
Chapter 14. The Role of Federal (Central) Governments in Local Affairs 

Introduction

This paper addresses one of the key issues facing local governance in advanced democratic political systems: the role of the central government in local government affairs. At first glance this topic may seem at odds with federal values and the design of federal systems. After all, federalism aims to separate and share power so that local affairs are run by local institutions to meet local needs and preferences. In that sense, discussion of the role of central governments
 would be pathological: examining how the system has gone wrong, where central governments intervene in local affairs. And one might assert as well that it is the relations between local governments and the intermediate order of government, i.e. states, provinces, regions, etc. that are more vital to local governance. Both of these assertions have much validity. This paper places its discussion of the federal-local role in the context of the more extensive and usually more significant provincial-local relationship.

In this paper, however, the chief assumption is that the exercise of local authority and self-governance depends upon, and is not necessarily diminished by, an effective partnership between the federal government and local governments in a federation. The federal role arises at many natural points. First, federal government operations have inevitably a local presence and effect – for example, military bases have municipal neighbours. Second, federal governments have a direct relationship with their electorates as much as provincial and local governments do, and political representation may reflect local politics as much as national issues. Third, in the age of globalization, policy fields are more naturally concurrent: policy externalities of trade and environment, for example, extend through all the levels of government in a federation –indeed beyond them to international governance institutions. Fourth and finally, federal governments play a key role in economic redistribution and the promotion of national norms in social entitlements. This role in achieving equity in a federation often involves federal governments in local programs, if not always with local governments as such.

To better understand the evolving role of federal governments in local affairs, this paper examines four federations. These are the United States, Australia, Germany and Canada. The paper provides somewhat more detail on Canada, due to the author’s more in-depth familiarity and understanding of the Canadian case, as well as better access to research information. Yet the intent is to provide sufficient information on the four federations, presented in a common template of analysis to allow the reader to see the similarity in federal-local relations, and trends in policy and political preoccupations. These four federations are chosen for comparison because they are all well-established, with advanced industrial (and post-industrial) economies and societies. Australia provides an example of relative fiscal and program centralization at both the federal and state levels with a much-reduced role for local government. Germany’s federal system is more integrated, through its political party system, interdependent decision-making, and revenue sharing, among other features. The United States has the most competitive system, with a more chaotic system of intergovernmental relations and a highly disaggregated system of local government. Canada’s federal system is the most decentralized in fiscal and programmatic terms, as well as having more significant regional and cultural diversity. This paper does not attempt a direct comparison with the Russian Federation, but it is evident that comparing the four systems brings forward important relevant features. These include: territorial scope, regional and cultural diversity, combinations of intensely urban and rural populations, degrees of economic and fiscal disparity, and last but not least, the need for direct involvement of the federal government in many local issues. 

The remainder of this paper is organized as follows. The next four sections examine the four federal systems in turn, with discussion within each section of three themes: 1) the federal system and political culture; 2) overview of the federal role in local affairs; and 3) selected federal-local issues (as well as a fourth section of summary comments). The concluding part of the paper draws together comparative analysis covering different models of federal-local relationships and evolving trends in direct federal-local affairs.
United States of America

The Federal System and Political Culture in the United States

The American States invented their original federal constitution in 1789, providing the then unique solution of an independent general government co-existing with state governments, to enable the emerging nation to have democratic rule over a large territory. American federalism today is characterized by continuing competition among governments. Its 50 states interact in a dense geographic pattern, and local government is a dynamic and diverse entity, with many metropolitan areas overwhelming state boundaries. At times there seems more chaos than order in the federation, but the results are creative.

Basic features of the federal constitution and federal system include:

· The strict separation of powers among the executive, legislative and judicial branches of government, at both the state and federal level. Much of American politics is about competition between the three branches of government.

· The distribution of powers between the federal and state legislatures following a pattern of exclusive federal powers, a concurrent list of state and federal powers, and the residual powers held by the states. As a result of the concurrent powers, the federal legislature has occupied much state legislative room over time – i.e., by “pre-empting” state legislation. 

· Individual State constitutions provide a further means to promote state autonomy and diversity, including in the structure and functions of local government.

· The federal legislature, Congress, has two houses: the House of Representatives elected on the basis of state population in single member congressional districts, and the Senate originally appointed by the states but now elected, on the basis of equal representation of two seats per state.

· The federal and state Supreme Courts are fully independent under the state and US constitutions. The Supreme Court of the United States is the final court of appeal for constitutional matters.

· The first nine amendments to the US Constitution constitute a Bill of Rights providing a strong protection of individual rights. Combined with the independent judiciary, this has resulted in a political culture that is strongly rights-oriented and litigious, and in which the courts are called upon frequently to settle intergovernmental disputes. 

More than other federations the American system depends on intergovernmental relations to make it work. These relations differ substantially from parliamentary federations such as Canada, Australia and Germany. The separation of powers means that the President and the State Governors do not have and cannot deliver a legislative mandate. They must negotiate bills with the legislature, often use the veto power, and can often be in protracted stalemate with legislative leaders. Moreover, the State Governors as a group do not often meet with the US President, certainly not on a regular basis. 

Intergovernmental negotiation cannot be monopolized and can occur simultaneously between President and Governors, state and federal legislators, Mayors and the federal Administration, and any other combination of these actors in a complex matrix of relationships. Over the past century state and local governments have cultivated direct, often partisan linkages with Congress – but with the result that they are often perceived as just another interest group.

In the past twenty years, several political trends and developments have shaped federal, state and local intergovernmental relations. Central power declined until the mid-1990s, first in fiscal and later in regulatory terms. In the process the practical autonomy of state and local governments has been partly restored. Since the 1970s state and local governments have collectively improved their administrative capacity, which now matches that of federal agencies. Thus, in many respects, the state and local governments occupy the centre of political gravity in domestic US politics – it is where most domestic policy and programs are devised and delivered (Hanson, 1998). This reality reinforces concerns about finding effective ways to deal with intergovernmental coordination.

Overview of the Federal Role in Local Affairs in the United States

Federalism in the United States did not originally envisage any kind of role for the federal government in local affairs, except as a necessary part of its administrative operations on the ground (e.g. armed forces, post office). That all changed in the 1930s with the New Deal legislation and activist Presidents and Congresses who have used the virtually unfettered federal taxing and spending powers of the federal government to shape policies and programs at the state and local level. Not only does the Constitution provide wide taxing powers to Congress, but also the operation of concurrent powers with the states provides for the supremacy of federal law. This assumes there is political will in Washington to intrude on state and local turf and for state and local governments to comply. For much of the past century that political will has not been lacking.

Thus, the political reality of intergovernmental relations in the USA is that local government actors lobby Congress or the US Administration for funds or programs tailored or directed to their cities or regions. They have done so by working political alliances in the integrated two-party and electoral system. Party slates on election day extend from the office of the President of the United States down to the proverbial local sheriff, and all points in between. Party linkages thus extend through the entire governmental system. So, for example, a Democratic New York mayor is able to obtain favours from a Democratic Congress more effectively than a Republican governor of the State government in Albany. Local governments also press their case through non-partisan channels, i.e. in their associations based in Washington such as the highly effective National League of Cities. 

