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Abstract

Governmental transparency is the ability to find out what is going on inside government. This
essay provides an overview of the key research findings of the study on Municipal Governance
performed by the Center for Public and Corporate Governance. The research study has the
purpose of examining the practices of transparency, accountability and fiscal responsibility in
the municipal governments of Puerto Rico. The objective of the study intends to make a diagnosis
to identify the municipalities’ level of readiness, areas of strength, and weaknesses when
implementing better municipal good governance practices aimed at strengthening transparency
in management at the local level. Emphasis on financial transparency data collected for each
municipality is presented in dashboards for a better understanding of the municipal government
fiscal and budgeting practices.

This research analyses the administrative and fiscal management practices and the legal
framework for the normative principles that regulate transparency, accountability, and fiscal
responsibility in municipal governments. This analysis is performed in order to diagnose the
advances and challenges in building a system of government management at the municipal level
that generates trust and credibility in entrepreneurs and investors, and provides citizens with
mechanisms to demand greater transparency and accountability, and to supervise their
representatives and leaders.

The findings and recommendations resulting from this study will allow the formulation of
recommendations to improve the practices of transparency, accountability and fiscal
responsibility as a tool to strengthen the governance capacity of municipalities. An open,
transparent and accountable governance will enable short, medium, and long term strategic
results in terms of quality of life, prosperity, and competitiveness for citizens and entrepreneurs,
and to enhance service delivery to satisfy citizens’ needs in a more effective, agile, and efficient
manner.

1 The authors of this article are researchers of the Center for Public and Corporate Governance at Universidad del
Turabo, gobernanza.ut.pr



OVERVIEW

Transparency has long been considered
a cornerstone of good governance (Hood,
2010). Transparency is the principle of
allowing those affected by administrative
decisions to acertain resulting perfor-
mance facts, budget and financial
figures and about management process
that resulted in those decisions.
Transparent governance means that
government officials act openly with
citizens’ knowledge of the decisions
officials are making. Transparency also
enables the free flow of information
among public agencies, citizens and
private institutions, allowing input,
review, scrutiny and criticism of govern-
ment actions and thereby increases the
quality of governance.

The lack of transparency in public
governance, both at the state and
municipal levels, is a matter of global
concern. According to theorists, apart
from keeping government corruption in
check, it is the foundation of an
authentic, sustainable development
strategy (OCDE, 2002). The consulted
academic and  theoretical  works
emphasize that transparency, accoun-
tability and fiscal responsibility are
pillars of good governance. Availability of
information on government policies and
actions, a clear sense of responsibility,
and assurance that governments are
efficiently administered and free of
systematic corruption are important
components of transparent governance.

The proper balance between govern-
mental secrecy and good governance
practices is at the forefront of contem-
porary public debate. Although trans-

parency is a popular subject matter,
there is very little previously published
work in Puerto Rico identifying the
determinants of good governance prac-
tices in municipal governments. The
lack of research in this area is likely
because the transparency subfield has
just recently gained momentum due to
the fiscal crisis and the concept of
transparency practices in local govern-
ment is difficult to measure due to the
lack of a legal framework. This research
adds to the literature by systematically
examining transparency, accountability
and fiscal responsibility practices in
municipalities and the factors asso-
ciated with good governance practices.

Local governance refers to the set of
formal and informal rules, structures
and processes which determine the ways
in which citizens and organizations can
exercise power over the decisions which
affect the wellbeing at the local level.
The effectiveness of municipal gover-
nance depends on a wide range of
factors: political, social and economic. It
is widely accepted that transparency,
accountability and fiscal responsibility
are key issues of our times especially in
the way they relate to good governance
and anticorruption. It can improve
decision making (Bok 1989), impede
corruption (Bertot, Jaeger, and Grimes
2010), enhance accountability (Pina,
Torres, and Royo 2007), and foster a
more informed and understanding
citizenry (Cook, Jacobs, and Kim 2010).
When taken together, the varied benefits
of enhanced transparency should
culminate in more responsive and
trustworthy public organizations (Goetz
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and Jenkins 2001; Welch, Hinnant, and
Moon 2005; Kim and Lee 2012).
Therefore, recent attempts by local
governments to enhance good gover-
nance practices have generally been
welcomed.

International best practices as well as
the academic coursework suggests that
public sector activity should be, to the
extent possible, performed by the local
level of government. In addition to
enable the public to accurately under-
stand what their government is doing,
information that is publicly disclosed
must be comprehensive in the sense
that it touches upon the issues
necessary to understand the actions
taken by the government. There are
several frameworks that have been
developed to provide a more systematic
understanding of the types of informa-
tion necessary to enhance “government
transparency.” Two of these frameworks
are discussed further.

Purpose of the study

This research study has the purpose of
examining the practices of transpa-
rency, accountability and fiscal respon-
sibility in the municipal governments of
Puerto Rico. The objective of the study is
to make a diagnosis to identify the
municipalities’ level of readiness and
areas of strength and weakness when
implementing better municipal manage-
ment practices aimed at strengthening
transparency at the local level.

In the context of this research study, the
readiness to adopt the principles and
practices of transparency, accoun-
tability and fiscal responsibility in

municipal affairs is defined as the extent
to which the municipal government is
ready and willing to carry out the
processes, implementation of practices
and actions of good public governance,
as established by the academia and
international organizations. The adop-
tion of these practices improve perfor-
mance results, government response
and ensures the prudent and optimal
use of government fiscal resources to
promote economic development, genera-
tion of wealth, job creation, and the com-
mon good of citizens.

This research analyses the adminis-
trative and fiscal management practices
and the legal framework for the
normative principles that regulate
transparency, accountability, and fiscal
responsibility in municipal govern-
ments. This analysis is performed in
order to diagnose the advances and
challenges in building a system of good
governance practices at the municipal
level that generates trust and credibility
in entrepreneurs and investors, and
provides citizens with mechanisms to
demand greater transparency and
accountability, and to supervise their
representatives and leaders.

The aim is to achieve a common body of
knowledge and the basis of information
necessary to promote the relevant
strategic actions required, and to
formulate integrated and coherent
legislation, public policies and programs
to advance a good governance agenda in
municipal management. To carry out the
research study, we used international
criteria on transparency and accoun-
tability as they apply to municipal
governments. Although the mere ana-
lysis of formal and legal mechanisms is
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insufficient to ensure good governance,
it is essential to identify if mayors and
municipal legislatures are or not
transparent and accountable. The fin-
dings of this research constitute a first
step to explore this area of study, so
important for the democratic cohesion of
the Island.

The findings and recommendations
resulting from this study will allow the
formulation of recommendations to im-
prove the practices of transparency,
accountability and fiscal responsibility
as a tool to strengthen the governance
capacity of municipalities. An open,
transparent and accountable governan-
ce will enable short, medium, and long
term strategic results in terms of quality
of life, prosperity, and competitiveness
for citizens and entrepreneurs, and to
provide them with services in a more
effective, agile, and efficient manner.

Research Questions

1. Is there a comprehensive legal
and regulatory framework (laws
and regulations) aimed at deman-
ding that the municipal function
be transparent and accountable
for its results in Puerto Rico?

2. Do public policies, and transpa-
rency, accountability and fiscal
responsibility programs for muni-
cipal management exist in Puerto
Rico?

3. Are there practices, processes
and procedures to comply with
the principles of municipal gover-
nance within the municipalities of
Puerto Rico selected in the
research study sample?

4. What is the degree of transpa-
rency, accountability, and fiscal
responsibility of the Puerto Rican
municipal administrations stu-
died in this research when
applying the selected interna-
tional indicators or standards to
evaluate these variables?

S. After applying the selected inter-
national standards to assess the
degree of transparency in the
selected municipalities that make
up the research study sample,
what are the priority areas that
need to be addressed to improve
governance in municipal mana-
gement?

Research Problem and Its
Background

Due to citizens’ close proximity to local
governments, as well as a rapid increase
in attempts to enhance transparency at
this level, this area of government is a
particularly interesting context to assess
the effects of transparency practices to
enhance good governance. Accordingly,
a large number of studies have
attempted to offer insight into how
public disclosure influences the way
local governments function. While
valuable, the breadth of findings makes
distilling key themes and implications
for effective practice challenging.

This article synthesizes the research
study findings on Municipal Good Go-
vernance Practices focusing on transpa-
rency, accountability and fiscal respon-
sibility and also provides an overview of
the fiscal situation of municipalities.
According to Porumbescu two concept-
tual frameworks are discussed below.
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The first conceptual approach divides
local government transparency into four
dimensions (Cucciniello and Nasi 2014).
The first institutional dimension focuses
upon disclosure of information perta-
ining to the activities of public orga-
nizations. The second political dimen-
sion refers to information pertaining to
political representatives, such as their
salary or their attendance in town hall
meetings. The third dimension relates to
financial management and outlines how
public actors make use of the financial
resources allocated. The fourth dimen-
sion of transparency, service delivery,
outlines how local government performs
in its delivery of public services.
Accordingly, disclosure of information
pertaining to each of these dimensions is
critical to affording citizens a compre-
hensive understanding of how each
component of their local government
functions.

The second framework divides transpa-
rency of local government in general into
three sequential components (Heald
2003; S. G. Grimmelikhuijsen 2012).
The first component, decision-making
transparency, refers to citizens’ access
to information about discussions
leading up to the adoption of a particular
policy—who were the actors involved in
the process and what points were
considered in the decision to adopt a
particular course of action? The second
dimension, policy transparency, out-
lines how an adopted policy intends to
address a particular social issue as well
as anticipated effects on different seg-
ments of the population. The third and
final dimension is policy outcome
transparency, which addresses the

provision of information to the public
that details the actual effects of a
particular policy. Taken together, these
three dimensions, like those proposed
by Cucciniello and Nasi, are intended to
provide the public a comprehensive
understanding of what the government
is doing, how the government is doing it,
and why.

As both frameworks illustrate, enhan-
cing transparency of local government
means much more than the mere
provision of “more information to more
people” (Welch, Hinnant, and Moon
2005, 375). Rather, the information
needed to enhance local government
transparency is diverse. In large part,
this is due to the broad spectrum of
obligations local governments are
responsible for. As such, without access
to such comprehensive information, the
public will be wunable to accurately
understand and evaluate the actions of
their government. For example, expo-
sure to information on policy outcomes
(policy outcome transparency) may help
the public obtain a better understanding
of the effects of a particular policy. Yet,
without exposure to information that
discusses the intended effects of said
policy (policy transparency), it is
impossible for the public to accurately
gauge performance.

Furthermore, accountability plays an
important role in linking transparency to
a more responsive local government. By
affording greater public access to go-
vernment information, external stake-
holders are empowered to align the
performance of their local government
more closely with their own preferences.
Therefore, from this perspective, a
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central objective of transparency policy
is mainly one of empowerment. More-
over, as discussed earlier, achieving this
objective is contingent upon the disclo-
sure of various forms of government
information.

In addition to enhancing response-
siveness, transparency is argued to
promote public trust in government.
This is because transparency can be
used to correct misperceptions of
government performance that result
from a lack of information. Specifically,
citizens often lack objective information
about what their government does for
them, or how well their government is
performing, and as a result are overly
critical of the performance of their local
government (Kelly 2002; Mettler 2011;
Im, Porumbescu, and Lee 2013).

