development in Mexico (New York: Praeger, 1969},
pp. 34-35, indicate that indebtedness of the country’s decentralized enterprises also was about 98% domestically held in 1961.
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Perhaps the goal of a developing country such as
Mexico is to build up such a large debt service that, like
the United States, it can remove amortization of the
debt from functional analysis in the budget. In this
manner, a huge debt will give the central government
leeway to initiate new programs, only considering
interest on the debt in functional analysis of expendi-
ture. If this be the case, Mexico is much further on the
road to such a policy than its neighbors. The cases for

Bolivia and Costa Rica are not as clearcut, mainly

because of a lack in data on capital investment.
Nevertheless, it is apparent that Bolivia's debt pay-
ments in Table 16 were very low until the late 1960's
and that Costa Rican percentages have not kept pace
with the Mexican figures. Costa Rica's high figure for
1950 involved payments which established the
creditability of the post-1948 governments.

Argument B. |f one could claim that
recentralization would permit greater growth than at
present (as discussed above), conversely one could
argue that growth has been possible because decentrali-
zation has done much to prevent the establishment of
an inefficient monolithic state. Because the decen-
tralized sector is removed from the political arena and
may be unresponsive to changing calls for new policy,
its very existence may prevent the development of
hasty action by those politicians who work with
técnicos in the central government to pose as leaders of
a new faith — in this case.faith in technical answers to
all problems.

It would be misleading to suggest that all
técnicos think alike (or that there is something akin to
a "union of técnicos”); and one should not think that
-all técnicos would even begin to concur with the ideas
for social and economic management of society
expressed by the Bolivian técnicos quoted above. Thus,
even though demagogic political leaders in a country
such as Bolivia may from time to time gain political
power with the idea of implementing a master plan,
they will find it very difficult to get far because they
do not really control the state. They will find
themselves checked not only by various levels of
técnicos (as well as by politicians in their own
government who would be difficult to deal with in any
case), but they will also find themselves blocked by the
multivariate decentralized agencies which hold the
country’s economic power.

If the decentralized agency argument has politi-
cal validity in an unstable country such as Bolivia, it
also has relevance in a one-party state such as Mexico.
Since Mexico’s Congress is virtually an arm of the
president and of the official party, meaningful battles
over the nature and direction of society rarely take
place in the legislative sphere. Because the decen-
tralized sector has its own bureaucracies with their own
special-interest constituencies throughout the country,
however, the decentralized system allows a good deal
of ideological interplay; and the fact that agencies
often work at cross-purposes provides an escape valve
for political pressures.

Although Costa Rican politics have neither been
chaotic (as in Bolivia) nor one party in nature (as in
Bolivia and Mexico), in one sense decentralization has
provided a neutral framework to resolve political
differences. Shielded from the glare of publicity, board

. members of opposing political parties have been able to

work out solutions to national problems without
fanfare or rancourous debate.82 To sum up this
argument, it may be said that decentralization prevents
the implementation of any monolithic policy, thus
helping to prevent the emergence of a totalitarian
government as well as permitting both the private and
public sectors to find a  way around unrealistic
poiicv.83

X: Some Conclusions

The issue of centralized versus decentralized
government has perplexed many Latin American
countries and has created a series of dilemmas, many of
which are only imperfectly understood. The dilemmas
involve the question of who will control the state's
funds and how the funds will be spent. Obviously the
assignment of expenditure priorities may be confused
by fragmented state power. If the central government
is to be socio-administrative in nature in contrast to an
economically-oriented decentralized sector, then
societies may lack that strong leadership which itself

- has been a problem because leaders often have abused

their power or attempted to make it monolithic.

As discussed in this study, three different cases
show very different practices and results in the process
of decentralization and recentralization. Whereas the
Bolivian central government almost completely sur-
rendered its economic development goals to

8215 argument is drawn from Father Benjamin Nifiez's Oral History Interviews with Wilkie, Michaels, and Wilkie, Guatemala City,
July 16, 1970. Father Nifiez was a member of the board of directors of Costa Rica’s Instituto Nacional de Vivienda y Urbanismo
for over a decade, serving as President of the Board during much of that time.

Ironically, a master plan for Cuba apparently has failed (and authoritarianism has been made inefficient], for example, in part
because of Fidel Castro's desire to decentralize the decision-making process. One may hypothesize that when his government
decided to (a) institute on-the-job worker participation in decisions; (b) introduce moral in contrast to material incentives; and
(c) implement financial “‘self-budgeting’ of government, Castro himself laid the groundwork for a system he could not fathom, let
alone control. Cf. Roberto M. Bernardo, The Theory of Moral Incentives in Cuba (University: University of Alabama Press, 1971).



decentralized agencies generating much of their own
income, it created a diffuse system which the Ministry
of Planning would now like to make monolithic. In the
Costa Rican case, the central government decided to
set up social as well as economic functions on an
apolitical, “business-like”’ basis. To avoid this extreme
fragmentation of state policy, apparently Costa Rica
will adopt the type of controls which are also emerging
in Mexico and are projected for Bolivia.