The federal role in local government and urban issues is exercised by a variety of means -- administrative, legislative and fiscal. First is the policy and administrative focus in the Administration itself, principally the Department of Housing and Urban Development (HUD) and allied agencies. Second, federal legislation of a primarily regulatory character prevails over state and local law. Third federal fiscal instruments, including revenue sharing and conditional and unconditional grants, shape state and local programs. 

The federal role in housing began during the Great Depression when the Roosevelt administration established local housing authorities. Funding to these authorities, later coming under the wing of HUD, bypassed state governments. Other Roosevelt-era initiatives however, such as unemployment insurance and training assistance, worked through the state administrations. In any case, HUD became a vital federal presence during the 1960s and ‘70s, encouraged by Democratic-dominated Congresses with strong support in most major US cities. During this period the federal government took the lead in dealing with urban decay and renewal, but after the mid-1970s its role began to decline and is only now being restored to some degree.

Federal revenue sharing is not a major part of intergovernmental finance. It occurs mainly through the earmarking for state and local governments of taxes on motor fuels and excise tax, and other tax revenues accruing to the Highway Trust Fund. From 1972 to 1986 Congress voted funds with minimal conditions to local governments under the General Revenue Sharing program, which for a time constituted as much as 19 percent of all direct federal funding to local government. Since its demise, there are now no unconditional grant programs to state or local government (Watts, 1999b).

In fact, for most of the last 70 years of US federalism, intergovernmental transfers have been highly conditional and disaggregated. This is a function in part of the process of Congressional lobbying and logrolling by which they were created.
 As recently as 1993, Congress appropriated funds for over 590 single categories of programs to be delivered by State and local governments. Sometimes funds passed through the states to municipalities, but not before some states imposed additional constraints and conditions (Conlan,1998). In playing the political redistribution game to meet growing demands for public services, municipal politicians across the United States did not worry unduly about these entanglements and their effect on their autonomy. 

These attitudes began to change in the early 1980s, however, when the federal government first began to curtail its program transfers to state and local governments. The result has been the huge movement to “reinvent government” in the US, and to think more creatively about local initiative (Gaebler and Osbourne, 1992). Yet this broader managerial reform brings its own constraints on local government in the form of performance measurement regimes, management processes and other instruments designed to improve accountability and transparency.

In summary, the federal government role in the United States has been changing dramatically in the past decade. It has made major cuts to funding to deal with the federal budgetary deficit and to make room for lower taxes, and it has been reforming regulation to reduce or eliminate the burden on state and local governments. This has included, as part of more general trends in public management, governments entering into contracts, partnerships and alliances with business and non-profit organizations to obtain policy objectives. Overall the federal contribution to local revenues is much smaller, but still significant, and targeted to a renewed urban agenda that includes affordable housing, public transit expansion, demographic changes and the “new economy” (Artibise, 2000) (discussed more fully below).

Selected Federal-Local Issues in the United States

Intergovernmental relations permeate a significant amount of policy-making and political process in the United States. Local government roles are highly influenced not only by relations with state and federal governments but also with other local governments. Here we summarize the key federal-local issues currently at play in the US system.

· Reform of unfunded mandates:

Americans have been highly critical of the cumulative effect of directives to state and local governments by the US Congress to achieve a variety of regulatory purposes. Termed “mandates” in the US system, these directives were made without sufficient attention to the considerable cost of implementation, indeed usually without provision for financial assistance. A report in 1996 by the Advisory Commission on Intergovernmental Relations estimated that there were 3500 such directives in place, in reference to over 100 federal laws. There is a similar problem at the state level of state governments also imposing unfunded mandates on local government. Following negotiations and representations from state and local government associations, the US Congress began in 1995 a significant reform to reduce the number of mandates overall and to reduce the regulatory burden of the remaining directives. Still, it is a continuing issue as a new wave of directives related to management reform impose costs onto lower levels of government. 

· Welfare reform

Several US federal governments have sought to reform the centrally controlled US welfare programs and to provide more leeway for the State and local governments that administered them. The Clinton administration achieved significant reform in 1995-97, especially in programs of aid to needy families and health insurance schemes aimed at children. These programs are now essentially devolved to the states, most of which have in turn provided considerable flexibility to local governments to design and run their own programs. The federal role is now confined to block grants (no longer tied to actual state and local program expenditures) and to certain continuing national mandates. The sub-national governments are able to design, fund and deliver their own programs, which now differ substantially from state to state. Controversy continues over remaining federal directives covering such issues as information technology and data, and some remaining national standards such as in childrens’ health. 

· Transportation Infrastructure 

Federal legislation in the late 1990s (Transportation Equity Act of the 21st Century) provides five years of new funding (1998-2003) for a variety of types of state and local infrastructure programs, in addition to continuing federal funding in areas such as highways and public transit. The funding programs include: a new comprehensive surface transportation program at $ 33 billion; a separate bridge replacement and rehabilitation program at $20 billion; and a separate, continuing public transit program at $41 billion, among others. (FCM, 2001)

· New Federal Urban Agenda 

The US federal department of Housing and Urban Development leads a team of US agencies pursuing a renewed urban agenda focussing on such issues as the “crisis” in the availability of affordable housing; demographic change in cities (e.g. more culturally diverse, aging); and strategies for more controlled and sustainable urban growth. (Artibise, 2000). It is not clear that this agenda is being pursued as aggressively under the Bush administration, but the focus in US policy is shifting.

Summary Comments

It is important to emphasize the political context in which these and other issues are raised and resolved. Despite its subordinate legal status, local government is more of an equal partner in political terms with the state and federal governments. In an electoral system based on territorial districts for both the state and federal legislatures, local governments have a lot of influence on the political agenda. Indeed, federal policy is often only a set of brokered deals with sub-national and local interests. This is especially true of decision-making for capital projects such as infrastructure. Also, in a country as large and diverse as the United States there is a strong impulse to achieve efficiency without centralization, through shared or decentralized programming and through contracting out or partnerships with the private and not-for-profit sectors. Locally based interest groups also play an important role in financing political campaigns and lobbying state and national governments to achieve collectively what they cannot do alone. 

Australia 

The Federal System and Political Culture in Australia

Six self-governing British colonies joined in 1901 to form the Commonwealth of Australia. To the six states are added two territories, the Australian Capital Territory and the Northern Territory; the total national population is currently 19 million. Over its first century the federation has continued a nation-building process with a strong central government and a political culture that values uniformity, equity and national standards. The population is increasingly urban, with most states dominated by the single capital city. Yet there is a growing tension between urban and "regional" (i.e. smaller cities, towns and outback) Australia. Little room is left for local governments, but their relative position appears to be stable, due in part to federal government support.

Basic Features of the federal constitution and federal system include:

· British-type parliamentary institutions that combine the executive and legislature at both the federal and state level. The state parliaments have all adopted state constitutions, and all states but Queensland have an upper house. 

· No explicit constitutional bill of rights.