Regarding Puerto Rico, previous rese-
arch studies performed by the Center for
Public and Coroporate Governance
reveal that “the last decades have shown
that plurality and political cycles have
not been sufficient conditions to
advance good governance and effective
public institutions. More-over, electoral
democracy in Puerto Rico has not
ensured that the state and municipal
leaders elected by the citizens’ vote are
liable, transparent and accountable for
their actions once in office. Political
alternation and “Partidocracy” during
the past decades has deepened the
deterioration of public institutions and
the lack of prudence in the management
of public finances”. 2

2 Centro de Gobernanza Publica y Corporativa
(CGPC, 2014). Estudio sobre Gobernanza y

The subject of weak governance and
negligence in the administration of
public resources, both at the state and
municipal levels, has been a source of
concern for decades, and has worsened
during the past ten years. In this
context, municipal governments have
acquired a pivotal role and greater
responsibility following the delegation of
powers and budgetary resources that
the government has been allocating with
the approval of the Autonomous
Municipalities Act, Act No. 91 of 1991,
as amended.

This legislation envisions municipal
autonomy as an expression of demo-
cracy, which seeks to bring government
closer to its citizens in order to improve
the wellbeing of the population, make
rational use of the available fiscal
resources and further economic develop-
ment. The adopted legislation of 1991
highlights its adherence to the essential
principles of the raison d’étre of dem-
ocracy and the core values of good
governance: effectiveness and efficiency,
the search for consensus, equality,
citizen involvement and participation,
and compliance with the legal and
regulatory framework arising from this
law as key elements to foster the
common good.

However, its approach is limited in
relation to the guiding principles of good
public governance. The lack of a clear
public policy regarding the munici-
palities’ obligation to act transparently
and be held accountable to citizens for

Responsabilidad Fiscal: Una plataforma para la
gestion de los asuntos publicos en Puerto Rico.
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its results, has diminished their
confidence in government.

This mistrust is largely due to the lack
of clarity, coherence and sanctioning
capability of the limited and fragile
legislation in force, and to the ine-
fficiency of public policies to guarantee
the oversight, supervision and control
mechanisms in compliance with the
established  regulatory  framework.
Trust, beyond blind faith, must be
understood as a principle nourished
mostly by experience, but in which
perception plays a transcendental role.
That is why it is said that a government
cannot maintain or restore public trust
in its actions without adopting
transparent processes and effective
accountability.

Managing public governance rooted on
these pillars not only represents the
expectations of citizens, entrepreneurs
and investors, but also provides an
opportunity for local and state govern-
ments to build up trust in their
institutional and leadership capabilities
and legitimize their actions. Further-
more, these principles of good public
governance facilitate the formulation of
an integrated legal framework, the
articulation of coherent public policies
and promotes effective communication
with citizens (FMI, 2011; BM, 2009).

For the aforementioned reasons, during
the past five years the Center for Public
and Corporate Governance (CPCG) at
the University of Turabo has studied
with scientific rigor the perspective of
transparent and open governance,
accountability and fiscal responsibility
management practices of Puerto Rico’s

public administration. The research
conducted by the CPCG to study these
variables in the context of Puerto Rico
indicate that the debate on trans-
parency, accountability and fiscal res-
ponsibility is still very incipient. This
condition has relegated the study of the
principles of good governance in Puerto
Rico, both at the state and municipal
levels. The research studies carried out
by the CPCG point out that the Island is
lagging in terms of transparency,
accountability and fiscal responsibility
when compared to the countries that
have the highest scores in global
indicators for best practices (CGPC
2013, 2014).

According to the CPCG, government
transparency means that citizens have
reliable and timely information (in the
shortest time possible) regarding public
affairs, in a constant, accessible and
comprehensible manner. Additionally, it
provides the opportunity to identify
those responsible in each instance of
public management, their obligations
and sanctions for their non-compliance,
and the existence of formal channels of
citizen engagement in the formulation of
public policies and decision-making
processes. The concept is widely used in
the fiscal context, since transparency
makes it possible to measure the level of
efficiency and effectiveness of public
expenditure and promotes the demo-
cratization of the budgetary process.

Nonetheless transparency’ status as a
legal obligation for government entities
in Puerto Rico as an induvial rights for
citizens is readably vague. Notwiths-
tanding federal legislation establishing
citizens’ rights of access to government
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information such as the Freedom of
Information Act (FOIA), the Right to
Know Act and most recently the open
government regulation has yet to be
adopted in Puerto Rico.

Fiscal transparency promotes awa-
reness to those affected by public
actions not only of the financial results,
but also of the fiscal policies, with their
mechanisms and processes. In this
matter of transparency and account-
tability, the study on the State of the
Legal and Regulatory Framework of
Transparency and Accountability in the
Government of Puerto Rico (2013), the
Center for Public and Corporate
Governance concluded the following:

“The practice of transparency in
government, that is, to make accessible
and understandable all public matters
to ordinary citizens, should lead to
greater fiscal responsibility on the part
of officials [...] and greater efficiency
and effectiveness in the use of public
resources. [t should also drive citizens
to become watchdogs of the actions and
decisions of government and strengthen
citizen participation in decision-making
and the formulation of public policy.

[...].

Accountability, therefore, must be un-
derstood within the context of manage-
ment (administration) of results, having
a public management that promotes
compliance with government goals and
strategic  objectives. Accountability
encourages focus on the quality of
public services and meeting the specific
needs of citizens. [This concept, when
linked to transparency, seeks that]
government components are centered in
obtaining measurable results, disclo-
sure to citizens and effective use of

public resources. This is achieved
through the formulation of strategic
plans including long term goals and
measurable objectives, implementation
plans and periodic reporting of results
along with full disclosure mechanisms.”

Additionally, the findings of the research
studies carried out by the CPCG
conclude that currently, Puerto Rico
does not have a coherent, integrated
legal framework to advance the trans-
parent and open governance necessary
for the Island to address its fiscal crisis,
its sustainable economic development
and promote the common good. The
deficiencies in governance, transparency
and accountability, both at the state and
municipal levels, and the negligence in
the management of fiscal affairs have
demonstrated that unless there is an
institutional framework that compels
government to act accordingly, citizens
will not have the necessary information
to be active participants in the demo-
cratic process. These shortcomings in
public governance have not allowed the
coherent formulation of public policies
and programs to address Puerto Rico’s
priorities (CPCG 2013, 2014).

The revised literature on the subject
emphasizes that transparency in public
entities is a fundamental component to
fulfill the government administrations’
accountability and fiscal responsibility
towards its citizens, thus developing into
one of the fundamental characteristics
of good governance. At present, the
concept of transparency has gained
momentum and it has become a major
challenge for society to avoid the misuse
of public funds, inefficiencies and abu-
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ses in the exercise of public functions,
and the control of corruption.

Beyond being a preventive tool against
corruption, transparency promotes sus-
tainable development, the gene-ration of
wealth and job creation. Furthermore, it
promotes the involvement and active
participation of the private sector and
social actors in the exercise of the public
function, creating certainty and
credibility as the basis for the link
between citizens, entrepreneurs and
government to generate the social
cohesion required to move forward the
country’s agenda.

In examining the principles and foun-
dations of public governance, we find
that this paradigm manages to over-
come the shortcomings of traditional
bureaucratic government by incorpo-
rating management practices that allow
greater efficiency and focus on results,
and widens the spectrum of social actors
in the identification of problems, crea-
tion of solutions and decision-making.
Dr. Aguilar Villanueva, in his public-
cations on governance and public
policies, emphasizes that: “governance
allows us to overcome the limitations
and restrains of traditional government,
particularly because it brings decision-
making closer to citizens and places the
government in a better position to fulfill
its duty of leading society by mobilizing
and conjugating the existing capabilities
in society” (2012).

Municipal Transparency,
Accountability and Fiscal
Responsibility

Governance at the municipal level has
gained enormous importance in the past
decade. Municipal governments are
complex organizations that provide
goods and offer public services to
citizens. They are entities that develop a
wide and diverse range of programs and
services. These organizations are
intricate administrative and technical
entities in terms of the fiscal and human
resources they administer. This requires
a broad, extensive, heterogeneous and
diverse range of institutional and
organizational capabilities, and mana-
gerial and human capital competencies.

In order to satisfy the needs of the
population, municipalities must provide
agile and high quality public services,
prudently manage municipal finances,
and plan and carry out public works
with the involvement of all social actors,
including entrepreneurs and citizens. To
achieve this objective, the development
of sound public policies is necessary to
implement adequate and transparent
administrative processes focused on
achieving results framed in broad
accountability and in a fiscally respon-
sible manner. Good governance is not
only characterized by the efficacy and
efficiency of its affairs, but also by the
transparency with which it manages and
implements local development programs
and projects.

A fundamental problem addressed in the
CPCG research studies to strengthen
good governance of public affairs is the
need to formulate an integrated and
coherent legal and institutional frame-
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work on transparency, accountability
and fiscal responsibility that can be
applicable at both state and municipal
levels as a measure to address the
discretion of those who exercise power
on behalf of citizens. The relevance of
this problem affects the levels of trust
that citizens have in state and municipal
institutions (CPCG 2013, 2014).

In the context of this research study,
transparency is an attribute of public
officials and institutions that permits
the clarity, openness and visibility of
their actions, as well as the citizens’
access to information. Transparency is
the opposite of opacity, secrecy and
under-the-table arrangements, typical of
corruption. Its practice creates an
environment of trust and credibility be-
tween public servants and the citizens.

Transparency entails the exercise of
citizen’s rights and an obligation for
public officials. The basic rights of
citizens are related to access to public
information and active participation in
public affairs of their interests. More-
over, in order for the municipal govern-
ment’s management to be transparent, it
must fulfill the following duties and
obligations: (1) establish transparent
consultation procedures for decision-
making, (2) develop coherent standards
and procedures to manage public
resources and effective internal controls,
(3) establish an accessible and simple
system of reliable, relevant and timely
information, and (4) openness to citizens
and the press’ scrutiny regarding the
implementation and evaluation of muni-
cipal public policies and the integrity of
officials.

On the other hand, accountability is the
act by which public officials or any other
person acting by delegation of a third
party, fulfills its obligation to respond for
the matters assigned to them. This
implies the obligation to: (1) respond to
citizens’ complaints and questions, (2)
explain and substantiate the decisions
made, and (3) be personally responsible
for the actions carried out and the level
of quality of the results, even with their
personal assets.

Its importance lies in that citizens, when
participating in an accountability sce-
nario, can exercise their right to inform
themselves and supervise their public
authorities, as well as know what is
being done with public resources and
the results obtained. In this context, the
objectives of accountability are: (1) to
make the management of public affairs
transparent, (2) build trust towards the
government and its institutions, and (3)
allow social actors to conduct a more
objective analysis in order to formulate
public policies that satisfy the public
interests. In summary, accountability,
in addition to contributing to the pru-
dent management of public funds, im-
plies that public officials must also
answer for the realization of previously
defined goals, as well as the satisfaction
of the population’s needs through public
policies.

Fiscal responsibility is defined as the
government’s commitment to generating
the revenues needed to operate the
government apparatus without impo-
sing an unsustainable burden on citi-
zens, and the obligation to prudently
manage these public resources. The
term is also used in reference to the
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development and administration of a
balanced budget in which operating
expenses do not exceed revenues. It is
linked to the fiscal management officials’
commitment to act with prudence in
public spending to maintain a balanced
budget. Fiscal responsibility must be
viewed from the citizens’ perspective,
which are the ones who ultimately suffer
the consequences of negligent fiscal
management.

Legal and Regulatory Framework
Autonomous Municipalities Act

In 1991, the Autonomous Municipalities
Act of the Commonwealth of Puerto Rico
was approved. The “municipality” classi-
fication began to be gradually replaced
by “autonomous municipality.” This
change of nomenclature was accompa-
nied by the progressive transformation
of municipal governments. The purposes
of this Act were to bring the residents of
each geographical division closer to the
decision making power regarding their
internal affairs and eventually reduce
the size of the island’s central gover-
nment. This gradual process is regulated
and assisted by the Office of the
Commissioner of Municipal Affairs
(OCMA).