Under the new plan of recentralization, decen-
tralized agencies will be permitted only administrative
autonomy with policy subject to overall state plans
developed under the aegis of the central gt:wrernment.s'gl
In effect, this compromise means that the autonomous
sector will retain its elite bureaucratic status, but will
lose its policy-making power. The dilemma here is
obvious: How can a decentralized agency be autono-
mous if it cannot make its own decisions?

An even worse dilemma is suggested by the fact

that the result of this compromise requires state
funding of two bureaucracies, with the central govern-
ment employees remaining in a position of inferiority.
In this manner, there will continue to be a great
disparity between (1) failure in management of social
affairs (the social security and medical programs run by
many Latin American governments offer a vivid exam-
ple of this problem, not to mention the inability of
governments to cope with problems of education, etc.)
and (2) success in management of economic develop-
ment (graphically measured in terms of GDP, miles of
road construction, etc.). After comparing the
efficiency of the economic agencies to the productivity
of social agencies (decentralized as well as centralized)
which deal with the masses, one may well ask how long
the public will put up with the gross inefficiency in
social services. It is interesting to note thata major
cause of Mexican revolution in 1910 stemmed from the
fact that social and political opportunities of the
Profirio Diaz era did not keep up with the great
economic growth .for which the government was
responsible. Thus, upheaval occurred when the aspiring
middle classes joined forces with the masses, who had
been exposed to the idea of a better way of
life.

Even as it becomes possible to distinguish
between the funds over which the central government
does or does not have control, the president and his
planning ministers also must make a distinction
between understanding (i) the role of the public sector
and (ii) methods of actually reallocating expenditures
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to determine how state funds will be functionally
spent.

As pointed out in the case of the United States,
mere incorporation of the decentralized sector
accounts into a consolidated system with central
expenditures may actually confuse the manner in
which policy is made. Whereas the president of the
U.S. now better knows the effect of public sector
expenditure, the extent of those funds subject to his
control is not always clear. Because the decentralized
sector in the U.S. contains trust funds and/or ear-
marked funds to operate decentralized agencies, the
president of the U.S. actually may know more about
the impact of policy but less how to manipulate policy
to change that impact. It is noteworthy that in 1971
President Nixon's Advisory Council on Executive
Organization found that U.S. federal regulatory
agencies are “‘not sufficiently accountable for their
actions to either the Congress or the President because
of the degree of their independence and remoteness in
practice from the constitutional branches of govern-
ment.”” The Council has recommended that these
agencies be stripped of their autonomy and given
cabinet-level status, with presidential appointments
subject to Senate confirmation, in order that various
agencies set up over the course of this century might
operate more in step with present-day needs.85

The same problem is equally relevant in Latin
American countries which have incorporated major
income-producing entities (such as tin mines, oil
production, etc.) into the public sector. Thus, mere
consolidation of accounts does not necessarily help the
chief executive decide how to allocate funds because
most of the public enterprise finances are beyond his
control — such funds not going into the pool of money
over which the president has discretionary authority.
Consolidated accounts as presented to the public in
Mexico (and the U.S.),86 for example, now tend to
give a picture of greater presidential power than
actually exists. In an ideal situation, however, leaders
and citizens should know what money the president
can be held accountable for in manipulating financial
resources to resolve unforeseen problems as new needs
arise with changing times. Such a budgetary presenta-
tion would make clear within the consolidated account
the extent and function of centralized and decen-
tralized subtotals by geographical region.

Costa Rican problems perhaps best represent the
dilemma which Latin American leaders face in resolv-
ing needs for long-range planning versus the need for

8cora philosophical justification of such a plan, see Wilburg Jiménez Castro, Los Dilemas de la Descentralizacion Funcional; Un
Andlisis de la Autonomia Institucional Piblica (San José: Escuela Superior de Administracion Publica América Central, 1965).

85 s Angeles Times, February 12, 1971,

Although, as we saw above in Part |1, the U.S. budget does try to give a gross picture on the amount of “‘uncontrollable funds,” cf.
Table 3, notes “c” and “‘e" for limitations on the functional understanding of U.S. expenditure.