· A distribution of powers modelled on the US Constitution with enumerated federal powers, some concurrent with the states, and the residual power to the states. The Australian High Court has interpreted federal powers widely, granting the federal parliament authority to occupy any area of previous state jurisdiction providing the federal legislation covers the field. The federal legislature also monopolizes most major tax fields. 

· A Commonwealth (federal) parliament with two houses; the lower House of Representatives is elected by 148 constituencies on a single transferable vote electoral system; the upper house, the Senate is elected on state-wide constituencies with equal representation (12 per state). Party discipline rather than state loyalties have tended to determine Senate proceedings.

· A seven-member High Court appointed by the federal government with full authority for constitutional judicial review.

· Intergovernmental relations with a strong executive dominance and an extensive network of premiers, ministerial and officials meetings. While not constitutionally entrenched, reforms in the 1990s provided a significantly upgraded and rationalized intergovernmental decision-making process. 
Compared with the three other federal systems covered in this paper, Australia is significantly more centralized in legislative, financial and programmatic terms. The Commonwealth (federal) government has a very dominant fiscal position and many of its transfers to the States are highly conditional. It is responsible directly for social programs that elsewhere would be designed and delivered by the provinces or states, e.g. medical care insurance and social assistance (welfare). The federal government also makes direct transfers to the local governments. The state governments in turn dominate regional finances and functions, undertaking directly roles which elsewhere would be devolved to local government, such as policing, education, social and community services, land-use planning and public transportation. In some policy fields local governments act as agents of the state governments. 

Nonetheless, in Australia federalism as a political value remains strong, particularly in the more recent context of political and economic liberalization, as many have perceived the public sphere as being overly centralized and interventionist. Local government, while relatively stable in fiscal and functional terms, continue to be subordinate. They are vulnerable to attacks on their democratic integrity and autonomy from the federal and (especially) state governments (Kiss, 2001).

Overview of the Federal Role in Local Affairs in Australia

The Commonwealth government takes a strong interest in both urban and rural development. This interest goes back to 1920s programs for roads, but the most activist federal government since the federation was founded in 1901 was the Labor Party government in power in the early 1970s. In this era the federal government tried to outflank the states by appealing directly to local government and by creating a regional administrative structure of its own. This reflected the traditionally hostile position of the Australian Labor Party to federalism (Galligan, 1995; Mathews and Grewal, 1997)). In this period  the federal government introduced general purpose payments to local governments aimed at promoting greater equity in local services. It also began to spend heavily in state-local programs such as housing, urban social services, public transport and recreation. A new federal Department of Urban and Regional Development undertook a wide array of direct federal programs as well, for "growth centres, land acquisition and development, area improvement and a national sewerage program" (Mathews and Grewal, 1997). 

The Conservative coalition government in power from 1975 to 1983 retreated from such programming, and ended overtly hostile moves towards the states. It continued the basic, general purpose financial support to local government, but made the payments "through" the States on the condition that the States establish State Grants Commissions to allocate the funds at arm’s length from the Commonwealth and State governments. The return of the Labor party to power in 1983 to 1996 saw a more balanced approach. It inherited large economic and fiscal problems, but accomplished a significant amount of microeconomic, fiscal and intergovernmental reform. Its incursions into urban and local affairs were selective but important. The federal government continued a strong presence in housing programs (delivered generally by the state governments, not the local) and the "Building Better Cities" program, again with a strong intergovernmental component of capital grants for social and physical infrastructure. On the broader intergovernmental front, the federal government initiated a series of Special Premiers Conferences in 1991, ultimately leading to the creation of the Council of Australian Governments (COAG) in 1992. 

COAG includes the first ministers (premiers) of the federal, State and Territorial governments as well as the President of the Australian Local Government Association (ALGA). Particularly in 1992-95, COAG directed a highly coordinated and integrated set of economic and public sector reform processes, to which numerous federal-state ministerial councils reported. The ALGA is a federation of the associations of municipalities of every state and the Northern Territory. These associations are composed in turn of elected officials (e.g. Mayors or councillors) from each of the 750 municipalities in Australia. Thus the President and other senior executives of the ALGA are all also elected officials from one or other of these local governments. However, the President of the ALGA cannot speak authoritatively for local governments in the same way as the premiers can speak for their governments. While most of the specific COAG commitments and undertakings do not apply directly to local government, some very important ones do. For example, the microeconomic reform agenda is being extended to them, both on their own initiative and through conditions placed on funding, and in some states, by political directive. The rigour by which this reform is being applied varies among the states, for example from a soft approach in Queensland to a much harder line in Victoria.

Since the national peak organization (ALGA) took a seat at COAG in 1995, it has also been represented at the Ministerial Council of Ministers of Local Government. This body is supported by the National Office of Local Government, part of the federal Department of Transport and Regional Services. In addition, this federal agency convenes an annual meeting of the state grant commissions.

While the current conservative coalition government in office since 1996 maintains these intergovernmental mechanisms, it tends to take a more stand-off attitude to local government. Yet on rural issues in particular the government is under some pressure from the minority party in the two-party parliamentary coalition to reverse the economic decline of  "regional" Australia. The federal government did propose to roll the general purpose payments to local government into overall state funding, but relented in the face of widespread local government outcry. In summary, the position of the federal government towards local government still exhibits large swings in emphasis depending on the partisan label of the government in power in Canberra. Yet the trend in Australia, as in other federations, is for a somewhat more arm’s length relationship, with the exception of some important specific policy fields.

Selected Federal-Local Issues in Australia

The following summarizes the major current intergovernmental issues involving the federal government directly with local governments. 

· Microeconomic reform agenda

Since the late 1980s Australian governments have undertaken a wide-ranging agenda of microeconomic reform to increase the size and competitiveness of the national economic union, mainly to improve international competitiveness. The objective has to increase competition in labour markets, agricultural and other inputs to industry and in the provision of public goods and services. The agenda has included much privatization, deregulation and provision of national infrastructure. Since 1995 the agenda has been gradually expanded to include the local government sector. Initiatives being pursued by local governments, with varying degrees of intensity and success depending on the State, include contracting out services, financial management reforms, commercialization of functions, the enforcement of competitive bidding on the procurement of goods and services, and the adoption of standardized performance measurement. 

· Renewal of urban infrastructure

While the direct federal role in the provision of urban infrastructure has declined over the past three decades, targeted federal initiatives continue to be negotiated and implemented. The Labor federal government in office until 1996 had initiated the Better Cities Program, with specific purpose, conditional grant funding to both state governments and, through the States to local governments, covering a variety of housing, recreation, cultural and related programs. These programs have been maintained in general terms through specific purpose payments through the state governments. The current federal government’s newer initiatives tend  to be targeted to “regional” , i.e. non-urban, Australia (see below).

· Declining public and private service levels in regional Australia
A major issue has emerged in recent years over the level and quality of services to “regional” Australia – i.e. the smaller cities and towns, remote resource and farming communities and the “outback” in general. This has occurred as the Australian population becomes increasingly urban, and as the role of the State has declined, both in the direct provision of goods and services –e.g. through state-owned monopolies for air and rail transport, electricity and telecommunications, -- and in the regulatory structure of private markets. A political coalition of rural municipalities, resource industries and the National party (the later being the minor partner in the current government coalition in the federal Parliament) has emerged to fight back for “regional” services. It has pushed for concessions in the federal privatization process to find separate federal funds or otherwise require private service providers to retain what are termed “community service obligations”. A prime example has been ongoing debate over the conditions to be placed on the final privatization of the once wholly publicly owned telephone utility, Telstra. 

