Centralization,
Decentralization
and
Intergovernmental
Competition

Albert Breton

The 1989 Kenneth R. MacGregor Lecturer

Reflections Paper No. 4

- Institute of - Queen’s University
Intergovernmental Kingston, Ontario
Relations Canada




Canadian Cataloguing in Publication Data

Breton, Albert, 1920- .
Centralization, decentralization and intergovernmental competition

[ T morm 1 TALONT AN Len '




\*i'ilili"-r‘r:‘

P
4

- - J
>

INTRODUCTION ... it e iiinieaaa e encneananas 1

WORKING ASSUMPTIONS ABOUT DEMAND AND

CONSTITUTIONAL ARRANGEMENTS ................... ... 6
F—'\QEEQ[“‘E‘TFU‘ u‘rn\‘rl ﬂ‘[n CNYVMATIA T AT AMANTTAMT [+ ]
o
_

1
1

i_, — - - td







FOREWORD

L -

e _




vi intergovernmental Competition

e




SOMMAIRE

Cette étude vise a différencier les phénomenes de concentration et de centralisa-
tion, celle-ci renvoyant 3 un partage des compétences entre des paliers de
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CENTRALIZATION, DECENTRALIZATION AND
INTERGOVERNMENTAL COMPETITION
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INTRODUCTION

To introduce my subject, I must first dispose of a minor semantic issue. Our

" habit of thinking of governments as monolithic institutions is so engrained that

we do not appear to possess, in ordinary discourse, words that would make it

easy to distinguish between the whole apparatus of government on the one hand

and the multiplicity of units which constitute the whole on the other. We lack,

~ in other words, a distinction such as that between industries and firms which
v wlurewehan impnrtant e indbe agalysis nf.cnmnetitve riarkaf sioole T .
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4 intergovernmental Competition

Pommerehne (1977), on the basis of a similar index as that used by Peacock
and Wiseman and of variants thereon, has concluded that there is a tendency
toward decentralization, not toward centralization, in governmental systems.
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Such an extension is, in fact, a basic logical requirement. That is easy to see. If
the model which I have proposed to explain the growth of governments could
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influence on the equilibrivm degree of concentration of governmental systems,
it does not work itself out in the way we generally imagine. -

CONCENTRATION AND COMPARATIVE ADVANTAGE

Given these assurnptions about consuming citizens and about constitutional
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enforcemem Buchanan (1967 espemally pp. 117-121) has shown that if tax
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ments are more responsive to the demands of their peoples than more senior
governments. If the proposition contains any truth, it must mean that politicians
and bureaucrais at the local level allow more free-riding than politicians and
bureaucrats at higher jurisdictional levels. Indeed, to the extent that the effec-
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Before doing so, [ must, however, insist that these grants, which we may call
revenue grants, will seldom add up to the total flow of grants in real world
governmental systems. As I have argued elsewhere some grants are also needed
to stabilize horizontal intergovernmental competition. These later grants, which
we may call stabilizing grants, must be strictly unconditional. Revenue and
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corresponding change in the degree of centralization? The answer depends on
the nature of the disturbance. Suppose, to illustrate, that the constitution drafted
during the second period assigns the authority over education to the provinces.
An exogenous shock that called for an mcrease in expend;tures on education
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MacGregor Lecture, Principél Smith suggested that I could reflect on the
challenge posed to intergovernmental relations by “the increasingly globally
interdependent economy”. What can the model adumbrated earlier say on this
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President Frangois Milterand, a certified socialist and a son of the same France
which proclaimed that Europe would only be a “Europe des patries” is now-one
of the moving forces behind the new Europe of 1992, while Prime Minister
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and the host of other programs of that sort which are often called transfers
are, here, treated as expenditures on services.
7. See Breton (1989).
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