As stated in Act No. 81 of 1998, as
amended, an autonomous municipality
is “a geographic demarcation with all its
wards, which has a specific name and is
governed by a local government compo-
sed of a Legislative Power [Municipal
Legislature] and an Executive Power

3 Alcalde Mun. Humacao v. Ramén Cofresi, 140 DPR
587, 595-596 (1996). [L]a actuaciéon legislativa marca
una “reforma abarcadora del ordenamiento municipal
que otorgd a los municipios un mayor grado de

[Office of the Mayor].” In order to be
considered an autonomous munici-
pality, each municipality must meet a
series of requirements.

Currently, eight (8), out of the seventy-
eight (78) municipalities of the Common-
wealth of Puerto Rico, fall under the
category of autonomous municipalities.
The first municipalities to accomplish
this were Ponce (November 6, 1992),
Carolina (December 30, 1992), Bayamon
(November 14, 1994), Cabo Rojo, Caguas
(July 30, 1998), and Guaynabo (Decem-
ber 15, 1999). These were followed by
Aguadilla (September 21, 2000), Cidra
(September 27, 2000), and Humacao (by
resolution in 2002).

According to the Supreme Court of
Puerto Rico, the 1991 legislation marks
a “comprehensive reform of the muni-
cipal system that granted municipalities
a greater degree of fiscal autonomy and
self-government, as well as new admi-
nistrative and fiscal mechanisms.”3 This
new regulation substantially broadened
the administrative and fiscal powers of
the municipalities and transferred to
them functions of the government of
Puerto Rico so that they could be able to
directly address the needs of their
citizens.4

This new paradigm shift, that of a new
service provider and relationship with
citizens, required delegating respon-
sibility through legislation and besto-
wing upon the people the capacity to
demand that mayors respond every four
years for the results they have achived.

autonomia fiscal y de gobierno propio, ademas de
nuevos instrumentos administrativos y fiscales”.
4 1d.
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This new Autonomous Municipalities
Act granted municipalities, through
different hierarchies (scales) that varied
according to the municipality’s fiscal
resources, the fiscal capability needed to
continue performing in the areas they
serve, to take on new tasks delegated by
the Central Government, and use their
own initiative and offer services that had
not been available to their inhabitants.
With the enactment of the Autonomous
Municipalities Act began a new era in
the public administration of our Island.5

Several provisions of the Autonomous
Municipalities Act clearly establish the
fundamental change that occurred. We
mention some of these provisions below:

1. Section 1.004- Standards for the
Interpretation of this Act

The Powers and faculties conferred
on the municipalities by this Act or
any other act, except for any
provision to the contrary, shall be
liberally construed in harmony
with sound fiscal and adminis-
trative public policy practices, in
order to propitiate the development
and implementation of the public
policy set forth in this Act, to
guarantee the necessary juridical,
fiscal and administrative powers to
the municipalities and to effectively
address to [sic] the needs and the
welfare of the inhabitants thereof.¢

2. Section 1.005- The Municipality

The municipality is the juridical
entity of local government,

5 Statement of Motives, Act No. 81 of 1991, as amended.
621 L.P.R.A. § 4002.
71d. at § 4003.

subordinated to the Constitution
of the Commonwealth of Puerto
Rico and to its laws, whose
purpose is the local common
welfare and within it, primarily,
the handling of the affairs,
problems and collective needs of
the inhabitants thereof.”

3. Section 1.006— General Principles of
Municipal Autonomy

The juridical, economic and
administrative autonomy of each
municipality is hereby recog-
nized. Their autonomy is subor-
dinated and shall be exercised in
accordance with the Constitution
of the Commonwealth of Puerto
Rico and to this Act.8

4. Section 2.001- Powers of the
Municipalities

The municipality shall have the
necessary and suitable powers for
exercising all the authorities
corresponding to a local govern-
ment and for achieving its purpo-
ses and functions...?

5. Section 2.004- Municipal Powers in
General

Each municipality shall order,
regulate and resolve whatever is
necessary and convenient to
attend to its local needs and for
its greater prosperity and deve-
lopment...10

Likewise, the Autonomous Municipa-
lities Act establishes various provisions
and procedural requirements on the

8 Id. at § 4004.
91d. at § 4051.
10 Id. at § 4054.
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municipal budget process, administra- b) The municipality’s general
tive organization and municipal finan- budget draft resolution shall
ces. We mention some of such provisions provide:

below:

Approval of Budget!!: In order to
approve the General Budget in an
informed and responsible ma-
nner, the municipal legislatures
articulate a legislative process to
ensure that the Executive has
presented a balanced general
budget and that it meets all the
statutory requirements. The Exe-
cutive will begin to prepare a
budget no later than January of
each year; however, the Act
allows the mayor to present the
General Budget Resolution up
until May 31. Therefore, the
municipal legislatures are gran-
ted only thirteen (13) days to
evaluate budget resolutions, sin-
ce the budget must be approved
before June 13.

Budgets are required to include:

a) A mayor’s Budget Message
with an outline or description
of the budget’s financial
standards and a description of
the main aspects thereof, with
explanations and justifica-
tions. It shall also include a
list of capital works and
improvement projects for the
fiscal years and subsequent
years, in order of priority with
regard to the community’s
needs, as well as their sources
of financing.

11 1d. at § 4301.

(1) a complete financial plan
for the corresponding fiscal
year;

(2) a general summary of mu-
nicipal expenses for the
following fiscal year;

(3) a detailed estimate of the
resources to attend to mu-
nicipal expenses of wages,
fringe benefits, materials,
services, permanent works
and others;

(4) a comparative statement of
the appropriations propo-
sed, with those of the pre-
vious fiscal year;

(5) the Municipality’s opera-
tional budget may not
exceed the income state-
ments certified on the
audit reports or “single
audit”

(6) if the Municipality reflects
a surplus in the current
budget, it must use it to
amortize the accumulated
debt; and if no such deficit
has been accumulated, it
may use it for an Emer-
gency Fund.

c) A detailed Budgeting by Program

that includes the municipal
expenses, description and object-
tives of every program, subpro-
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grams or activities along with
their respective costs, a compa-
rative statement with the pre-
vious fiscal year, among other
information.

d) It shall be mandatory to include
in the general budget of muni-
cipal revenues and expenses the
allocations related to: interests,
amortizations and withdrawal
from the municipal public debt,
other statutory expenditures and
obligations, payment of court
judgments, the amount of deficit
of the previous fiscal year, con-
tracts that have already been
executed, and other operating
expenses.

This Act allows the Municipal Legis-
lature to amend the municipality’s gene-
ral budget draft resolution presented by
the Mayor in order to incorporate new
accounts, or decrease or eliminate
account assignments.

It is important to note that the law
establishes a clear and binding mandate
when it states that the budget must be
accessible to any person, including the
supplementary documents that have
served as basis for determining the
allocations and estimates of income to
be collected during the corresponding
fiscal year. Consequently, any person
should have the opportunity to be a part
of the supervision and control of the
operations of each municipality.

In this way, the Autonomous Munic-
ipalities Act establishes the specific
procedure as to how municipalities must

12 Section 4, Act No. 80 of August 30, 1991, as amended,
also known as "Municipal Revenues Collection Center
Act."

carry out, present, justify, approve, and
even amend their budgets. Likewise, it
includes provisions for mayors, officials
and employees related to the Legality
and Accuracy of Expenses, which are
subject to the provisions of the “Puerto
Rico Penal Code,” in any matter related
to the performance of their public,
administrative and fiscal functions.
They shall, likewise, produce and
submit all reports required by applicable
laws, ordinances, resolutions, regu-
lations, procedures and norms within
the term established thereby.

Municipal Revenues
Collection Center Act

Act No. 80 of August 30, 1991, as
amended, also known as Municipal
Revenues Collection Center Act (MRCC),
creates a municipal entity, independent
and separate from any other agency or
instrumentality of the Central Govern-
ment, and under the majority control of
the mayors. Its main objective is to
collect, receive and allocate real and
personal property taxes that correspond
to the municipalities.

This Act, on its own, welcomes one of the
principles of good governance: Citizen
Participation. The Act thusly creates the
“Citizen Participation Program for
Municipal Development.” This program
will be financed by the funds that the
Legislative Assembly allocates annually,
and by any other Federal and Central
Government contributions or programs
that are allocated to the MRCC to be
distributed among the municipalities in
a manner provided by the Act.12 The Act
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also establishes the Municipality’s re-
quirements to enable its implement-
tation.

Municipal License Tax Act

Act No. 82 of August 30, 1991, as
amended, also known as the “Municipal
License Tax Act,” grants the munici-
palities the discretion to increase the
maximum tax rate for the payment of
patents. Moreover, it allows and
provides for staggered rate increases,
and authorizes each municipality to
impose different rates or exempt from
payment thereof, according to the type of
industry or trade, business volume, or
geographical area where the economic
activity is located. This has the purpose
of stimulating the creation or expansion
of investment and development of
specific geographical areas that the
municipalities wish to rehabilitate.

Municipal Property Tax Act

Act No. 83 of August 30, 1991, as
amended, also known as the “Municipal
Property Tax Act of 1991” codifies in a
single statute all of the provisions
related to real and personal property
taxes, and transfers the total property
tax revenue to the municipalities.
Similar to the License Tax Act, this
legislation allows the municipality to
impose different taxes or exempt from
payment thereof, according to the type of
business or industry to which the
property is dedicated, or its geographical
location.
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METHODOLOGY
A. Design

This study was conducted with a mul-
tiple triangulation methodology that
combines several techniques for gathe-
ring information. The study combined
several data sources, theories and rese-

archers from multiple disciplines. This
methodology adds depth to the study. It
also allows to address possible differ-
rences between the results obtained.

Figure no. 1 below represents the main
elements of the methodology:

Figure No 1
Multiple Triangulation Methodology
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Rafael Durand Aldea, MBA

The research methodology is the process
responsible for developing information,
define and systematize the set of tech-
niques, methods and procedures to be
followed during the development of rese-
arch for the production of knowledge. It
aligns the way we focus research and the
way we collect, analyze and classify data
in order that the results are valid and
relevant and meet scientific standards
and requirements.

©AIl Rights Reserved 2016

This study employed a multiple trian-
gulation methodology as a method to
increase the validity and quality of the
research. Techniques for gathering in-
formation included: literature review;
documentary analysis (websites and
review of electronic documents delivered
by municipalities); analysis of financial
statements for the period 2010 to 2014;
questionnaire design; interviews and
panel of experts (peer review).
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Selection of the sample

Puerto Rico is territorially organized in
78 municipalities. For this research
study 30 municipalities or 38.46% of all
municipalities were selected. The rese-
arch team proceeded to organize the
selected municipalities into two groups.
As the criteria for grouping, population
and economic resources were used.
Thus, municipalities represented are
those whose population factors and
economic resources are at the outermost
ends of the values for each criterion.
This aims to explore the possible
relationship that may exist between
fiscal resources and the size of the
population with the willingness-dispo-
sition-readiness of a municipality to
make transparent and available all in-
formation and data relevant to citizens,
if any. Indeed, this is one of the research
questions raised by the study previous-

ly.

This mechanism allowed to select 15 or
19.2% of the municipalities of Puerto
Rico to form each of the two study
groups. In summary, these were grou-
ped in the fifteen (15) municipalities with
the highest population and economic
resources and the fifteen (15) munici-
palities with the lowest populations and
fiscal resources. This equity in the
selection of the number of munici-
palities, maintains a balance in obtain-
ning results for study; where none of the
groups sample selection, would direct
the results in one direction or another.