Summary Comments

Intergovernmental issues affecting the three levels of government are less extensive in Australia than for example in the USA. This is due in part to the narrower range of functions performed by local government, and the conversely broader range of state government functions. Also, intergovernmental bargaining is more effectively monopolized by the cabinets of the two levels of senior government and their senior officials. Formal and direct relations with local government are in general dominated by the States. Direct political linkages between local council politicians and the federal government tend to be less formal and more ad-hoc. Local mayors and councils are generally not elected on a party basis. 

As noted, Australia has an extensive network of intergovernmental relations with an impressive recent track record of substantive co-decision (Galligan, 1995; Brown, 2002A). Local governments are represented at the peak of that network and in the Local Government Ministers Council, but there are no signs of integrating them fully into a trilateral process.

Nonetheless, public policy solutions in Australia continue to take on a flavour of uniformity, stressing equitable national standards. The same public sector values extend through all three spheres of government. Federal funding is strongly conditional and programmatic, or where it is meant for general purposes, comes with conditions as to equitable redistribution. An important example is the application of the fiscal equalization process not only to the states' shares of local government transfers but to their allocation within a state.

Germany 

The Federal System and Political Culture in Germany

West Germany officially became a federal system of government in 1949, and expanded in 1956-58 to include the Saar region, and in 1990 to include “east” Germany in the Treaty of Unification. Thus, to the ten western Länder (i.e., provinces) have been added six eastern Länder including a united east and west Berlin, for a total of sixteen constituent governments. Three of the Länder are essentially city-states with little or no non-urban territory: Berlin, Bremen and Hamburg. Otherwise Germany has an extensive system of thousands of local governments – cities, towns, counties and sub-county regions – that are provided general constitutional protection but are under the legislative jurisdiction of the Länder.

Basic features of the federal constitution and federal system include:

· The predominance of “administrative federalism” whereby the federal legislature passes laws for which the administration is delegated to the Länder or the local governments. As a result, the federal government as such administers few of its own laws directly and has a relatively small public service. A similar structural relationship exists between the Land governments and local governments.

· Federalism in Germany adhers generally to the principle of “subsidiarity” whereby government roles and particularly the delivery of services should be devolved to the lowest level possible – an increasingly important consideration given the wide range of European Union competences (i.e. power to issue directives) and the potential for centralization several steps removed from citizens.

· The formal distribution of power between the federal and Land governments consists of a list of exclusive federal powers, a short list of exclusive Land powers and an extensive concurrent list. The federal parliament also has power (article 75, Basic Law) to legislate framework provisions in areas touching on regional and local matters including land and regional planning and coastal zone management. There are also a set of constitutionally mandated “joint tasks” to be undertaken by the federal and Land governments, in particular to provide education and health infrastructure and regional economic development (article 91, Basic Law). This form of power sharing has led to a heavily interlocked governmental system, requiring strong consensus norms to be workable (Scharpf, 1988).

· There is a federal parliament with two houses: the lower house, Bundestag is elected on the basis of population. The upper house, or Bundesrat, consists of delegates of the Land governments, with representation weighted to provide the larger Länder more votes. The Bundesrat has an absolute veto over laws affecting the Länder, which in practice is about half of all bills in the federal parliamentary process.

· The Bundesrat provides for direct representation of the Länder in federal policy-making, including in the ratification and negotiation of any European Union treaty or policy affecting directly the powers of the Land governments (article 23 Basic Law amended in 1992). Voting patterns in the Bundesrat are affected by party alliances with federal parties in the lower house. Therefore Länder elections, held separately and at different times than the federal elections, can affect the balance of power in the parliament as a whole. 

· The role of the Länder in the Bundesrat allows “administrative federalism” to work by giving the states a role in the process of making laws that they will be responsible for implementing. However, there is no automatic provision for federal funds to match any specific legislative mandate for administration.

· On the social, cultural and economic plane, the German federation is much more homogenous than many other federations –especially so before the unification in 1990. Since then the economic and social disparities east-west have been difficult to bridge, as has been integrating the political culture and expectations of the eastern Länder with the capitalist values and structures of the west.

Overview of the Federal Role in Local Affairs in Germany

The federal government’s jurisdiction intersects with local issues in a variety of ways, including specific constitutional provisions, the mandating of policy frameworks through federal legislation, direct fiscal arrangements for local government, and engaging local governments as “agents” for administering federal programs. As noted above, the federal parliament has concurrent jurisdiction over real estate and land use matters, and housing and settlement issues – jurisdiction it has used extensively during centralizing periods, particularly in the 1960s and ‘70s (Johnson, 1983). The framework legislation powers of the federal government also extend to land and regional planning and coastal zone management. In addition, the “joint tasks” assigned by the constitution to the Länder and federal governments deal with a potentially large set of infrastructure and regional economic development issues. 

In return for increasing federal encroachment into Länder affairs, the latter governments were increasingly brought into the web of federal decision-making, formally through the Bundesrat, but also through the extensive network of administrative intergovernmental relations. Local government is sometimes a partner but not a full and equal one in this interlocking set of intergovernmental relationships. Similarly it is integrated in the local and regional institutions of corporatist (i.e. government/ business/ labour) consensus-building that mark economic decision-making in Germany. In some cases, however, individual cities, individual political leaders of cities, and associations of municipalities exercise strong political influence by virtue of influence in their party or other qualities of leadership. (Local government leaders may also hold office simultaneously in the Land or federal parliament.) 

National organizations representing various types of local government are also important, particularly the Deutsche Städtetag representing all the major cities. And in all of these relations one must consider the special role of Land governments that are essentially city-states such as Bremen and Berlin – where local matters become automatically Land matters.

Since the mid-1980s the federal government’s political appetite and fiscal ability to intervene and influence local affairs has fallen considerably, as it has in other federal systems (Klatt, 1999). Part of this is a public management reform reaction to the “joint decision trap” of overly coordinated and complex intergovernmental decision-making – which has served less to eliminate traditional patterns of intergovernmental collaboration as to prevent their proliferation (Scharpf, 1988; Benz, 1999). Disentanglement has been a popular theme as well in education, public health and housing policy. In recent years, however, considerable conflict has emerged as new federal legislation on social security and kindergarten reforms, among others, have produced added costs for local government without providing increased transfer funding.


Selected Federal-Local Issues in Germany

The following summarizes the key, current intergovernmental issues involving the federal government directly with local governments.

· With the unification of east and west, local government capacity in the eastern Länder became one of the most important administrative challenges in the federation (under Communist rule, autonomous, effective and accountable local government was nonexistent). The federal government has undertaken a major program to increase local government capacity using its transfer and discretionary funding to the new Länder (Goetz, 1998). Unification has also brought the federal government back into a more direct relationship with urban and local affairs, through the issues of migrant settlement and public housing, among others.

