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Abstract

Decentralization is often justified as a governance reform that improves service delivery by shifting
authority closer to citizens. However, its distributive effects remain uneven across developing economies.
This paper challenges the assumption that decentralization inherently promotes equity by arguing that
outcomes are shaped by fiscal design rather than institutional proximity alone. Specifically, it
demonstrates that decentralization without redistributive fiscal architecture tends to reproduce existing
inequalities.

The analysis adopts a comparative approach, drawing on evidence from Brazil, India, and subSaharan
Africa to examine how different institutional arrangements influence resource distribution and access to
services. It introduces the Decentralization—Justice Nexus (DJN Model) as a simple framework to explain
how decentralization reshapes local power structures, which in turn affect redistribution and capability
expansion.

The findings show clear variation. Brazil illustrates how rule-based fiscal transfers and participatory
mechanisms can support more equitable outcomes. India reflects partial improvements in service delivery
but continued inequality due to social hierarchies and limited fiscal autonomy. In sub-Saharan Africa,
weak fiscal capacity and administrative constraints have restricted the effectiveness of decentralization.
The paper concludes that decentralization is not inherently redistributive. Its impact depends on how
financial resources and institutional power are structured, with significant implications for achieving
inclusive development.
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1. Introduction

Decentralization has been widely adopted across developing countries as a governance reform aimed at
improving public service delivery and strengthening local accountability. By transferring authority and
responsibilities to local institutions, it is expected to make governance more responsive to the needs of
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citizens. However, the distributive outcomes of decentralization remain uneven, raising important
questions about its role in addressing inequality.

A key policy contradiction emerges in this context. While decentralization improves institutional
proximity, it does not necessarily ensure fair distribution of resources. In several cases, regional disparities
persist or even widen despite the expansion of local governance structures. This suggests that
decentralization alone is insufficient to achieve economic justice and that its outcomes depend on how
financial and institutional arrangements are designed.

This paper argues that decentralization without redistributive fiscal architecture systematically
reproduces inequality. When local governments operate without adequate and equitable financial
support, they are limited in their ability to address structural disparities. As a result, decentralization can
reinforce existing inequalities rather than reduce them.

Existing scholarship provides important insights into this issue. Faguet highlights the efficiency gains
associated with decentralization, particularly in improving service delivery through better local
information. In contrast, Bardhan and Mookherjee emphasize the risks of elite capture, where local power
structures influence the allocation of public resources. Rodriguez-Pose points to the tendency of
decentralization to intensify regional inequality when economically stronger regions benefit
disproportionately. Similarly, Acemoglu and Robinson argue that institutions often reproduce existing
power relations, while Besley and Persson stress the importance of state capacity in enabling effective
governance and redistribution.

Although these perspectives explain different dimensions of decentralization, they remain analytically
fragmented. There is limited integration of how institutional design, power structures, and fiscal systems
interact to shape economic justice outcomes. This gap makes it difficult to explain why decentralization
produces divergent results across contexts.

To address this, the paper introduces the Decentralization—Justice Nexus (DJN Model). The model
conceptualizes decentralization as a process that reshapes local power configurations, which then
influence redistribution and access to services. These mechanisms together determine economic justice
outcomes and broader development trajectories.

The analysis focuses on three comparative contexts—Brazil, India, and sub-Saharan Africa— selected to
capture variation in institutional design and fiscal capacity. Brazil represents a case of structured fiscal
redistribution and participatory governance. India reflects partial decentralization with persistent social
inequalities. Sub-Saharan Africa illustrates the challenges of weak state capacity and limited fiscal
resources. The comparison is based on how these contexts differ in terms of power distribution, fiscal
arrangements, and service outcomes.

The objective of this study is to explain how decentralization influences economic justice and to identify
the conditions under which it can reduce inequality rather than reproduce it. By integrating insights from
political economy, institutional theory, and comparative analysis, the paper provides a clearer
understanding of the relationship between decentralization and distributive outcomes.