Design of the Instrument

The research instrument to carry out the
analysis of openness, willingness and
readiness of municipalities to disclose

all relevant information and certain and
timely data designed by the CGPC used
as reference the Transparency Interna-
tional questionnaire prepared by Spain
(TI -Spain).

The Municipal Transparency Index (ITA)
was prepared in accordance with the
principles formulated by Transparency
International. The ITA is used to mea-
sure the actual level of transparency and
information openness of the munici-
palities in Spain to citizenship. It con-
sists of a total of 80 indicators grouped
into six areas of transparency. TI-Spain
points out that these indicators are
clearly formulated, transferable and
applicable to other countries. There are
currently several projects in other
countries that have used some of these
indicators; for example Mexico (Univer-
sity of Guanajuato-Celaya) and Brazil
(Sao Paulo University). The methodology
and tool developed by TI - Spain is
original, it does not have legal protection
of authorship and is accessible on its
web portal. Reports on its results are
published on their website since 2008.

The instrument developed by the CGPC
research team adapted to the particu-
larities of Puerto Rico contains forty-five
indicators grouped into four main areas
related to transparency / accountability
and fiscal responsibility at the municipal
level. In addition, this form of investi-
gation was reviewed by a panel of
reviewers of the research project. In the
questionnaire design variables analysis
of the ITA related to indicators that
assess the Transparency Law in force in
the Country (section F) and the ques-
tionnaire items related to transparency
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legislation, that does not exist in Puerto
Rico, where excluded.

The questionnaire developed by the
CGPC to carry out this study consists of
four (4) main areas and a total of forty-
five (45) items or indicators related to
transparency/ accountability and fiscal
responsibility. The principal areas are:

1- Municipal organization

2- Relations with Citizens

3- Fiscal Transparency

4- Planning, Public Works and
Environment

Below, we briefly describe each

indicator:

1. MUNICIPAL ORGANIZATION

a. Mayor and Elected Officials:

1.

Biodata on the Mayor and
other elected officials (mu-
nicipal legislators).
Contact Information of the
Mayor and elected officials
(email, address, phone
number).

The salary of the Mayor
and payments received by
elected officials.

b. Municipal Structure:

The municipal organiza-
tion (including municipal
corporations).

Information about each
department, division or
office (including munici-
pal corporations); its pur-
pose, functions, services,

officials in charge and
contact information (e-
mail, address and phone
number).

The salary of officials in
charge of the departme-
nts, divisions or offices
(including municipal cor-
porations).

The Strategic Plan of the
Municipality (and its mu-
nicipal corporations) and
annual plans with specific
objectives and the term
provided for the achie-
vement of each of them.

Reports of Results related
to plan (which specific
objectives were achieved,
which ones are pending
and when will they be
achieved).

An accurate inventory of
municipal property (land,
structures, equipment,
vehicles and others).

c. Human Resources:

1. Employment structure,

the Classification and

Compensation Plan and
personnel regulations of
the municipality and its
municipal corporations.

. The list of positions of trust

with the name of the
official who occupies the
position and salary.
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3. Job offers in the muni-
cipality and its municipal
corporations.

d. Municipal Legislature:

1. The approved ordinances
and resolutions of the
municipality.

2. Minutes of the sessions of
the Municipal Legislature.

3. The sessions of the Muni-
cipal Legislature, which
citizens can see online and
videos of all prior sessions.

4. The Municipal Code of
Ethics applicable to the
Mayor, elected officials,
and all municipal employ-
yees (including municipal
corporations).

5. Judicial decisions affect-
ting the municipality and
its municipal corporations
are published.

. RELATIONSHIP WITH

CITIZENS

1.

2.

. Access via internet

The municipality has and
maintains current a web site
accessible to all citizens.

The Municipality web site
contains a specific section
dedicated to municipal trans-
parency and accountability.

b. Citizen Information:

1.

All services provided by the
Municipality and its munici-
pal corporations, their loca-
tion, available hours to the
public, email addresses and
phone numbers.

. Regulations and administra-

tive procedures, ordinances
and resolutions of the Muni-
cipality indicating its purpose,
process, terms and forms.

. Foreseeable situations in tra-

ffic flow, access, lock-outs or
other incidents affecting mu-
nicipal services communi-
cated to citizen in the media
(newspapers, radio ads and
other).

Environmental situations oc-
curring in the municipality
(air or water pollution, natural
disasters) continuously upda-
ted.

A specific for the dissemi-
nation of subjects, issues or
questions of organizations or
community associations spa-
ce.

A specific space in the web site
for discussion forums, citi-
zens' opinions and proposals.

c. Citizenship Inclusion

1.

There is a citizen’s partici-
pation and inclusion approved
bylaws published in the web
site.

. Information about community

or civic organizations and
their proposals, agreements
and periodic reports are publi-
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shed and reported on the

and its municipal corpora-

website. tions are published.

3. The involvement of citizens 3. A semi-annual report on the
and organizations in the municipal public debt com-
development of economic pared to the previous five
plans and municipal budgets fiscal years is published.
is encouraged. 4. The Budget Settlement Re-

4. Surveys and their results on port at the end of the fiscal
the quality and effectiveness year is published.
of municipal services are
published in the munici- c. Contracting Services:
pality’s web site.

1. Invitations to bid, propo-
4. FISCAL TRANSPARENCY sals or offerings are public-
shed in the media (news-

a. Budget Information: papers and others).

1. The proposed budget is pu- 2. Disclosure of officials who
blished prior to its approval part1.c1pgte in the .proposal
by the Municipal Legislature. or bidding evaluation com-

mittees that evaluate propo-

2. The budget of the munici- sals, recommend the selec-
pality and its municipal tion Qf a bidder, .or.partici-
corporations is published as pate in jche negotla.tlon and
approved by the Municipal contracting of services pro-
Legislature. cess.

3. All modifications to the ap- 3. The disclos.ure of all docu-
proved budget, including jus- ments received and the re-
tifications, supporting bud- portg generateq by the cva-
get amendments, are public- lFlatlon’ select1or.1, negot1g-
shed prior to their approval. tion and contracting commi-

ttees.

4. All financing, loans or obli- ) .

4. A list of municipal contrac-

gations to be incurred by the
municipality and the justi-
fications supporting its ap-
proval, are published prior to
their approval.

b. Income, Expenses and Debts:

1

2.

. Quarterly reports on reve-

nues and expenditures
compared to the approved
budget are published.

Audited Financial State-
ments of the Municipality

tors is published detailing
the work, service or project
they perform, the dollar
amount of the contract, the
objective of the work to be
done, the completion period
and the mechanisms con-
tainned for the performance
evaluation of the contractor.
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2. URBAN DEVELOPMENT, PUBLIC
WORKS, ENVIRONMENT

a. The Municipality’s Territorial
Plan:

1. Territorial Plan, its maps and
the current regulations on
urban development and ma-
nagement is published.

2. Policies and programs related
to the environment are pu-
blished.

3. Environmental impact stu-
dies regarding projects to be
developed in the municipality
are published.

4. All proposed amendments to
the Territorial Plan, maps and
regulations are published pri-
or to their approval.

B. DATA COLLECTION

The process of information and data
collection was conducted by Dr. Eneida
Torres and Mr. Rafael Durand supported
by three research assistants, the Mrs.
Rosa Ivette Santiago, Mrs. Carmen
Nieves and Mrs. Diana Calero. This
process included the search and review
of data and information available
through digital sources of municipali-
ties, in person or interviews in each of
the selected municipalities.

1- Corroboration of Data and
Information Availability

First stage

CGPC researchers will access the
web sites of each municipality and
confirm the availability of data and
information contained therein. For

each indicator, the following score
was awarded: two (2) points if the
data and information is published in
full in the electronic portal; one (1)
point if the data and information is
published incomplete or partially;
and zero (0) points if the data and
information is not available on the
website of the municipality.

Second Stage

Upon completion of the first stage
an interview with the mayor or a
designated representative will be
requested to discuss the relevant
information or data that is not
available on the Web site and
request a copy from the muni-
cipality. Said data or information
is to be provided by the muni-
cipality within a specific time
frame, usually two weeks from
the date requested.

Researchers will document re-
quests for interviews, follow-ups,
the content of the interview,
documents and data requested
and receipt thereof. In this second
stage the following score will be
awarded: one (1) point for each
item or report requested and
provided; zero (0O) points for data
or information requested and not
provided. The maximum total
requested data and reports is
twenty-eight (28). Similar to the
first stage the total score will be
represented in percentage terms.

This second stage is essential to
determine the level of willingness
or readiness of municipal officials
to disclose the information and
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data requested. For purposes of
this study failure to provide the
information and data requested is
classified as poor willingness and
readiness to act transparently
with regard to municipal affairs.

Ranking by Score

Researchers award scores to the
municipalities evaluated for the
two stages and develop a system
described by score achieved. In
the first stage where the
availability of data and informa-
tion on the municipality’s web
site is evaluated, municipalities
will be arranged from the
municipality with the highest
score (greater availability of data
and information on the Web site)
to the one with the lowest score
(lower availability of data and
information on the Web site).

In the second stage results of the
municipalities will be arranged to
present those with the higher
scores (more willingness to pro-
vide the data and information
requested) to those municipalities
with the lowest score (less
willingness to provide the data
and information requested).

3. Evaluation of Financial
Results

The financial results of the
municipalities indicate among
other things, if municipalities
have been fiscally responsible
when managing their limited
financial resources. Particularly

the municipalities’ budget plan-
ning of income and expenses, the
prudent use of scarce public
resources and the judicious use
of available financing. To perform
this analysis, researchers of the
CGPC requested to the munici-
pallities copies of the audited
financial statements for fiscal
years 2005 to 2014. In addition,
these same documents were re-
quested from other sources such
as the Office of the Comptroller
and the Office of the Commi-
ssioner Municipal Affairs (OCAM).

The four (4) financial criteria to
be considered in this analysis
are:

Criteria

1- The municipality met (or did
not meet) the authorized
income and expenditure bud-
get without incurring in
significant variations. For the
purpose of this analysis any
deviation of more than five
percent (5%) of the authorized
revenues and expenditures
budget is considered a signi-
ficant variation. Loans incu-
rred by the municipality to
cover operating costs is not
considered as income (refe-
rred to for purposes of this
study as "adjusted income").
Complying with the author-
ized budget without incurring
significant variations repre-
sents fiscally responsible ma-
nagement.
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2- The municipality generated

“adjusted income” equal to or
greater than expenditures inc-
urred in four (4) of the five
years evaluated. This repre-
sents responsible fiscal ma-
nagement.

The municipality did not incur
in loans to cover operational
expenses in at least four (4)
years of the evaluation period.
Payment of operational expen-
ses without wusing funds
arising from loans represents
a fiscally responsible beha-
vior.

The total debt of the muni-
cipality in bonds and long-
term notes is not increased
disproportionally to “adjusted
income” generated by the
municipality. For purposes of
this study to increase long-
term debt without a pro-
portional increase in “adjust-
ted income” undermines the
sustainability of municipal
finances and impairs the ab-

ility of the municipality to
meet its financial obligations.
Therefore, limiting the increa-
se in long-term debt to the
availability of additional “ad-
justed income” generated re-
presents a fiscally responsible
behavior.

. The result of the analysis of

the audited financial state-
ments of the selected munici-
palities, allows researchers to
differentiate between those
municipalities that have been
fiscally responsible during the
period 2010-2014 and those
municipalities that have not
been fiscally responsible.