· The issue of “offloading” to Land and local governments has arisen as a major fiscal strain especially given the huge and unexpected fiscal burden of unification. The Land and local governments are constitutionally obligated to administer federal laws with no guarantees that they would have the fiscal capacity to execute them faithfully (e.g. housing, public transportation, public health, aspects of education, etc.). Complicating these issues are major realignments in fiscal equalization by which the poorer western Länder now find themselves considered to be rich by eastern Länder standards, and therefore less entitled to receive redistribution. 

· European integration continues to affect a wide swath of Land and local government responsibilities, from environment to migration to justice, not to mention the changing economic context of integration favouring some urban areas over others. European structural funds are available to some cities and other local governments for economic and social development purposes. These funds apply primarily to cities and smaller municipalities in the five new German Lander (not including Berlin). The federal government plays an important role in the negotiation and allocation of these funds. Also, the local governments’ views are directly represented to the European Union through their membership in the European Committee of Regions, which has specific legal status and a significant if limited role in EU decision-making.

Summary Comments

The German federal system provides many avenues for the resolution of intergovernmental issues, embedded in a political culture that values consensus, cooperation and coordination This compares sharply with the degree of competition and conflict tolerated and even welcomed in North America. The chief means of dispute resolution for federal-local disputes are (1) the indirect role of the Länder in the federal legislative process, as well as their diplomatic presence in the European Union; (2) the integrated party system that reaches from national to local governments; (3) the role of the constitutional court where even municipalities are granted standing; and (4) the role of associations of municipalities to lobby collectively for their interests, in the Land capitals, in Berlin and in Brussels. 

Canada
The Federal System and Political Culture in Canada

Canada has one of the oldest federal systems of government, founded in 1867. The initial union (termed “confederation”) brought together the self-governing British provinces of Canada, Nova Scotia and New Brunswick, under a new central legislature and government, while retaining some powers to be exercised by provincial governments. The former United Province of Canada became two new provinces: Quebec with a French-speaking majority, and Ontario. To these four provinces were later added six others, some original colonies, others new provinces created out of former British territory. In northern Canada there are still three territories that, while lacking the full constitutional status of provinces and thinly populated, exercise a nearly provincial degree of autonomy. 

Canada as a society is also strongly federal with multilingual and multicultural features. This includes the large French-speaking population of about 25 percent of the total, concentrated in Quebec, and numerous Aboriginal nations. Of the federations compared in this study, Canada has the greatest degree of cultural and linguistic diversity, reflected in its political culture and many constitutional provisions.

Basic features of the constitution and federal system include:

· The first federation to combine a federal division of powers with a parliamentary form of government. The legislature and executive branches are not formally separated as in the US system, but remain essentially fused, with the executive drawn from and responsible to the legislature, while performing different functions.

· Legislative power is distributed between the federal and provincial governments in a scheme of exclusive powers for each order of government, and a small list of matters of concurrent jurisdiction. The courts have interpreted broadly the provincial powers, protecting provincial autonomy from federal legislative incursion. The relative lack of concurrent powers leaves the federal parliament with less room to occupy policy fields compared with the United States and Australia. And unlike Germany, federal law is administered directly by federal departments and agencies (with the important exception of criminal law). 

· There is a federal legislature with two houses. The House of Commons is elected on the basis of population in single member electoral districts. The Senate is appointed directly by the federal cabinet and is perceived as lacking in democratic legitimacy, unlike the upper houses in the three other federations reviewed here.

· Most provinces have not adopted separate constitutions, although there is nothing to prevent them from doing so. Local government is not a recognized order of government. Rather, exclusive legislative jurisdiction over municipal government is vested in the provinces. No province has constitutionally entrenched the role of local government.
 

· Aboriginal Peoples have constitutionally recognised treaty and other rights, which they are exercising to varying degrees for local and regional self-government.

· Constitutional amendments in 1982 added a Charter of Rights and Freedoms, which constrains the actions of all legislatures and shapes the administrative decision-making of all levels of government. The Charter and other constitutional provisions are interpreted by an integrated system of provincial and federal courts, with the Supreme Court of Canada being the final court of appeal for constitutional and other disputes.

· An extensive network of intergovernmental relations is dominated by the executive branch (First Ministers, ministers and senior officials) who mediate conflict, enter into cooperative planning, policy-making and programs, and negotiate fiscal and other arrangements between governments. This system does not normally include local government, whose relations tend to be confined within each province. 

Canada is seen by some observers as among the most decentralized federations in the world (for discussion see Watts, 1999a). Decentralization arises from the natural regional diversity of Canadian geography, and the inherited cultural and political diversity of the “founding nations” – notably the consistent preference by French-speaking Quebecers for strong provincial autonomy and, increasingly, for national self-determination. The courts have generally upheld the provincial powers, including taxing powers. The system of intergovernmental fiscal transfers reinforces the overall preference for strong provinces. Thus Canada is more decentralized in jurisdictional, fiscal and program terms than the US, Australian and German federal systems. The provinces have more direct power than the states or Länder in the other systems, but have less influence over decisions made in the central government than in the USA or Germany.

In the federal system as a whole, local government remains strongly subordinated to the provincial governments, even as urban issues have become more important to Canadian economic and social development. The capital cities do not dominate the provinces as strongly as in Australia (although Winnipeg in Manitoba would come close). However, with one exception (Ottawa-Hull) metropolitan areas do not overlap provincial boundaries – unlike several metro areas in the USA and Germany.

Over the past decade, and in particular in the wake of strong local opposition to municipal amalgamations in Ontario and Quebec, the governments of the larger cities have begun a campaign aimed at achieving greater fiscal and legal autonomy. At the least these city governments want more room provided in the statutory authority granted them by the provincial legislatures – akin to the “home rule” status afforded to municipal governments in the USA. At the most, they want as a longer-term goal to attain constitutional recognition as a separate, independent order of government in the federation -- on the same footing as the federal and provincial orders of government. While some provinces are proceeding with a degree of reform to increase local government autonomy, municipalities are no closer to their goal as constitutional equals in the federation (see the Toronto Charter, 2000; for discussion, Sancton, 2001).

Overview of the Federal Role in Local Affairs in Canada

The federal government’s most direct legislative role in local government is its important jurisdiction over Aboriginal Peoples. Through the Indian Act, the federal government establishes and regulates “Indian” (or as they prefer to be called, “first nations”) band council government – similar in scale if not always in function to rural and village municipal government as regulated by the provinces. These governments have a strong fiscal dependency on the federal government. Moreover, inter-municipal and municipal-provincial relations involve Canada’s aboriginal community governments in many ways, often drawing in the federal department of Indian and Northern Affairs. In addition, as many as one-half of the aboriginal population lives off-reserve or away from their traditional communities, many concentrated in larger cities such as Vancouver, Regina, Winnipeg and Toronto. Federal responsibility for this population is more limited, although its extent is in dispute. Canada’s aboriginal population is growing much faster than the non-aboriginal population, and as aboriginal communities gain in fiscal, economic and political influence, the complex matrix of aboriginal-municipal-provincial-federal relationships will also grow in significance.

