City regional economic restructuring With
weak institutional framewoerks for
metropolitan gevernance — [Lessons firem

the ABC region — Sao Paulo

Metrepolitan regions — Competitiveness and gevernamnce
A joint WB-ITADB Workshep
Washingten — 18 Octeher:

Jeroen Klink'— Eederal University: ABC Region
Sao RPaule - Brazl



Structure

he npstitutienal setting fer metropolitan
goVerance: n; Brazil

Characteristics of the ABC region

he rise, fiall and resunrection ofi regional
govermance in the ABC regien from the 1990s
ERWaras

e rele offnen gevernamental stakehelders
Perspectives



The institutional setting fior
metropelitan govermance

Legacy of the: previous: (militany) regime for metropolitan govermance — top
down), technecratic and Iack of participatory: mechanisms Invelving) lecal
govermnmments and private stakenolders;

Eiscall crisis; redemocratization) and lack: of politicall legitimacy  of the: state
governments — federal andi state gvis. meve out ofi the “business™ of
metropolitan govennance

Instittiienal vacuum inf the Constitttion: ofi 19865

Strong| mayor systemiand the rise of socialimovements — call for systems
With' poeliticall legitimacy;

INet result: Cities asifragmented and relatively iselated players;— indications

Off an excessively: competitive system — mayors trapped inte a prisoner s
allema

Paradox — Intense process of restructunng inithe 1990s, withidramatic
Impacts on metropolitan; areas. However, Weak institutional frameworks in
order toe guide the erganization, management and finance of those areas.



ABC within Metropelitan Sao Paulo
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Population of GABC
Fonte: IBGE 2000

Rio Grande da Serra I
Riberdo Pires I
Sao Caetano do Sul 140.144
Diadema _
VEUE _
Santo André _
S&o Bernardo do Campo [ | 2 350,065
ABC .|



THE ABC REGION -
GENERAL CHARACTERISTICS

Concentiated the bulk of iIndustiralinvestment durng the
phase of Impert substitutien (Car manuiaciting,
petrochemicals, metaliuragy. etc.)

Integrated vertical structure: ofi firms
Strategic presence of larger firms

Most SME have not benefited suificiently firem; the
modernization cycles that have ececumed in larger finms
durnglthe 1990s

Streng| poelitical, economic and territenal Identity



Sequence of economic
festructuring in the ABC region

1970s; diseconemies off aggiomeration - cengestion,
land, lanor, guality, eiliving

1990s; aprupt clhianges 1N MaCreECONeMIC framewerk
(trade regime, Industiiall andftechnologicall policy)

1994F onwarads: Plane Real and mIiCroeconemic changes

tlaking place withinrarger finms

Viacreeconomic impacts of the PlanorReal oniinterest rates, trade valance
and GIDP grewinfigures

Car manufacturng: microeconomic changes in relationshetween
manufacturers and suppliers, just in time, mere flexible production etc.

INEt result: increasing unemployment levels;,
infermalization offemployment relations, stabilization: of
figures on value added — dual econoemy:?



The rise, fall and resurrection of
regional govermance in the ABC region

Bullding| Social capital among municipal gevermments —
the' Intermunicipal Censortitim - 1990

Multisectoral — watershed management, LED, soelidiwaste;
\/eluntary coeperaton;
Focussed on planning and lebbying (and net implementation);

Eorum) de Cidadania\Eerum: for Citizenship - 1994

Important rele in the peried 1994-1996, (lack ef interest for a regional agenda firem the mayors)
Strongly: linkedrto territoral identity building and lebbying
Presence off Seciallmovements, labor and entrepreneurnal stakehoelders

Regional Chamier of the ABC region — 1997

Based on previous nationall experience (sectorall platiorm: for the car industry);

Regional platiform for strategic planning, with: participation from the state, consortium, labor,
capital;, NGOs and social mevements: (incl. The Ferum de Cidadania)

Clear synergy between the state and locall gvis in the region (e.g Minas Gerais today);

Regionall Develepment Agency — 1998

Regional'econemic development planning;

Minority: share ofi lecal governments (49%-51%) — moetivation — technical autenomy; - active
participation fromi the private sector;

SME development, marketing, information sharng

Recent stakeholders — The Universities? (e.g. Federal
University) - 2005

Regional innovation systems, capacity building for regional governance (with Canada) etc.



The Importance of non-
goevernamental stakeholders.....

1994 — \Vayers enter intera Phase of “splendid isolation” — Eorum for: Citizenship! s
created;

1998 enwardsi == Tihe Relative sticess of the Regional Development Agency: — Cluster
policy, Infermation; systems, marketing == car suppliers, plastics; petrochemical
chain etc. Recent partnership with ther universities; (including UEABC)

Econemic stakehoelders: initially, defensiver restructuring and crisis management. Moere
recently: a clearer perception off opportunities — Eor example: Expansion: of the
petrechemicall sector, active participation in the: RDA; Incipient partnerships with
Universities on R&D;

The Regional Clhamber of the ABC regionias a participatony multistakeholder platfiorm

for strategic planning — laboer Uniens; ENEIPrSES, govermments == triggered

IMportant' projects —road system, flood protection; environmental planning, capacity.

Euil_ding etc. N.Governmentall stakeholders perceive: the importance ofi lenger time
orizons.

Thus: the ABC goevermance model has provided: a relative flexible and pragmatic
framework for regional planning, with political legitimacy — private stakeholders have
partially mitigated! and albserbed exogenous shocks associated with the political cycle



Buit peliticall legitimacy: and voeluntary.
COOpPEration are necessany. but net sufficient
conditions fer SUCESS....

lack: of scope, scalerand enforcement of regional’ agreements — e.g Regional
Chamlber of the ABC region

Polictical cyclesicreate: short time horizon fo) projects — imply’ severe: hottlenecks for
effective and efficient strategic planningland implementationiof metropolitan: services
(with: participation: efi the: private Sector);

Elexibility, informality and decisionmaking| based on CONSENsUS may: create a dilema
off collectiveraction! (alserconsidering the: structure: of Brazlian' federalism)

[Focus oni good process, governance:andl participatory: planning needs to e
complemented withimore fermal mechanismi for the erganization, management and
finance of metropoelitan functions (see IADB: study);

The ABC model has heen much more focussed on (strategic) planning, conflict
negotiation and lelkbhying, as oppesed to the actual delivery: ofi metropolitan Services

Private stakeholders alsosincreasingly’ claim for the actual delivery ofi metropolitan
functions (evaluating the ecassional critigue on the performance of the Chamber,
consortium and RDA)



Recent Perspectives and challenges

Challenge: ofi institutional strengntening — Without repeating the
errors ofi ther past — I.e. comhbining pelitical and functional
legitimacy/;

Re-entrance ofi state and federal governement — /egal enaviing.
Iramewok-congitions (Standards:’) == e.d. recent law: en public

consortia, discussions onthe creation ofi the metrepolitan region) of
Sao Paule

Einancial Incentives; (‘~rices”) that Ieverage 61ngolng Precesses) ofi
termteriallmoebilization: off private and public stakeholders at the
metropolitan level (terrterial pacts, stimulate alternative
arrangements; for project finance etc.);

Example ofi the engoeing reerganization precess of the Consortium —
limitsrand potentialsiof moving towards;an agency: that delivers
regienal senvices (*“/1eea’ to: cormpine Stanaards and. PIces”)
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