. For the purpose of this study,

to meet three (3) or four (4) of
the criteria outlined above
constitutes adequate com-
pliance; to meet two (2) crite-
ria constitutes partial compli-
ance; and to meet one (1) or
none (0) of the criteria consti-
tutes a significant breach to
fiscal responsibility.
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SUMARRY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

A. Research Findings

The key findings of the research analysis
regarding municipal transparency, ac-
countability and fiscal responsibility
practices reveals that in order to enable
the public to accurately understand
what their government is doing,
information that is publicly disclosed
must be comprehensive in the sense
that it touches upon the issues
necessary to understand the actions
taken by the government. The study
emphasizes the role of transparency as
the bedrock principle for accountability
and fiscal responsibility of municipal
government and a more trustworthy
local government. Transparency must
be complemented by the establishment
of formal pathways through which the
public can consistently respond to
information they are provided. A key
requirement for these practices to
prosper is that Puerto Rico must adopt
an integrated fiscal responsibility
legislation as a first step to promote
order and discipline in the management
of municipal finances. The research
study also proposes the establishment of
a rigorous reporting requirement to
foster a more transparent budget
formulation process, improve the quality
of public spending, control the level of
indebtness and provide a framework to
improve public policy and weigh the
effects of fiscal decisions.

Specific findings are discussed below.

Legal Framework

1. The Autonomous Municipalities Act
of 1991 did not regulate the
obligatory nature of transparency,
accountability and fiscal responsi-
bility in Puerto Rico’s municipal
affairs.

This Act lacks a coherent legal fra-
mework that establishes the munic-
ipalities’ obligation to disclose to
citizens, entrepreneurs and investors
all relevant data and public informa-
tion before making decisions, and
actively engage social actors in this
process. This includes strategic plan-
ning processes, formulating budgets,
creating spaces for citizen partici-
pation, disclosing results, and gran-
ting general access to data and pu-
blic information.

These findings are similar to the
results obtained in the studies
conducted by the CPCG on the state
of transparency, accountability and
fiscal responsibility at the level of the
central government (2013, 2014).

2. There is no clear and concrete public

policy that establishes the normative
foundations of municipal transpa-
rency, accountability and fiscal res-
ponsibility. The scarce legal regula-
tions refer to these principles in a
disjointed manner.

3. When examining the legislation that

creates Autonomous Municipalities,
we find that it attempted to regulate
accountability and fiscal respon-
sibility as a measure to bring munici-
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palities closer to their citizens. How-
ever, it did not emphasize the rights
of citizens to access public infor-
mation, which promotes transpa-
rency, accountability and fiscal res-
ponsibility. Most municipalities have
not recognized the aforesaid as a
basis for their daily operations and
initiatives.

To this situation, we must add the
lack of an integrated legislation on
transparency, access to information
and accountability in public admi-
nistration that enforces and establi-
shes sanctions for non-compliance.
It is necessary, therefore, to establish
clear parameters of self-disclosure
that avoid having to make claims
through mandamus before the
judicial forum in order to enforce the
right of access to public information
and the fiscal accountability provi-
sions of the Autonomous Munici-
palities Act of 1991.

. Following international trends, Puer-
to Rico’s efforts to achieve a sound
administration must involve all levels
of government, and in turn be closely
coordinated between the central

government and the municipal gover-
nments.

If the government of Puerto Rico,
whether state or municipal, is sub-
ject to a common and coherent legal
framework on governance, transpa-
rency, accountability and fiscal
responsibility, a better public service
must be provided, one that is more
efficient, effective and superior in
quality.

In times when resources are more
limited, legislation on transparency
and accountability is key to achie-
ving economic development, prospe-
rity and society’s common good.

. When examining the contents of

Internet websites used by the muni-
cipalities to provide information to
the public, we found that only four
(4) municipalities, out of the thirty
(30) we evaluated, obtained percen-
tages higher than 20%. These are
Caguas, Bayamon, Aguadilla and
Guaynabo. This represents only
13.3% of the total municipalities
evaluated.
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Compliance of Municipalities with Transparency, Accountability and Fiscal
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6.

Municipal Transparency

The results obtained in the study
regarding the level of openness
and readiness to practice trans-
parency and accountability show
that municipalities obtained the
poorest results in the area of
fiscal transparency.

The area with the highest scores
was that of urbanism, public
works and environment. In this
area, four (4) municipalities achi-
eved the highest scores in the
evaluation process: Caguas (7-
5%), Guaynabo (62%), Aguadilla
(50%) and Bayamén (50%).

Graph No. 5
Compliance of Municipalities with Transparency, Accountability and Fiscal
Responsibility Criteria
First Stage
Evaluation of the Content in Website

Area of result- Urbanism, Public Works and Environment
(October-November 2015)

Percentage

Municipalities o
o

Caguas 75.0
Guaynabo 62.0

Bayamén 50.0
Aguadilla 50.0
Guanica 12.5
Rincén 12.5

Municipalities With
Lower Population

7. The results of the second stage ness to disclose the requested

(Request and Receipt of Docu-
ments, Reports and Data
Requested) indicate that only two
(2) municipalities showed the
openness, willingness and readi-

information and data: Caguas
(60.9%) and Aguadilla (56.5%).
The remaining twenty-eight (28)
municipalities did not respond to
the information and data request.
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Graph No. 6
Compliance of the Municipalities with Transparency, Accountability and Fiscal
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Caguas Aguadilla
Aguadilla Bayamaén
Bayamon 0 Guaynabo
Guaynabo 0 SanJuan
San Juan 0 Toa Baja
Toa Baja 0 Ponce

Ponce 0 Rincon

Rincén 0 Caro.lina
Carolina 0 Patillas

Patillas 0 J?:Z:

Jay_Uya 0 Rio Grande

Ceiba 0 Arecibo
Rio Grande 0 Hormigueros
Arecibo 0 Guénica
Hormigueros 0 Maunabo

Guanica 0 Ciales

Maunabo 0 Adjuntas

Ciales 0 Vega Baja
Adjuntas 0 Humacao
Vega Baja 0 Trujillo Alto
Humacao 0 Las Marias
Trujillo Alto 0 Toa Alta
Las Marias 0 Mayaguez

Toa Alta 0 Culebra
Mayagiiez 0 Maricao

Culebra 0 Vieques

Maricao 0 Florida
Vieques 0 Arroyo

Florida 0

I Arroyo 0 I

8. There are no specific, coherent
and consistent criteria that define
the content and quality of the
information that should be dis-
closed in the municipalities’ web-
sites. The analysis of the content
found therein shows that what is
mostly published is irrelevant
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9.

Municipalities With
Lower Population

data and information, and itine-
raries for entertainment activi-
ties.

When analyzing the results ob-
tained by the municipalities eva-
luated in the study regarding
their readiness for transparency,

14 Request and receipt of documents, reports and data requested November 2015-January 2016.
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10.

11.

12.

accountability and government
fiscal responsibility we found that
the municipalities of Caguas and
Aguadilla obtained the highest
scores in all three (3) of the eva-
luations: content of website, (2)
receipt of the requested docu-
ments, and (3) level of compliance
with the fiscal responsibility
criteria. No municipality fully
complied with the international
criteria used to analyze and
evaluate transparency and ac-
countability practices at the
municipal level.

The study shows that munici-
palities with higher population
obtain the highest scores in each
evaluation criteria. Regarding the
evaluation of the website content,
the ten (10) highest scores belong
to eight (8) of the municipalities
with the largest amount of
population and resources (80%),
Caguas and Aguadilla being the
ones with the highest scores. The
municipalities with lower popula-
tion within this group are Rincén
and Patillas.

The results indicate that munici-
palities with limited amount of
resources and lower population
hold the ten (10) lowest scores. In
turn, three (3) of the munici-
palities with higher population
obtained some of the lowest
scores: Mayagiiez, Toa Alta and
Humacao.

The study also found that seven
(7) municipalities do not meet any
of the four criteria established for

measuring fiscal responsibility
practices. Three of these (42.9%)
are municipalities with higher
population, namely Ponce, San
Juan and Trujillo Alto. The four
(4) municipalities with lower po-
pulation within this group are
Ceiba, Ciales, Florida and Mau-
nabo. These represent 57.1% of
the municipalities that do not
meet any of the four criteria.

Accountability in
Municipal Affairs

13.

14.

15.

Regarding accountability, the muni-
cipal administrations in Puerto Rico
show different degrees of compli-
ance with this important principle of
transparent and open governance.

The study found that there are
serious deficiencies in the develop-
ment of strategic plans and their
disclosure to the public as the first
instance of accountability.

Not all forms of accountability are
enacted in the Autonomous Munici-
palities Act of 1991, but the annual
budget results and outcomes are
included. The mayors fully comply
with the presentation of both re-
ports, but in most cases do not allow
their free inspection, even though
the law requires it. These docu-
ments are of a public nature, which
is why citizens have the right to
inspect them without the need to
justify their request.

When examining the provisions of
the Autonomous Municipalities Act
of 1991 regarding internal and ex-
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16.

ternal audits as an instance of
accountability, we found that these
are performed by different Certified
Public Accountants firms, namely
the internal audit, the external audit
and the audit performed by the
Office of the Comptroller of Puerto
Rico.

The Autonomous Municipalities Act
regulates the first two audits, and
the Constitution of Puerto Rico
regulates the third. Such audits are
performed in all of the munici-
palities, but only those performed by
the Comptroller’s Office are dis-
closed.

Both internal and external audits
are considered confidential and re-
main as such. The lack of disclosure
is a clear breach of the legal precept
that requires their placement in the
municipalities’ bulletin boards.

A priori, it is possible to infer that
mayors in some sense feel threa-
tened regarding the compliance with
this obligation, since these audits
illustrate their capabilities to mana-
ge municipal finances.

A key aspect arising from the
analysis of the current legislation

relates to the accountability of the
municipal official who is responsible
for the submittal of his personal
financial information to the Office of
Government Ethics.

In these reports, both mayors and
municipal officials whose functions
are directly related to the use of
public funds, have to report their
personal finances and those of the
members of their family unit.

These reports are considered confi-
dential, and can only be accessed if
there is evidence of the relevance of
the report in any administrative in-
vestigation or legal process.

Fiscal Responsibility

17. The evaluation of the Audited

Financial Statements of the selec-
ted municipalities points to three
(3) municipalities with adequate
scores related to fiscal respon-
sibility = practices: Guaynabo,
Hormigueros and Aguadilla.

It should be noted that Hormi-
gueros is one of the municipal-
lities with lower population.
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Graph No. 7
Analysis of the Municipal Financial Statements to Determine the
Reached Level of Fiscal Responsibility 2010-2014

RESULTS
Scores Level of Compliance

Aguadlz eSS Adequate

Guaynabo | Adequate

Hormigueros Adequate
Humacao Partial
Bayamon Partial
Adjuntas Partial
Carcling Partial
Culebra Partial
Las Marias Partial
Mayagiez I Partial
Rincdn Partial
VegaBaja I Partial
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Table 1
Consolidated Results of the Evaluation
Of Compliance With
Fiscal Responsibility Criteria

Municipalities With Higher
Population

Aguadilla

Criteria
(Score)

I1 111

Guaynabo

Humacao

Bayamoén

Carolina

Mayagiiez

Vega Baja

Arecibo

Caguas

Rio Grande

Toa Baja

Toa Alta

Ponce

San Juan
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Trujillo Alto

The municipality
complied with the
authorized budget
without incurring in
variations greater than
5% in at least four (4) of
the five (5) years
evaluated.

The municipality
generated adjusted
income equal to or
greater than its actual
disbursements in four
(4) of the five (5) years
analyzed.