Apart from the aboriginal communities, the federal Parliament has no direct regulatory role in local government as such. However, several aspects of federal jurisdiction have strong local impacts e.g. airports, ports and railways, defence establishments, immigration, and all manner of federal spending programs including health and post-secondary education, job training, community, regional and industrial development and housing. Yet in most cases where municipal and other local government authorities are involved, the federal government treads carefully, and has more than once been warned off by provincial governments. 

Nonetheless, the federal parliament with its single-member constituencies often takes a keen interest in local issues. Individual Members of Parliament or deputies (MPs) are often frustrated by constitutional constraints and in a competitive political environment may seek to outflank provincial governments, especially those governed by a competing political party, to appeal to rural and urban voters on local matters of interest. Still, compared with individual Congress representatives in the USA, individual Canadian MPs have much less power in the legislative process. Also, the system of political parties as a whole is not as integrated in Canada as in the other federations. Canada has differing mixes of parties in differing provinces, and federal and provincial branches of the same party that keep their distance. In addition, with some exceptions local government elections are not contested on a party basis. This lack of a fully integrated party system from the federal to the local level means that political relationships in Canada are much less systematic than in the USA or Germany. 

Even with these constitutional, institutional and political constraints, the federal government has played historically important roles in local and urban issues. With strong direct representation from Canadian municipalities during the Great Depression, the federal government introduced spending programs for public works –funding directly local governments. After the Second World War the federal government introduced other locally-oriented programs such as agricultural and regional development, loans for sewage treatment works, and make-work projects, among others. The most important and sustained federal effort from the 1940s to the late 1970s came through the Central Mortgage and Housing Corporation (CMHC) and its important role in developing housing standards, funding public housing, and promoting community planning (Artibise, 2001). Many of these programs were delivered by intergovernmental agreement with the provinces, allowing funds to pass through to local authorities.

Ottawa signalled a more comprehensive federal role in the establishment of the Ministry of State for Urban Affairs in 1971 with a mandate to co-ordinate a variety of federal economic and social programs important to urban development. By 1979 the Ministry was disbanded, a victim of the growing fiscal problems of the federal government, and in the face of stronger provincial administrations and more aggressive defence of provincial jurisdictions through the 1970s and into the 1980s.
 As with other federal systems, Canadian governments are less entangled now, particularly in welfare-state programs. Fiscal and program decentralization in general has led to a reduced federal role. 

Thus since 1979 federal involvement in local government programs has declined in both intensity and dollar terms. Its direct relations now confined to a few issues and programs (discussed below). The common thread in all of these initiatives is their temporary and ad-hoc nature. The federal government, under severe fiscal constraint through most of the 1990s, has been in no position to enter into big new, multi-year funding programs. The exception that proves the rule is the infrastructure program, seen from the federal government perspective as a means to create thousands of short-term jobs and thus speed economic recovery, as promised by the Liberal leader Jean Chrétien in the election campaign of 1993. While it seems to have been a model of intergovernmental cooperation, ultimately it is hard to replicate in other areas without treading more firmly on provincial turf (Andrew and Morrison, 1995). 

Finally, from the perspective of local economic development, the most important federal role is the effect of national economic and social programs delivered directly by the federal government. Three major policy areas where such programs are prominent are in the promotion of economic development, in particular for the high-technology oriented “new economy”; in job training and other labour market issues; and in “social cohesion” issues such as dealing with child poverty or immigration settlement. In all these policy fields the federal government deals directly with voluntary organizations and local groups of all kinds. This includes local government agencies, even if not as part of an intergovernmental program as such. 

One does not see in these diverse programs a common federal vision of urban policy. But clearly there are the seeds – and the tools – for such a vision if the federal government wished to pursue one. This may be the objective of a special task force of the federal Liberal caucus in Parliament (consisting of 13 Members from the House of Commons and Senate) appointed in early 2001 by Prime Minister Chrétien. Its focus is to explore how the Government of Canada, within its jurisdiction, can help to strengthen the quality of life in Canada’s urban centres. In its interim report, the task force called for an explicit federal urban strategy that would enable the government to put an “urban lens” on the policy-making process, and to address new, collaborative initiatives in priority areas such as housing, transportation and other infrastructure. The federal government has also undertaken recently an interdepartmental exercise in horizontal policy coordination on urban issues. 

Parts of a renewed federal vision could be built on clear federal responsibilities that cut across provinces and governments: the issues of social cohesion, promotion of the new economy and, as noted above, aboriginal peoples. The question remains about how and whether local government entities as such could be full partners in that process.

Selected Federal-Local Issues in Canada

The following summarizes the key, current intergovernmental issues involving the federal government directly with local governments.

· National tri-level infrastructure programs
The federal government is now in its third national infrastructure program. Together they have spent over $6 billion in federal funds for infrastructure projects. The first one initiated in 1994 is said to have leveraged $8.3 billion for 17,000 projects across Canada (FCM, 2001), the second started in 1998 has had a similar effect. In the two previous programs the federal government put up one-third of the cost of capital projects in municipal and other local infrastructure; the participating provincial government and the municipal government (or in some cases, private partners) contributed the other two-thirds. (For more details see Appendix 1). In 2001 the federal government reoriented the program to the Canada Strategic Infrastructure Fund. 

· Housing and homelessness
After more than a decade of decline and indeed the abandonment of a federal presence in housing programs, the federal government in 2001 began a limited return to the field. It reached a $680 million agreement with the provinces to support affordable rental housing as well as a $750 million “National Homelessness Initiative” aimed at reducing the numbers of homeless vagrants particularly in the larger cities. In both these programs, delivery is devolved for the most part to local authorities as well as to not-for-profit organizations, whose representatives played an important role in advocating and negotiating the federal spending initiatives.

· Transportation coordination and redevelopment
The federal government continues to be involved on a trilateral basis with some Canadian provincial governments and their largest cities, on issues related to the redevelopment of transportation infrastructure, particularly of ports and adjacent lands (e.g. Vancouver, Toronto, Montreal, Halifax). This is in the context of substantial devolution of port and airport facilities to local corporations. 

Summary Comments

The intergovernmental system in Canada in which these issues is played out is profoundly divided into two separate sub-systems, which only rarely intersect. First is the world of federal-provincial “executive federalism”. It is characterized by relations between first ministers, other cabinet ministers and their senior officials. This set of relationships remains largely informal, and while an enormous amount of day-to-day contact takes place, the frequency of meetings, the agenda and the nature of decision-making is highly dependent on political leadership, particularly from the federal government. The informality extends to the decision-making process, for example, intergovernmental agreements are not normally enforceable by law. Final decision-making most often takes place within individual governments following the intergovernmental meeting. Governments retain a broad range of choice as to when, how and under what conditions they will pursue cooperative solutions. 

The second sub-system is the provincial-local one. In it the municipalities have less formal status than even the smallest province in the first sub-system, because their position is not entrenched in the federal constitution. The provinces tend to treat the municipalities as just another interest group or as an administrative arm of the provincial government. Even less than federal-provincial relations, there is no formalized process by which the two levels of government reach joint decisions. The larger cities obviously have more ready access to senior provincial officials and politicians, but the provincial municipal associations have shown considerable effectiveness in collective representation as well. 

