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should manage departmental funds, health centers, transportation and other
institutions. There was likewise statistical analysis of who should decide whether
to create new taxes. The survey attempted to gauge what people thought about
decentralization, how authorities should be elected, and other issues.I\3That body
of work clearly laid out the reforms demanded by the citizenry in terms of
consolidation of democracy, efficiency of the state, and economic and market
development. A series of meetings (the concertacion) organized to share draft
legislation with members of parliament, non-governmental organizations
(comites civicos), political parties, and the executive branch complemented the
survey work. 114

Today, there is an ambitious program to encourage popular
participation. The plan divides twenty percent of the national budget among more
than 300 municipalities, based on population. According to the President, many
municipalities in rural areas have never received any direct funds in the history of
the Republic, and since they are now able to organize and finance improvements
to schools, roads, and health services themselves, it should have far reaching and
beneficial consequences.IIS

Known nationally as the Popular Participation Law,116 the broad
initiative represents Bolivia's shifl away from centralized government, an effort
to reverse decades of inefficiency and mismanagement and push democracy onto
the town plaza. In place since April 1994, the law gives local and provincial
officials direct funding on a per capita basis, creates a watchdog system to keep
local government honest, and ensures that local tax revenues do not disappear
into the national coffers.117

A principal result of President Sanchez de Lozada's administration, lite
law is intended to right the historical imbalance that exists between cities and
towns in South America's poorest nation. The experiment could provide a model
for other Latin American countries that for cenlUrieshave operated under similar
city-centered systems-a legacy of the indigenous civilizations as well as the
Spanish and Portuguese colonial governments.liS
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In Bolivia, where more than sixty percent of residents are indigenous,
lite difference between urban and rural living is as pronounced as anywhere in
Latin America. Although more than a third of Bolivians live in communities of
less than 250 people, a disproportionate percentage of the revenues traditionally
went to three cities-La Paz, Cochabamba, and Santa Cruz.I19

At its worst, the old system created towns on paper only-places where
no funding meant no local government. At its best, a town like Cliza, twenty-five
miles south of Cochabamba, relied entirely on La Paz and benefited or suffered at
lite whim of the central government. It could not survive on what it retained of
local taxes or on the meager federal payment, which in 1993 was $250 U.S.
dollars, or less than two cents per resident.120Of lite 310 municipalities in the
country now getting a share of the national revenues, 181 did not receive one cent
of federal funding in 1993.121

Under the popular-participation program, the government plans to steer
about twenty-five percent of the national income to poor villages and
municipalities. The program's effects are more noticeable in the provinces and in
lite countryside, where thousands of projects are being developed-among them
schools, roads, drinking water, health posts, sewerage systems, and sports
centers.122

President Sanchez notes that lItrough the Popular Participation program,
8,000 projects will be carried out in 1995:

This is more than twice the 3,271 projects carried out by the
Social Emergency Fund in its three years of existence. Just
imagine how this law is changing the lives of millions of
Bolivians who have been ignored and lefl abandoned in the
past. Perhaps this is why it is called the blessed law. I hope the

opposition will not fulfil its gromise of derogating this law if
they become the government. 23

As work cannot be carried out without men of flesh
and bone, popular participation has become the greater creator
of jobs in the country through the municipalities. One of the
frequent criticisms is that these are temporary jobs, but those
who make this type of criticism forget that the resources
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appropriated to the municipalities are renewed constantly.
Therefore, the demand forjobs is permanent 124

Before Popular Participation, provinces received eighteen million
Bolivianos per year. In 1995, the provinces received about 415 million
Bolivianos, or about twenty-four times as much as before Popular
Participation.12sBefore Popular Participation was passed, the country distributed
its revenue-sharing dollars according to where they were produced. The large,
industrialized cities-La Paz, Cochabamba and Santa Cruz-received ninety percent
of the money.126In 1995, those cities got only sixty percent The remaining forty
percent-about $255 million U.S. dollars-went to small towns.127Sanchez de
Lozada asserts "For the first time in five hundred years, we have recognized the
existence of native communities. . . . We think what we are doing is
revolutionary and irreversible.,,128

Sergio Molina, National Secretary for the Secretariat for Social
Participation, claimed: "If this nation didn't come up with a proposal like this, it
could soon find itself facing Zapatista or Shining Path guerrillas.,,129Under
Popular Participation, rural peasants-most of them indigenous Aymara, Quechua,
and Guarani people-for the first time are being given an equitable share of federal
revenues and the right to decide how they are used. That might not sound very
revolutionary, but in a country where many remote towns have not received any

federal money in 171 years, except by befl3ing or bribery, it's a significant step
toward self-determination and democracy. 3

It means money will be spent in new places and in new ways, on things
such as Aymara text books, rural electrification, and deep wells to irrigate land
parched by ages-old drought Bolivia's leaders hope that these investments will
prove the key to finally producing tangible improvement in the lives of millions
of desperately poor rural Bolivians who have seen no real changes for
centuries.131

"It's a[n] historic act of reparation," said Vice President Victor Hugo
Cardenas, an Aymara. "For the first time, the indigenous population is being
legally recognized in this country."m
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At its most basic level, Popular Participation-Cardenas' brainchild-is
also an acknowledgement of federal defeat Indicators show that years of
federally managed social programs have failed to lift most Bolivians out of abject
poverty. Today the average income in Bolivia is fifty-six dollars a month, making
this the poorest country in the Western Hemisphere after HaitLI33"The answer
couldn't be more of the same," said Fernando Ruiz, Bolivia's National Social
Policy and Investment Secretary. "There had to be a conceptual change."u4 So
Cardenas and other government leaders decided to take a chance and see what the
rural poor could do to help themsel ves, gi ven a little cash of their own. I3S

Concretely, the new legislation distributed income between national,
departmental, and municipal authorities. National income was said to originatefrom:

I.
2.
3.
4.
5.
6.
7.
8.

Value added taxes.

Complementary value added tax sources.
Presumptive income taxes on corporations.
Transactions taxes.
Specific consumption taxes.
Consolidated customs duties.
Inheritance taxes.

Exit taxes for leaving the country.136

The country is divided into nine Departments, each with a Departmental
Council.137The councils have advisory, consultation, and control functions.D8
The Prefect for the Department, the President's appointed representalive, presidesover the council.139

Departmental income sources are generically said to be those assigned
in law.140Municipal income is generated mainly from presumptive income taxes
on real estate and vehicles (cars and airplanes).141The assumed value for vehicles
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