Wilkie « Statistics and National P&ﬁcy: karr!

adapting governmental actions to unforeseen develop-
ments and the desires of new generations to influence
their own times. Thus Costa Rican President José
Figueres is in a unique position to answer a key
question facing many Latin American countries. How
does one organize government so that it can respond to
the needs (real or imagined) of changing times? Over
twenty years ago, Figueres faced a problem which
involved the creation of institutions to meet the
demands of that time. Given Costa Rica's needs of
1948, the decentralized system seemed most appropri-
ate. But given Figueres’ desire roday to use state power
in a new way, the system he set up for longterm
planning is not necessarily responsive (even with
reform) to his four-year mandate to effect change for
the masses in Costa Rican life. This dilemma, then, is
political, social, and economic. The needs of the
centralized and decentralized sectors are different and
may be irreconcilable. '

With regard to images of state policy, to the
cynic (or to the “realist”) political needs are not
meaningful in countries where the masses cannot be
really aware of complex issues built into problems of
economic development in the face of expanding
populations. In this view, political “needs’’ are imposed
on the populace by leaders, the masses being inarticu-
late and unable to express themselves effectively. To
follow this line of argument further, the masses may
not be able to identify with such “needs” even after
they have been explained by leaders from outside their
milieu. In the latter case, often one-party rule is seen to
be the answer to problems of political instability, with
the government generating support for many of its
programs through its vast bureaucracy or through what
may be called the “fiesta system” involving “spon-
taneous manifestations” which are sponsored by the
government.

If such government is to be effective, often it is
better that the bureaucracy as well as the populace
know as little about what is really happening as is
feasible. Thus, in Mexico public debates over whether
one-quarter of the central government projected
budget should be devoted to education®™’ serve to
confuse the real issue that educators actually will be
lucky to get half that share. While such policy may be
harmful to education, it has helped keep the share of
military budgets down; in the latter case it is wise for
the Mexican government not to reveal its real inten-

tions in the.budget. Hence the policy of perhaps
deliberately underestimating central government
income is understandable. Also, this helps to explain
why the Comptroller General’s Office keeps two setj of
books: both contain the same basic data on expendi-
tures, but the red-bound yearly volume lacks analytical
information carried only in the dark-bound volume,
circulation of which is highly restricted.88

In taking into account developments in Mexico,
Bolivia, and Costa Rica, this writer is struck by the fact
that in each country great changes were made (i) in
public administration; and (ii) in the way different
social classes shared in the benefits of new government
orientations. Yet in each country there are degrees of
preoccupation about the future of economic growth.
With rising populations and the possibility of inflation,
each of the three countries is concerned with providing
a greater share of benefits to the masses.

Since all three countries look to industrialization
(or to greater industrialization) as a major impetus to
economic development, they face a common dilemma.
Industrialization requires educated manpower; and if
developing countries are to compete in a world which
uses even more modern technical processes, jobs tend
to be eliminated. Unfortunately, all three of the
countries under discussion need to develop labor-
intensive projects which provide jobs for their expand-
ing populations. If the countries follow the former
path, they may be able to reduce an increasing gap
between the developed and developing nations, but
only at the risk of social upheaval — none of the three
countries has the affluence to support unemployment
caused by industrialization. Of course, these countries
can continue in a traditional life which involves
underemployment and labor-intensive employment,
but such a course does not solve the problem of
development.

If recentralization is to be undertaken, perhaps
governments which follow such a debatable policy
need officials who promise little but simply attempt to
resolve dilemmas with the full realization that their
answers will only be temporary and only create new
problems. Among the imperfect systems described in
this study, Mexico appears to emerge as a model for
recentralization. In spite of problems, Mexican técnicos
in the whole public sector have faced the problem of
precisely defining and supervising the decentralized
sector; and they have attempted to eliminate

a’7See Wilkie, The Mexican Revolution: Federal Expenditure and Social Change Since 1910, p. 164, note 5_
asFor an example of data which is thus not generally available, see data on origin of income-tax payments by state in Wilkie, "New
- Hypotheses for Statistical Research in Recent Mexican History.” [See also the Introduction, abovel. .



double-counting of transfer funds as well as to develop
standardized accounting procedures. And most impor-
tantly, recently they have developed data to under-
stand the functional impact of 'out!ay on the various
regions of Mexico.

If the old geographical issues of rural versus
urban development and constitutional issues of cen-
tralism versus federalism have been downgraded by the
.pwblem of financial centralization and decentraliza-
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tir.:ln,89 the issue of the one-party versus multi-party
state may also be affected until the matter of recen-
tralization of state policy is resolved. In the final
analysis, the question of who controls the government
(or whether leaders represent the elite, middle classes
or masses) is not as important as how the leaders
decide to budget their scarce resources. The broader
problem is not in obtaining power, but in deciding
what to do once political “victory’ has been won.

mFa:n' discussion of Mexico City's importance in the centralization of financial, administrative, and cultural affairs, see James W.
Wilkie, "“La Ciudad de México como Imén de la Poblacién Econdmicamente Activa, 1930—1965;" in Bernardo Garcia Martinez er
al. leds.) Historia y Sociedad en el Mundo de Habla Espafiola: Homenaje a José Miranda (México, D.F.: El Colegio de México,

1970), pp. 379—395 [see Chapter || above].
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