These two systems – federal-provincial and provincial-municipal/ inter-municipal – rarely intersect. Unlike Australia, there is no formalized intergovernmental council in which the local governments are represented, even indirectly. Unlike the USA, there are few opportunities for local governments to represent their views directly to federal legislators, let alone to negotiate specific deals. Unlike the party system in the USA and Germany, local politicians do not have the partisan linkages that might make intergovernmental consensus easier, regardless of jurisdictional niceties. 

If all three levels of government are to be involved in Canada, negotiations typically take two stages – first federal-provincial, then provincial-municipal. Even in the Canada Infrastructure Program, the nature and extent of municipal involvement in the identification and management of projects varied by province. Each provincial government essentially determined the municipal role. The chief exceptions to this lack of genuine tri-level relations have been in specific urban settings involving one province only. Prime examples are the Winnipeg Core Initiative or the Halifax gateway transportation planning initiative (Graham et al, 1998). A more integrated tri-level relationship across the whole federation would be unwieldy at best and might only magnify the existing weaknesses of executive federalism. Canada’s significant regional diversity means that local problems need local solutions better found in their specific regional context. Still, problems will arise if the federal role in local matters is continually confined to ad-hoc, bilateral and issue-oriented settings. In sum, the Canadian federation is not conducive to the national definition and mobilization of consent for broader public policy objectives dealing with local issues. However, concerns persist that dealing with only a city here or there without a comprehensive federal approach may lead to regional antagonisms and injustices. A more comprehensive federal approach on urban issues would be possible, if pursued sensitively with the provinces and flexibly in each urban area with the relevant local governments. 

Conclusions

From the separate discussion of the four federations, one can now conclude with a more expressly comparative illustration and commentary. Here we concentrate on two major themes: comparing models of federal-local relationships; and comparing the direct roles of the federal government in local affairs. 

Comparing Models of Federal-Local Relationships

Table 14.1 presents a comparison of the federal-state-local relationship according to three criteria: (1) the basic type or main characteristics of the prevailing model in each system; (2) the key institutions and processes involved; and (3) the means for resolving conflicts or building consensus in the intergovernmental system.

From these comparisons, one can conclude the following:

1. Parliamentary federations are alike in the tendency to executive dominance in intergovernmental relations (i.e. by the first ministers, other cabinet ministers and senior executive officials – not by ordinary legislators). As noted above, the separation of powers in the US system means that ordinary legislators there have more power and more of a role in a multidirectional intergovernmental system. Canadian party discipline is especially strong among the Westminster parliamentary systems, both in the federal and provincial legislatures. If this were relaxed to provide a greater role for committees and individual members, the role of the legislatures in intergovernmental relations – including those with local governments -- might also increase.

Table 14.1

Comparing Federal-State-Local Relationships 

	
	USA
	Australia
	Germany
	Canada

	Basic type/ characteristics


	Informal relations among and between legislatures and executive at both state and federal levels, and with local governments.

Highly competitive at interstate and local level.

Take-it or leave it cooperation from feds.

No attempt to rationalize responsibilities among governments.
	Formalized executive federalism.

Strong cooperative and rationalization ethos, but room for competition.
	Formally integrated federalism.

High value on cooperation and consensus.
	Informal executive federalism.

Strong fed-prov and interprov competition;

some inter-local competition.

Some attempt to rationalize roles.

Take it or leave it cooperation in  prov-local relations.

	Key Institutions and processes


	Lobbying Congress (by both state and local governments).

State-wide and national associations of local governments.


	Council of Australian Governments and related Ministerial Councils (includes local government reps).

State-wide and national associations of local governments.


	Bundesrat.

Other ministerial councils.

State-wide and national associations of local governments.
	First Ministers forums;

Other ministerial councils.

Provincial and national municipal associations.

	Means for Resolving Conflicts / Building Consensus
	Courts play major role.

Partisan connections and lobbying.

Specific mechanisms in inter-municipal and partnership agreements.
	State government bullying of local govts.

Major upgrade in capacity for intergovern-mental co-decision (small role for local government)
	Strong intergovern-mental  consensus institutions including Bundesrat.

Use of courts.

Partisan connections

Lobby in EU.


	Intergovern-mental consensus mechanisms (such as  conferences of ministers).

Low level use of courts.

Low level use of partisan connections.

Prov-local appeal bodies.

Intermunicipal agreements.




2. Germany’s Bundesrat is the most integrated and formalized model of intergovernmental structures. It provides an automatic process for the interests of the Länder (provinces) as governments to be heard and weighed in the federal legislature. Even with this institution, German governments have also found the need to maintain an extensive network of intergovernmental councils and committees to deal with administrative matters. 

3. Australia has an elected Senate, but also needs extensive “executive federalism”. It has gone much farther than Canada in formalizing its federal-state-territorial intergovernmental mechanisms and improving its capacity for co-decision. It does so through a formalized Council of Australian Governments (COAG), a rationalized set of ministerial councils (some with binding decision rules and regulatory mandates) and several new, arm’s length intergovernmental agencies. The Australian Local Government Association is represented on COAG, but local government is not fully integrated into the system as a whole.

4. In all federations intergovernmental relations are bifurcated: two separate systems, federal-state and state-local. The US does the best job at integrating the two. The other systems, including Canada, will have to find new ways to do so if they seek to pursue more coordinated tri-level relationships.

5. There is no magic bullet for conflict resolution. It is messy and political everywhere, although the US stands out as using the courts more readily. Canada’s less formal institutions compared with Australia and Germany means less ability to reach substantive, binding decisions by intergovernmental means. Long-standing provincial institutions provide for arbitration or appeals on boundary issues among municipalities. Inter-municipal agreements and regional governance agencies often encompass dispute settlement procedures. 

The Direct Role of the Federal Government in Local Affairs

Table 14.2 presents a comparison of the roles of the federal government in local affairs according to two criteria: (1) the relative roles of each level of government in the important area of economic development; and (2) illustrative issues of a direct federal role, or of tri-level cooperation. 

Table 14.2

Comparing the Roles of the Federal Government in Local Affairs

	
	USA
	Australia
	Germany
	Canada

	Overall roles in economic development 


	Decentralized state and local  economic development programs.

Strong capacity for inter-municipal and private-public partnerships. 

Flexibility for brokering financial deals (F/S/L).

Competition among state and local governments for people and investment.
	Federal government still takes a leading role in economic development.

Public-private partnerships are mainly State-led and initiated. 

Little competition among local  governments, some among states.


	Interlocking fed-state-local roles in economic development

Ongoing intensive tripartite mechanisms (govt/business/

Labour) 

Competition among state and local governments not overt


	Strong provincial role;

Selective federal role.

Some intergovern-mental partnerships; many public-private partnerships.

Still strong effects of disruptive fiscal off-loading. 

Moderate degree of competition among local and provincial governments.

	Issues of Direct federal role and/or Trilevel cooperation
	Strong fed regulatory presence (but declining).

Major federal administration presence (HUD). 