The municipality did
not incur in loans
(Bonds and Notes) to
cover operational
expenses in at least
four (4) of the five (5)
years analyzed.

The total debt in long-
term bonds and notes
was not increased
disproportionately to
the adjusted income.
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Table 2

Consolidated Results of the Evaluation
Of Compliance With
Fiscal Responsibility Criteria

Municipalities With Lower
Population

Hormigueros

Criteria
(Score)

I1 111

Adjuntas

Culebra

Las Marias

Rincon

Arroyo

Guanica

Jayuya

Maricao

Patillas

Vieques

Ceiba

Ciales

Florida

||| ||| |COC|Ooc|oc|C| Ol

Maunabo

clo|lo|lo|loco|lo|lo|lc|lo|lolmr|lolo|mr]|m
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The municipality
complied with the
authorized budget
without incurring in
variations greater than
5% in at least four (4) of
the five (5) years
evaluated.

The municipality
generated adjusted
income equal to or
greater than its actual
disbursements in four
(4) of the five (5) years
analyzed.

The municipality did
not incur in loans
(Bonds and Notes) to
cover operational
expenses in at least
four (4) of the five (5)
years analyzed.

The total debt in long-
term bonds and notes
was not increased
disproportionately to
the adjusted income.
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RESULT CHART: ANALYSIS OF THE MUNICIPAL FINANCIAL STATEMENTS
2010 TO 2014

MUNICIPALITIES WITH HIGHER POPULATION

1. Dashboard Municipality of San Juan

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of San Juan

Comparative Graph of Budget,
Disbursements, Income, and Adjusted Income
Municipality of San Juan
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The municipal budget increased from $483.4 in 2010
to $499.8 million in 2012, and in 2014 decreased to
$476.7 million, which is equivalent to a 1.4%
reduction for the period. From 2010 to 2012, and in

2 2014, the actual disbursement was greater than
what was budgeted. Adjusted income was less than
what was budgeted in four (4) of the five (5) years
analyzed. In 2010, 2012, 2013, and 2014, the adjusted

income and actual disbursements exceeded 5% of
variance against what was budgeted. The
municipality incurred in debt from 2011 to 2014 in
Compliance Indicator order to cover operating expenses, for a total
- amount of $296.3 million. Long-term debt in Bonds
and Notes increased from $632.3 million to $881.3
Partially Complies million, a 39.4% increase, while adjusted income

1

Complies

decreased from $516.4 million in 2010 to $447.0

Does not Comply o X .
million in 2014, a 13.4% reduction.

©AIll Rights Reserved 2016



2. Dashboard Municipality of Bayamén

Comparative Graph of Budget, Comparative Graph of Income, Adjusted Income,
Disbursements, Income, and Adjusted Income Debt Incurred in Operations, and Bonds
Municipality of Bayamén and Notes Payable

Municipality of Bayamon
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The municipal budget increased from $115.4 in
2010 to $121.6 million in 2012, and in 2014 it
decreased to $120.1. From 2010 to 2012, and in
2013 the actual disbursement was greater than the
adjusted income. Income and disbursements were

higher than the budgeted figures by more than 5%

2
3 of variance every year analyzed. Adjusted income
increased from $124.2 million in 2010 to $129.9
4 million in 2014, a 4.6% increase. Long-term debt in

Bonds and Notes increased from $247.6 million in
Somplience icator 2010 to $290.4 million in 2013, and then decreased
- Compiies to $256.2 in 2014. This represents a 3.5% increase
Partially Complies for the period. The municipality did not incur in

- DR — debt to cover operational expenses during the
analyzed period.
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3. Dashboard Municipality of Carolina

Comparative Graph of Budget,
Disbursements, Income, and Adjusted Income
Municipality of Carolina
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Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Carolina
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The municipal budget increased from $99 million
in 2010 to $100.4 million in 2014. Actual
disbursement always exceeded the budgeted
figures, and on two occasions by more than 5% of
variance. From 2010 to 2011, and in 2014, the
actual disbursement was greater than the
adjusted income. Long-term debt in Bonds and
Notes increased from $331 million in 2010 to
$376.9 million, a 13.9% increase. In turn, the

adjusted income of the municipality increased
from $81.7 million in 2010 to $106.6 million, a
30.5% increase. The municipality incurred in debt

to cover operational expenses only in 2010.
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4. Dashboard Municipality of Ponce

Comparative Graph of Budget, Comparative Graph of Income, Adjusted Income,
Disbursements, Income, and Adjusted Income Debt Incurred in Operations, and Bonds
Municipality of Ponce and Notes Payable

Municipality of Ponce
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The municipal budget increased in 2010 from
- $101.9 million to $112.1 million in 2013 and later
decreased to $106.7 million in 2014, a 4.7%
increase for the period. Adjusted income was less
than what was budgeted for every year analyzed,
and with a difference higher than 5% of variance.
Actual disbursement was greater than budgeted
in 2010, 2014, and 2014. The adjusted income was
lower than disbursed every year evaluated. The
municipality incurred in debt to cover operating

Compliance Indicator

- Complies expenses in the years 2010, 2011, 2012 and 2014,
for a total amount of $54.6 million. Long-term

Partially Complies Bonds and Notes increased from $166.4 million in

2010 to $203.5 million, a 22.3% increase. This

- Does not Comply increase in long-term debt in Bonds and Notes

contrasts with the 11.5% increase in adjusted
income.
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5. Dashboard Municipality of Caguas

Comparative Graph of Budget,
Disbursements, Income, and Adjusted Income
Municipality of Caguas
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Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Caguas
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The municipal budget increased to $106.7 million
in 2010 and to $108.9 million in 2013, decreasing
to $105.7 in 2014, a reduction of less than 1% for
the period. The actual disbursement was less than
budgeted in four (4) of the years we analyzed,
except in 2013 when it exceeded by some $800
thousand. The adjusted income differed from
what was budgeted by more than 5% every year
analyzed. The adjusted income was less than the
disbursements in every evaluated year, except in
2014. The municipality incurred in debt to cover
operational expenses in each of the evaluated
years. Long-term debt in Bonds and Notes
increased from $229.7 million in 2010 to $268.9
million in 2014, a 17% increase and its adjusted
income increased from $85.7 million in 2010 to
$96.5 million in 2014, a 12.6% increase.
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Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Guaynabo
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6. Dashboard Municipality of Guaynabo

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Guaynabo
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The municipal budget decreased from $137.6
million in 2010 to $134.7 million in 2014. The
actual disbursement was greater than the budget
for the years 2010, 2011 y 2012. The adjusted
income was less than what was disbursed in 2010,
2011, 2012 and 2014. Every year, the variation of
the actual disbursements and adjusted income
compared to the budget was less than 5%. In no

year did the municipality incur in debt to cover

operational expenses. Long-term debt in Bonds
and Notes decreased from $291.7 million in 2010
to $270.2 million in 2014, a 7.4% reduction.
Adjusted income decreased from $135.9 million in
2010 to $131.2 million in 2014, a 3.5% reduction.
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7. Result Chart Municipality of Arecibo

Comparative Graph of Budget,

Disbursement, Income, and Adjusted Income

Municipality of Arecibo
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Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Arecibo
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The municipal budget was reduced from $45.1
million in 2010 to $38.1 million in 2014. The actual
disbursement was less than budgeted for 2010,
2011 and 2012, but not for 2014. We do not have
financial information for 2013. The adjusted
income was less than disbursed for 2010, 2011,
2012 and 2014. The actual disbursements and
adjusted income showed variations greater than
5% when compared to what was budgeted from

2010 to 2012. We do not have financial data for

2013. The municipality incurred in debt to cover
operational expenses in 2011, 2012 and 2014, for a
total amount of $13.9 million. Long-term debt in
Bonds and Notes increased from $50.1 million in
2010 to $60.7 million in 2014, a 10.6% increase. The
adjusted income decreased from $36.1 million in
2010 to $28.5 million in 2012, and later increased
to $39.3 million in 2014, an 8.9% increase for the
analyzed period.
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Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Toa Baja
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8. Dashboard Municipality of Toa Baja

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Toa Baja
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The municipal budget was reduced from $58.2
million in 2010 to $45.4 million in 2014, a 22%
reduction. The actual disbursement was less than
budgeted in 2010, 2013 and 2014. In 2011 and 2012,
the actual disbursement was greater than
budgeted. From 2010 to 2014, the municipality’s
adjusted income was less than its budget. The
adjusted income was less than what was
disbursed from 2010 to 2014. The municipality
incurred in debt to cover operational expenses
from 2010 to 2013, for a total amount of $76.5

million. Long-term debt in Bonds and Notes
increased from $97.3 million in 2010 to $122.1
million in 2014, a 25.5% increase. The adjusted
income increased from $28.8 million in 2010 to
$44.3 million in 2014, a 53.8% increase.
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9. Dashboard Municipality of Mayagiiez

Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Mayagliez
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The municipal budget increased from $67.8
million in 2010 to $73.1 million in 2014. The actual
disbursement was less than budgeted each of the
years analyzed, with a difference greater than 5%.
The adjusted income was less than budgeted, with
a difference greater than 5%. The adjusted income
was less than the actual disbursements in each of
the analyzed years. Debt was issued to cover
operational expenses in 2010, but not so from 2011
to 2014. Long-term debt in Bonds and Notes
increased from $105.6 million in 2010 to $136.4

million in 2014, a 29.1% increase. Adjusted income

increased from $53.6 million to $63.2 million, a
17.9% increase.
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Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Toa Alta
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10. Dashboard Municipality of Toa Alta

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Toa Alta
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The municipal budget was reduced from $20.9
million in 2010 to $18.7 million in 2013. There is no
financial  information for 2014. Actual
disbursement was less than budgeted for the
years 2010 to 2013. In 2011 and 2013, the variation
of actual disbursements was greater than 5%
when compared to what was budgeted. The
adjusted income was less than the actual
disbursements in each of the years analyzed. The
municipality incurred in debt to cover operating
expenses in 2011, but not so in 2010, 2012 and
2013. Long-term debt in Bonds and Notes
increased from $19.7 million in 2010 to $31.4

million in 2013, a 59.4% increase. Adjusted income
increased from $16.8 million in 2010 to $17.5
million in 2013, a 4.2% increase.
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11. Dashboard Municipality of Trujillo Alto

Comparative Graph of Budget, Comparative Graph of Income, Adjusted Income,
Disbursement, Income, and Adjusted Income Debt Incurred in Operations, and Bonds
Municipality of Trujillo Alto and Notes Payable
Municipality of Trujillo Alto
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The municipal budget increased from $24.7
2 million in 2010 to $29.1 million in 2014. Actual
disbursement was less than budgeted for all years
analyzed, varying more than 5%. Likewise,
adjusted income varied in each year by more than
5%. The adjusted income was less than the actual

disbursement for all years analyzed. The
municipality incurred in debt to cover operational
expenses in 2011, 2013, and 2014, for a total
- Comples amount of $3.9 million. Long-term debt in Bonds

Compliance Indicator

and Notes increased from $45.4 million in 2010 to
$56.9 million in 2014, a 25.3% increase. Adjusted
- Does not Comply income increased from $23.6 million in 2010 to
$24.6 million in 2012, and later decreased to $22.5

Partially Complies

million in 2014. This represents an 8.5% reduction

for the period.
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Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Aguadilla
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12. Dashboard Municipality of Aguadilla

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
Municipality of Aguadilla
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The municipal budget increased from $27.5
million in 2010 to $28.3 million in 2014. The actual
disbursement was less than budgeted for 2010,
2011, 2012, and 2013. Differences were greater
than 5% on two occasions. The adjusted income
was greater than the actual disbursement from

2011 to 2014. The municipality incurred in debt to
cover operational expenses in 2010. Long-term
debt in Bonds and Notes increased from $79.9
million in 2010 to $81.9 million in 2014, a 2.5%
increase. Adjusted income increased from $25.7
million in 2010 to $31.3 million in 2014, a 21.8%
increase.
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13. Dashboard Municipality of Humacao

Comparative Graph of Budget,
Disbursement, Income, and Adjusted Income
Municipality of Humacao
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The municipal budget increased from $40.5
million in 2010 to $45.2 million in 2014. The actual
disbursement was greater than budgeted in 2010,
2012y 2013. The adjusted income was greater than
the actual disbursement in 2010, 2011 and 2014.
The adjusted income and actual disbursements
exceeded the 5% budget variance in 2011. The
municipality did not incur in debt to cover

operational expenses during the years analyzed.