2. Decentralized Governance and Economic Justice

Decentralization is commonly presented as a way to improve efficiency by aligning public services with
local needs. In practice, however, its distributive effects depend on how authority is combined with
financial capacity. Where local governments receive responsibilities without adequate and equitable
resources, improvements in service delivery do not translate into reductions in inequality.
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To examine this relationship, the paper applies the Decentralization—Justice Nexus (DJN Model). The
model treats decentralization as a sequence of linked processes. First, it redistributes authority and
reshapes local power configurations. Second, these power arrangements influence how financial resources
are allocated. Third, resource allocation determines the extent to which access to services expands across
different groups and regions. The combined effect of these stages shapes economic justice outcomes.

A central variable in this process is fiscal architecture, particularly the design of intergovernmental
transfers and local revenue capacity. When transfer systems are rule-based and equalizing, they can offset
regional disparities. When they are weak, discretionary, or absent, decentralization tends to amplify pre-
existing inequalities. This helps explain why similar reforms produce divergent outcomes across countries.
The three cases considered here—DBrazil, India, and sub-Saharan Africa—illustrate how differences in
fiscal design, institutional capacity, and local power structures shape outcomes. Rather than treating
decentralization as a uniform reform, the comparison highlights how its effects vary depending on the
interaction between power, redistribution, and service delivery.

Across these contexts, a consistent pattern emerges. Where fiscal redistribution is institutionalized and
supported by accountability mechanisms, decentralization contributes to more balanced development.
Where fiscal systems are limited and local power remains concentrated, decentralization reorganizes
inequality rather than reducing it. This reinforces the argument that the distributive consequences of
decentralization are mediated by institutional design rather than determined by decentralization itself.

2.1 Brazil: Redistributive Model

Brazil illustrates how decentralization can produce more equitable outcomes when supported by structured
fiscal systems. A defining feature of the Brazilian model is the use of rule-based intergovernmental
transfers, particularly through mechanisms such as the Fundo de Participagdo dos Municipios (FPM).
These transfers allocate resources to municipalities based on objective criteria, allowing poorer regions to
receive proportionally higher funding.

In addition to fiscal redistribution, Brazil has institutionalized participatory mechanisms. Participatory
budgeting in cities such as Porto Alegre has enabled citizens to influence spending priorities, especially
in sectors like sanitation, housing, and primary healthcare. This has reduced discretionary allocation and
limited the concentration of decision-making power among local elites.

These arrangements demonstrate how decentralization can operate through both redistribution and
accountability. Financial transfers ensure that disadvantaged regions are not excluded, while participatory
structures improve transparency and responsiveness. Together, they contribute to broader access to public
services and more balanced regional development.

In analytical terms, Brazil shows that when decentralization is combined with rule-based fiscal
equalization and participatory oversight, it can support both efficiency and equity. The interaction between
institutional design and redistribution is central to this outcome.

2.2 India: Partial Qutcomes

India represents a case where decentralization has expanded local governance but produced uneven
distributive results. The 73rd and 74th Constitutional Amendments created a framework for local self-
government through Panchayati Raj Institutions and urban local bodies. These reforms aimed to deepen
participation and improve the delivery of welfare programs.

There is evidence of improved access to services, particularly through schemes such as the Mahatma
Gandhi National Rural Employment Guarantee Act (MGNREGA). Local governments have played a role
in implementing such programs, contributing to employment generation and rural development. However,
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these gains remain uneven across regions and social groups.

Local power structures continue to shape outcomes. In many areas, caste hierarchies and political networks
influence decision-making processes. This reflects the dynamics of elite capture, where formal
decentralization does not fully translate into inclusive governance. As a result, marginalized groups may
face barriers in accessing benefits, even when programs are formally universal.

Fiscal constraints further limit the effectiveness of decentralization in India. Local governments rely
heavily on transfers from higher levels of government and have limited independent revenue sources. This
restricts their ability to design and implement redistributive policies tailored to local needs.

India therefore demonstrates a partial shift in governance. While decentralization has improved
administrative reach and service delivery in some areas, it has not fundamentally altered underlying
inequalities. The absence of strong fiscal equalization and persistent social hierarchies constrain its
redistributive potential.

2.3 Sub-Saharan Africa: Structural Constraints

In many sub-Saharan African countries, decentralization has been implemented in a context of limited
institutional and fiscal capacity. Reforms have often focused on transferring administrative responsibilities
without ensuring corresponding financial resources. This creates a gap between the functions assigned to
local governments and their ability to perform them.