Current federal emphasis:

Controlled Urban Growth;

Housing;

Community development;

Public transport;

Other infrastructure (including Environment). 
	Indirect federal role (but major funding to local governments).

A modest federal ministerial function.

Current federal emphasis:

National micro-economic reform (competition policy, tax reform, etc. applied to local govts);

Infrastructure: roads, electronic highway.
	Direct role via assigned tasks to local governments.

Involvement of local govt in Fed-Land "Joint Tasks" (eg regional planning).

Current federal emphasis:

Migrant housing (east-west);

Capacity-building for local governments in East;

Use of EU funds at local level;

Social cohesion issues in cities.
	Mainly indirect federal role, with ad-hoc direct programs.

No coordinated administrative focus.

Current federal emphasis:

Infrastructure including “electronic highway”;

Homeless and related housing initiative;

Aboriginal Peoples.


From these comparisons one can conclude the following: 

1. Competition among municipalities -- i.e. the operation of a market among communities by which they attract mobile capital and labour -- thrives in the US context. It is also significant in parts of Canada, and may be an important underlying factor in competitiveness. 

2. Since the 1980s the lead role for economic development has settled at the regional government (i.e. state or province) level. Even the federal governments in Germany and Canada, which at one time had major economic development programming, have largely retreated from the field. The federal government in Australia continues to retain a leading role in this field.

3. The USA has the most flexible arrangements for institutional, financial, and program cooperation over economic development involving inter-local, state-local and trilevel partnerships. Germany’s consensus and integrated intergovernmental system is comprehensive, but probably less flexible. 

4. Federal governments in all four countries since the mid-1990s have begun a selective re-engagement in local issues with a strong emphasis in two areas: 1) significant social cohesion issues such as housing, immigration and minorities; and 2) infrastructure broadly defined to include both conventional and electronic highways, public transit, and the environment. The US government, for example, has recently re-launched major programs for the direct funding to local authorities for community development and urban mass transit. The German federal government is heavily involved in infrastructure and capacity building in municipalities in the eastern Länder, as well as direct funding of housing and other needs for migrants and refugees. Australia’s better cities program provides significant infrastructure funding, in addition to the Commonwealth government’s longstanding programs of support of housing. 

5. Canada’s federal government has a much smaller direct role in local affairs than the other federal governments compared here. It is much more reticent to get involved in direct agreements and funding relationships with local government on a national basis. The Canada Infrastructure agreement is an exception, but one in which the federal government played mainly a paymaster role. Tri-level cooperative arrangements are somewhat more common on a province-by province basis. Despite its retreat from much of the economic development field in the past decade, the Canadian federal government continues to have a policy focus on human capital development and industrial adjustment to the new economy. It delivers these programs in part through local civil society organizations. 

From these conclusions, a final point emerges, that is the growing significance of cities to national and international economies. In all four federations examined in this paper there is a general recognition that urban economies are driving global competitiveness. Cities are especially dominant in the “new” economy of telecomputational and information technologies. There remains some debate, nonetheless, about the importance of city government as such to urban economic development.
 City or municipal governments may not in fact be as important as the federal and provincial governments in determining the conditions for local success, but they are by no means unimportant. In any case, federal or central governments in federations wish increasingly to ensure that their policies and actions contribute to, rather than impede, urban-led competitiveness. This only reinforces our finding that a direct, pragmatic and proactive relationship between federal governments and individual local governments is likely to remain an important ingredient in promoting competitiveness in the global economy.

Annex. 

Federal-Provincial-Municipal Infrastructure Programs in Canada 

Overview: These programs to cost-share strategic investments in local, public infrastructure, are one of the few examples of genuine tripartite intergovernmental co-operation involving municipal government, as well as being a regionally decentralized approach to economic development. 

Structure: With a general political mandate from First Ministers, meeting first in December 1993, the infrastructure program has proceeded on the basis of a general national approach, with provincially specific implementation. In the 2000 Budget, the federal government announced a third generation of funding totalling $2.65 billion over 6 years. On behalf of the federal government, the President of the Treasury Board negotiates a bilateral agreement on infrastructure priorities with the relevant Minister in each province and territory. The overall federal contribution is meant to be one-third, with the provinces and municipalities providing one-third each, although in some cases public funding has also leveraged private capital contributions. The allocation of federal funding to the provinces and territories follows a formula whereby each province's share is determined 50 percent by its share of the national population and 50 percent by its share of national unemployment. Each bilateral agreement is overseen by a management committee of senior officials, with federal and provincial co-chairs, whose role is to review, select and evaluate projects for funding. Individual municipalities are not represented on the MCs, but local government organizations are represented in advisory boards. Nonetheless, specific funding proposals can only be made by the municipalities. An exception is that some of the federal funds are earmarked for spending by aboriginal governments, through Indian and Northern Affairs.

Mandate and Workplans: The program allows the federal government to spend on local infrastructure needs and induce job creation in an area of provincial jurisdiction and municipal responsibility. Delivery is in the hands of local government, while the senior governments help set priorities and provide their share of the costs. Considerable diversity occurs across provinces and territories in terms of the type of projects funded, reflecting differing urban/rural population structures, growth patterns, state of infrastructure stock, and provincial priorities for economic and social development. 

Assessment: This model is essentially the old Economic and Regional Development Agreement (ERDA) format, extended to municipal infrastructure. It is very effective in both administrative and political terms, as a means of meeting general national objectives through a regionally diverse delivery system. The program provides the federal government with a modest political relationship with national municipal organizations as well as local visibility in individual municipalities.
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� From here on we will refer to the central government in federal systems as the “federal” government.


� For further detail on the provincial-municipal relationship as such see the paper prepared for the CEPRA project by Andrew Sancton, “The Legal and Political Setting of Municipalities”.


� The term “log-rolling” is derived from American pioneer life where the job of removing logs from the land required the cooperation of neighbours: “I’ll help roll your logs if you help roll mine”. Politically it refers to the system of mutual and traded support in the legislature for votes on individual bills, whereby individual members of Congress support another’s bill in return for support of theirs, or of some other favoured legislative project. Legislative log-rolling in the Canadian and other parliamentary legislatures is limited by party discipline. 


� British Columbia has its Constitution Act, 1996 but it does not mention local government. Other constitutional instruments that form part of the provincial constitutions include the Terms of Union of some provinces, the Manitoba Act, and relevant parts of the Constitution Acts of Canada.


� The most dramatic example of a defensive provincial posture occurred in Quebec in 1983. In the midst of growing federal-provincial tensions, Ottawa had announced its intention to by-pass the province and provide direct job-creation funding to Quebec municipalities. Quebec responded by introducing bill 38 in the National Assembly, “Loi sur la participation gouvernementale du financement des municipalités”, which would have had the effect of preventing municipalities from accepting funds from any government except the Government of Quebec. After protest from the official opposition in the National Assembly and the Quebec association of municipalities, the provincial government did not proceed with the bill. Ultimately federal-provincial relations improved and apparently the issue of legislation has not returned (Baccigalupo, 1990).


� For further discussion, see my paper prepared for CEPRA in July 2002, entitled “Local Government and Federalism: Canada in Comparative Perspective”.
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