Long-term debt in Bonds and Notes decreased
from $69.8 million in 2010 to $67.3 million in 2014,
a 3.6% reduction. Adjusted income increased
from $41.4 million in 2010 to $48.7 million in 2014,
a 17.6% increase.
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14. Dashboard Municipality of Vega Baja

Comparative Graph of Income, Adjusted Income,
Debt Incurred in Operations, and Bonds
and Notes Payable
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The municipal budget increased from $19.1
million in 2010 to $21.6 million in 2014. The actual
disbursement was less than budgeted for 2010,
2011, 2012 and 2013. The adjusted income was
greater than the actual disbursement in 2011, 2012
and 2014. The adjusted income exceeded the 5%
budget variance in 2013. The municipality

incurred in debt to cover operational expenses in
2012 and 2013, for a total amount of $2.4 million.
Long-term debt in Bonds and Notes increased
from $43.0 million in 2010 to $47.2 million in 2014,
a 9.8% increase. Adjusted income increased from
$18.2 million in 2010 to $22.9 million in 2014, a
25.8% increase.
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The municipal budget increased from $17.8
million in 2010 to $21.1 million in 2014. The actual
disbursement was less than budgeted for 2012,
2013 and 2014. Adjusted income was less than
what was disbursed in 2011, 2012 and 2014. Every
year analyzed, the adjusted income exceeded the
5% variance when compared to the budget. The
municipality incurred in debt to cover operational
expenses in 2011, for a total amount of $4.3
million. Long-term debt in Bonds and Notes
increased from $26.9 million in 2010 to $31.0

million in 2014, a 15.2% increase. Adjusted income
increased from $18.9 million in 2010 to $19.4
million in 2014, a 2.6% increase.
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16. Dashboard Municipality of Arroyo
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2 The municipal budget increased from $8.3 million
in 2010 to $9.9 million in 2014. The actual
disbursement was greater than budgeted in 2012,
2013 and 2014. From 2010 to 2013, the adjusted
income was less than what was disbursed. In 2011
and 2012, adjusted income exceeded the 5%
budget variance. The municipality incurred in

debt to cover operational expenses in 2010 and
2011, for a total amount of $2.0 million. Long-term
- Complies debt in Bonds and Notes increased from $9.9
million in 2010 to $10.9 million in 2011, and later
decreased to $9.6 million in 2014, a 3% reduction
- T —— for the analyzed Period. Adjusted ‘ir‘mon‘w

increased from $8.2 in 2010 to $10.0 million in
2014, a 22% increase.

Compliance Indicator

Partially Complies
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17. Dashboard Municipality of Adjuntas
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The municipal budget increased from $8.1 million
in 2010 to $8.6 million in 2014. The actual
disbursement was greater than budgeted in 2011,
2012 and 2013. The adjusted income was greater
than what was disbursed in 2010, 2011, 2013 and
2014. Adjusted income exceeded the 5% budget
variance in 2011 and 2013. The municipality did

not incur in debt to cover operational expenses
during the analyzed period. Long-term debt in
Bonds and Notes increased from $6.8 million in
2010 to $18 million in 2014, a 165% increase.
Adjusted income increased from $8 million in
2010 to $8.7 million in 2014, an 8.8% increase.
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18. Dashboard Municipality of Patillas
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The municipal budget increased from $9.3 million
in 2010 to $13.1 million in 2013. There is no
financial information for 2014. The actual
disbursement was less than budgeted in 2011,
2012 and 2013. The adjusted income was less than
what was disbursed in each of the four (4) years
we analyzed. The adjusted income and actual
disbursements exceeded the 5% budget variance

in each of the four (4) years we analyzed. The

municipality incurred in debt to cover operational
expenses in 2012, for a total amount of $835
thousand. Long-term debt in Bonds and Notes
increased from $10.9 million in 2010 to $15.9
million in 2013, a 45.9% increase. Adjusted income
decreased from $8.8 million in 2010 to $7.2 million
in 2012, and later increased in 2013 to $9.9 million.

This represents a 12.5% increase for the period.
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19. Dashboard Municipality of Guanica
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The municipal budget increased from $11.1
million in 2010 to $12.1 million in 2014. The actual
disbursement was less than budgeted in 2010,
2011 and 2012. The adjusted income was less than
what was disbursed in 2011, 2012, 2013 and 2014.
Adjusted income and actual disbursements
exceeded the 5% budget variance in each of the
years we analyzed. The municipality did not incur

in debt to cover operational expenses during the

analyzed period. Long-term debt in Bonds and
Notes increased from $77.1 million in 2010 to
$117.8 million in 2014, a 52.8% increase. Adjusted
income increased from $10.1 million in 2010 to
$11 million in 2014, an 8.9% increase.
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20. Dashboard Municipality of Ciales
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The municipal budget increased from $10.6
million in 2010 to $12.2 in 2013, and later
decreased to $10.5 in 2014. The actual
disbursement was less than budgeted in each of
the years analyzed. The adjusted income was less
than what was disbursed in 2010, 2012, 2013 and
2014. Adjusted income and actual disbursements
exceeded the 5% budget variance in each of the
years analyzed. The municipality incurred in debt
to cover operational expenses in 2010, 2011 and
2012, for a total amount of $6 million. Long-term
Bonds and Notes debt increased from $6.2 million
in 2010 to $10.3 million in 2012, and later
decreased to $8.7 million in 2014, a 40.3% increase
for the period. Adjusted income increased from
$6.4 million to $8.2 million in 2014, a 28.1%
increase.
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21. Dashboard Municipality of Hormigueros
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2 The municipal budget increased from $9.5 million

in 2010 to $10.7 million in 2014. We do not have

; » financial information for 2012. The actual
disbursement was greater than budgeted in 2010

0 and 2011. The adjusted income was greater that
4 what was disbursed in each of the years we

analyzed. The adjusted income and actual

disbursements exceeded the 5% budget variance.

Compiance Indosor The municipality did not incur in debt to cover

‘ Complies operational expenses. Long-term debt in Bonds

and Notes decreased from $16.2 million in 2010 to
Partially Complies $14.3 million in 2014, an 11.7% reduction.

| Adjusted income increased from $10.3 million in
| LN )10 (0 5105 million in 2014, 2 4.9% increase.
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22. Dashboard Municipality of Jayuya

Comparative Graph of Income, Adjusted Income,
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and Notes Payable
Municipality of Jayuya

TEM )

':: —

™

()

T T T
018 2011 o012 ona 2004

£ ICome £ Adusted Income £ Dabl Inswred for Operations
«» Bonds and Motes Payable

The municipal budget increased from $7.7 million
in 2010 to $8.6 million in 2014. The actual
disbursement was greater than budgeted in each
of the years analyzed. The adjusted income was
greater than what was disbursed in 2010, 2012 and
2014. The adjusted income and actual
disbursements exceeded the 5% budget variance
in each of the years analyzed. The municipality
did not incur in debt to cover operational
expenses. Long-term debt in Bonds and Notes
increased from $6.7 million in 2010 to $11.2

million in 2014, a 67.2% increase. Adjusted income
increased from $8.3 million in 2010 to $9.7 million
in 2014, a 16.9% increase.
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23. Dashboard Municipality of Rincén
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The municipal budget increased from $8.3 million
in 2010 to $9.2 million in 2014. The actual
disbursement was less than budgeted in 2011,
2012, 2013 and 2014. The adjusted income was
greater than what was disbursed in each of the
years analyzed. The adjusted income and actual
disbursements exceeded the 5% budget variance
in 2010, 2013 and 2014. The municipality did not

incur in debt to cover operational expenses. Long-

term debt in Bonds and Notes increased from $7.3
million in 2010 to $ 9.4 million in 2014, a 28.8%
increase. Adjusted income increased from $9.3
million in 2010 to $9.7 million in 2014, a 4.3%
increase.
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24. Dashboard Municipality of Florida
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The municipal budget increased from $7.1 million
in 2010 to $8.0 million in 2014. We do not have
financial information for 2013. The actual
disbursement was less than budgeted in 2010,
2011 and 2014. The adjusted income was greater
than what was disbursed in 2010, 2011 y 2014. The
adjusted income and actual disbursements
exceeded the 5% budget variance in each of the
years analyzed. The municipality incurred in debt
to cover operational expenses in 2012, for a total

Compliance Indicator amount of $3.1 million. Long-term debt in Bonds
and Notes increased from $770 thousand in 2010
-‘ Complies to $4 million in 2014, a 419.5% increase. Adjusted

income decreased from $7 million in 2010 to $4
Partially Complies million in 2012, and later increased to $8 million

in 2014, a 14.3% increase.
-‘ Does not Comply
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25. Dashboard Municipality of Maunabo
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The municipal budget increased from $7.2 million
in 2010 to $11 million in 2014. The actual
disbursement was less than budgeted in 2011,
2012 and 2014. The adjusted income was less than
what was disbursed in each of the years analyzed.
The adjusted income and actual disbursements
exceeded the 5% budget variance in each of the
years analyzed. The municipality incurred in debt
to cover operational expenses in 2010, 2012 and
2014, for a total amount of $4.5 million. Long-term
debt in Bonds and Notes increased from $8
million in 2010 to $13.6 million in 2014, a 70%
increase. Adjusted income decreased from $6.1
million in 2010 to $5.3 million in 2014, a 13.1%
reduction.
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Municipal budget increased from $8.1 million in
2010 to $9.7 million in 2013. We do not have
financial information for 2014. The actual
disbursement was less than budgeted in each of
the four (4) years analyzed. The adjusted income
was greater than what was disbursed in 2012 y
2013. The adjusted income and actual
disbursements exceeded the 5% budget variance

in 2010, 2012 and 2013. The municipality incurred
in debt to cover operational expenses in 2013, for
a total amount of $2 million. Long-term debt in
Bonds and Notes increased from $2.6 million in
2010 to $8.5 million in 2013, a 226.9% increase.
Adjusted income decreased from $6.2 million in
2010 to $5.9 million in 2013, a 4.8% reduction.
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27. Dashboard Municipality of Las Marias
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O Debt incurred for Operations

The municipal budget increased from $6.5 million
in 2010 to $7.2 million in 2014. The actual
disbursement was less than budgeted each of the
years analyzed. The adjusted income was greater
than what was disbursed in 2010, 2013 and 2014.
The adjusted income and actual disbursements
exceeded the 5% budget variance in 2010, 2012,
2013 and 2014. The municipality did not incur in
debt to cover operational expenses during any of

the years analyzed. Long-term debt in Bonds and
$11.2 million to $10.3
million, an 8% reduction. Adjusted income
decreased from $7.5 million in 2010 to $7.2
million, a 4% reduction.