A key constraint is weak state capacity. Local governments frequently depend on central transfers that are
irregular or insufficient. Revenue generation at the local level is also limited, reducing financial autonomy.
In such conditions, decentralization does not enhance redistribution but instead reinforces uneven
development.

Power dynamics further complicate outcomes. Local political structures are often shaped by patronage
networks, where access to resources depends on political alignment rather than need. This aligns with
institutional perspectives that emphasize how governance structures can reproduce existing inequalities.
Service delivery under these conditions remains inconsistent. Rural and peripheral regions often lack
adequate access to healthcare, education, and infrastructure. Without stable funding and administrative
capability, local governments struggle to expand services in a sustained manner.

The sub-Saharan African experience shows that decentralization without fiscal support and institutional
capacity does not achieve distributive goals. Instead, it results in fragmented governance and persistent
inequality. This case highlights the importance of aligning decentralization reforms with both financial
resources and institutional strengthening.

Comparative Insight

The three cases reveal that decentralization produces different outcomes depending on how authority is
combined with fiscal design and local power structures. The contrast is not simply between success and
failure; it reflects variation in how redistribution is institutionalized and how decision-making authority is
exercised.

Brazil demonstrates a model where rule-based fiscal transfers and participatory mechanisms operate
together. Equalization through instruments such as the FPM reduces territorial disparities, while
participatory budgeting constrains discretionary allocation. The result is not only improved service
delivery but also a more even spread of benefits across municipalities.

India occupies an intermediate position. Decentralization has expanded administrative reach and enabled
large-scale program delivery—most visibly through MGNREGA—but redistribution remains uneven.
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Limited fiscal autonomy at the local level and persistent social hierarchies shape who benefits. Gains in

access coexist with entrenched disparities.

Across much of sub-Saharan Africa, decentralization has been implemented with insufficient fiscal

backing and weak administrative capacity. Responsibilities are devolved without stable funding, and

local decision-making is often embedded in patronage systems. Under these conditions, decentralization

fragments provision and leaves regional inequalities largely unchanged.

Read together, these cases indicate that decentralization’s distributive effects are mediated by two factors:

1. The presence of rule-based equalization mechanisms, and

2. The configuration of local power and accountability. Where both are present, decentralization can
support more balanced development; where they are weak or absent, it tends to reorganize inequality
across regions rather than reduce it.

3. Conclusion

This paper examined how decentralization shapes economic justice across developing contexts. While
decentralization is often associated with improved service delivery, the analysis shows that its distributive
effects depend on how authority is combined with fiscal design and institutional capacity. Transferring
functions to local governments does not, by itself, ensure equitable outcomes.

Using the Decentralization—Justice Nexus (DJN Model), the paper traced how decentralization
restructures local power, which then conditions redistribution and access to services. The comparative
evidence clarifies this mechanism. In Brazil, rule-based transfers and participatory institutions align
authority with resources, supporting more even territorial outcomes. In India, expanded local governance
improves program reach but leaves disparities intact due to limited fiscal autonomy and entrenched social
hierarchies. Across sub-Saharan Africa, administrative devolution without stable financing and capacity
results in fragmented provision and persistent inequality.

These findings reinforce the central claim: decentralization without redistributive fiscal architecture
systematically reproduces inequality. The implication is not that decentralization is ineffective, but that
its outcomes are contingent on institutional design. Where equalization is formalized and accountability
constrains discretion, decentralization can support both efficiency and equity. Where these conditions are
absent, it reorganizes disparities rather than reducing them.

Policy implications follow directly. First, decentralization should be anchored in rule-based fiscal
equalization, ensuring predictable transfers to less advantaged regions. Second, local fiscal capacity must
be strengthened through stable revenue assignments and administrative support. Third, accountability
mechanisms—including participatory budgeting, disclosure rules, and social audits—should be
embedded to limit elite capture. Finally, coordination between central and local governments is required
to align sectoral programs with territorial equity objectives.

In sum, decentralization is not a neutral reform. It is a governing arrangement whose distributive
consequences are shaped by how power and resources are organized. Designing those arrangements—
rather than assuming their effects—is central to advancing economic justice.
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