Notes decreased from
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28. Dashboard Municipality of Vieques
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> The municipal budget increased from $11.3

million in 2010 to $11.9 million in 2014. The actual
disbursement was greater than budgeted in 2011,
2012 and 2013. The adjusted income was less than
what was disbursed in 2010, 2011, 2012 and 2013.
The adjusted income and actual disbursements

Compliance Indicator exceeded the 5% budget variance in each of the
years analyzed. The municipality incurred in debt
- Complies . .
to cover operational expenses in 2012, for a total

Partially Complies amount of $676 thousand. Long-term debt in

Bonds and Notes increased from $9.6 million in
- EOETOtcouy 2010 to $11.7 million in 2014, a 21.9% increase.

Adjusted income increased from $9.6 million in
2010 to $10.6 million in 2014, a 10.4% increase.
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29. Dashboard Municipality of Maricao
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The municipal budget increased from $5.6 million
in 2010 to $6.1 million in 2014. The actual
disbursement was less than budgeted in 2010,
2011, 2012 and 2013. The adjusted income was less
than what was disbursed in 2010, 2011 and 2014.
The adjusted income and actual disbursements
exceeded the 5% budget variance in 2012 and
2014. The municipality did not incur in debt to
cover operational expenses during the years
analyzed. Long-term debt in Bonds and Notes
increased from $9.9 million in 2010 to $14.4. This
represents a 27.3% increase for the analyzed
period. Adjusted income increased from $5.4
million in 2010 to $6 million in 2014, an 11.1%
increase.
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The municipal budget increased from $4.2 million
in 2010 to $4.7 million in 2014. The actual
disbursement was less than budgeted every year
analyzed. The adjusted income was greater than
what was disbursed in 2010, 2011 and 2014. The
adjusted income and actual disbursements
exceeded the 5% budget variance in each of the
years analyzed. The municipality did not incur in
debt to cover operational expenses during the

years analyzed. Long-term debt in Bonds and
Notes decreased from $3.1 million in 2010 to $2.3
million in 2014, a 25.8% reduction. Adjusted
income increased from $3.6 million in 2010 to $4.9

million in 2014, a 36.1% increase.
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B. Concluding Remarks

Building upon the main findings of the
study the research team emphasizes the
role of transparency as a bedrock
principle for accountability and fiscal
responsibility in local government and a
more trustworthy municipal govern-
ment. A key implication for practices to
foster is that a culture of good
governance in local government should
be anchored to a common and coherent
legal framework on transparency,
accountability and fiscal responsibility.

The research team proposes that diverse
pressures toward greater transparency
from all sectors is likely to drive the
adoption of a comprehensive legal
framework and the use of a new
generation of performance information
by different local actors. The financial
crisis, the deteriorated economic enviro-
nment and the weak administrative
governance of local authorities’ imposes
upon municipalities new pressures to
demonstrate their contribution to
citizens wellbeing and prosperity.

Taken together, a key implication for
these practices to foster is that effective,
efficient, and equitable delivery of public
information necessitates the careful
cultivation of a network of third party
actors (e.g., universities or nonprofits),
who are persived as credible by both
citizens and local government. By
establishing such a network of credible
institutions to disseminate government
information, it is possible for local
governments to capitalize upon the
ability of these organizations to effect-

tively communicate the relevance of
information pertaining to their local
government to different segments of the
community, while at the same time
creating the potential for citizens to
evaluate information more objectively.

When applying the transparency, ac-
countability and fiscal responsibility
indicators to the municipalities of Puerto
Rico, we observe that there is great
dispersion in the total score on the levels
of readiness to implement good
governance practices. This highlights
the municipalities’ levels of openness
and readiness in carrying out their
functions. Likewise, the contrast
between two points of views stands out:
on the one hand, the view of the
municipality as the government closest
to the people, and on the other hand, the
reality of a government absorbed by the
vagueness of norms and procedures,
and insufficient resources that ensure
that municipal governments and its
officials inform, explain and justify their
actions to the citizens.

From the previously identified key
findings, we can draw the following
conclusions:

Legal Framework

1. The Autonomous Municipalities
Act of 1991 does not establish
clear and compelling parameters
related to the principles of
municipal fiscal responsibility,
transparency and accountability.



2. There are no specific, coherent

and consistent criteria that define
the content and information that
should be disclosed on the
municipalities’ web sites.

Municipal Transparency

. There are no municipal ordinan-
ces that regulate the obligation to
disclose public information espe-
cially regarding budgets, budget
ammendments, income and ex-
pense reports, transfer of funds,
purchases, contracts, and other
documents essential to good mu-
nicipal governance.

. The poor results obtained by
municipalities in the evaluations
measuring transparency, accoun-
tability and fiscal responsibility
practices are mainly due to the
absence of a legal framework that

obligates municipalities to
disclose all public information to
citizens, entrepreneurs  and
investors.

The limited disclosure that does
exist is due to audit processes
and the evaluation of the
municipality’s compliance with
laws and regulations focused on

The lack of transparency in
municipal affairs hinders the
accountability processes, poin-
ting out too late the officials
responsible for those actions or
omissions that affected public
funds.

. The majority of the municipalities

(50% did not accept to be
interviewed, and 93.3% did not
provide the information, docu-
ments and data requested) sho-
wed little willingness to change
their relationship with citizens by
making information and relevant
documents transparent and crea-
ting opportunities for citizen par-
ticipation in the decision-making
process.

. The results of the study show that

the majority of the municipalities
with lower population and resour-
ces tend to be less prepared to
adopt transparency practices,
whereas municipalities with hig-
her populations and resources
display more readiness to adopt
transparency practices. There
were minor exceptions in both
groups.

Accountability in Municipal

elements of accountability. Government

These efforts take place after 7. Not all forms of accountability are

municipal actions have happe-
ned; actions, decisions, inten-
tions and expected results that
were not properly disclosed to
citizens prior to their occurrence.

contained in the Autonomous
Municipalities Act. When analy-
zing the current legislation, we
find that only the presentation of
the approved budget and
activities report is regulated by
the Act.
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8. The second instance of accoun-

tability found in the Autonomous
Municipalities Act is the internal
audits, external audits and the
audit performed by the Office of
the Comptroller of Puerto Rico
(OCPR). Only the audits perfor-
med by the OCPR are published.

Fiscal Responsibility

9. The municipalities in Puerto Rico

do not practice the internationally
established principles for the
transparency of budgets, that is,
the management of budgets is not
exercised in accordance with
open budget standards. This does
not allow the involvement of
citizens and all social actors in
the formulation of the municipal
budget and its control.

10.When analyzing the income gene-

rated by licenses and other
municipal taxes resulting from
the audited financial statements
review process, we can conclude
that in the present resource
constraints scenario at the state
level, it is wunlikely that some
municipalities with lower popula-
tions and resources will be able to
cover their operational expenses
and, consequently, continue to
provide services to its citizens.

Moreover, the capability of some
municipalities with lower popu-
lation and resources to continue
their operations without receiving

special legislative or central

government funds is question-
nable.

The public discussion on redu-
cing the number of municipalities
in Puerto Rico will increase with
the inability of some munici-
palities to continue their opera-
tions without state financial a-
ssistance.

C. Recommendations

Specific

1.

It is necessary to formulate and
adopt an integrated and coherent
legal framework, and the public
policies needed to successfully
implement transparency, accoun-
tability and fiscal responsibility
strategies at the municipal level
as a tool to generate better results
(that meet the needs of the
citizens) and procure the prudent
use of public resources.

This will also require the
development of processes and
procedures and that preserve and
improve them over time. These
will need to be supervised by the
Office of the Comptroller of Puerto
Rico and the Office of Govern-
ment Ethics so that they may be
successfully implemented as
soon as possible.

. It is essential to articulate and

implement a system of transpa-
rency and accountability, and
fiscal responsibility in municipal
affairs anchored in international
principles.
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. It is fundamental to develop stra-
tegies to strengthen transpa-
rency and accountability in the
fiscal area as a means to improve
the prudent wuse of public
resources.

. Itis necessary to strengthen tech-
nological systems and websites as
tools for the transparency of all
public information related to the
results of municipal affairs and
the use of public resources.

. Itis necessary to make the budget
process transparent and involve
citizens in the development of
open budgets as a means to
improve the fiscal health of the
municipalities.

. Information infrastructure must

be strengthened and data quality
improved as a basis for gene-
rating relevant and substantive
information to support decision-
making and improve the response
to citizens’ needs.

. It is necessary to create new
legislation to improve accoun-
tability and the active involve-
ment of citizens. Although me-
chanisms for accountability and
citizen participation have been
created in Puerto Rico, these have
not been entirely effective. What
is established in the Autonomous
Municipalities Act lacks justify-
cation, is obsolete and has not
yielded the expected results.

. In the area of financial reporting,
it is necessary that all elected
officials openly disclose their

10.

personal financial reports. To this
end, the Office of Government
Ethics must adopt regulations in
order to provide citizens with an
opportunity to inspect the
financial reports of mayors and
other elected officials so that any
irregularities can be detected.

. Regarding internal and external

audits, it is necessary to amend
the Autonomous Municipalities
Act to compel their disclosure
through the Internet so that
citizens have access to them
without the need to request
authorization or justify their
interest.

Carry out future studies using
the methodology on this study,
applied to all 78 municipalities. In
addition, the municipal reform
initiatives in all their modalities
that are currently discussed in
the legislature should consider
the results of this study.

General

1.

It is urgent that the municipal
governments commit themselves
to the principles of transparent
and open governance. Even
though fiscal autonomy greatly
defines the administrative compe-
tencies of the municipalities,
coordination with the central
government is essential in finding
the right solutions to the problem
of corruption.

Isolated and fragmented legisla-
tions directed only at central
government agencies are not
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sufficient if we want transparency
and accountability practices to
become the guiding forces of any
government endeavor.

. The serious financial constraints

currently faced by the central
government and the Government
Development Bank prevent the
continuation of fiscal assistance
to municipalities with limited
resources.

This will expand the discussion to
generate alternatives (console-
dation, grouping or elimination of
municipalities, among other mo-
dalities) to address the financing
of the services that these muni-
cipalities provide to citizens.

Whichever may be the solution to
this situation, it is crucial to
enact legislation on transparency,
accountability and fiscal respon-
sibility that guarantees citizens
that the solution adopted will
achieve the expected results and
will be sustainable in the short
and long term.

. There is a significant need to
foster educational programs to
develop technical and behavioral
skills regarding transparency,
openness, good governance and
the transparent management of
citizens’ public information req-
uests.

In is necessary to change the
organizational values in which
secrecy and absolute claims of
confidentiality prevail, and give

way to transparency and munici-
pal accountability.

The analysis and disclosure of
public information contributes to
greater transparency and ac-
countability in the municipal
sector, allows evaluating the
effective use of fiscal resources,
and encourages the leadership to
be more effective and act
efficiently in the use of resources.
It also permits the identification
of areas more susceptible to
errors and mistakes.

4. Puerto Rico must urgently trans-
form its administrative culture
and public affairs management,
both at the state and municipal
levels.

In sum, the fiscal crisis in Puerto
Rico which started in 2006 has had
significant implications for the eco-
nomy, the capacity to access finan-
cing and placing public finances on
severe constrain the crisis has also
impacted local governments forcing
them to be more transparent in the
management of public resources. In
recent times, there is an ongoing
pressure to adopt transparency as a
good governance strategy for
improving good governance in public
administration. Transparency has
become an important source for
citizens to better understand public
policies, increase public trust,
reduce corruption and hold officials
accountable for their actions and the
resulting outcomes.

This research has pointed to further
possibilities for the analysis of
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transparency, accountability and transparency indexes, such as

fiscal responsibility in local govern- Transparency Spain.
ment in the future. The set of moni- o o
tored indicators applied by the CGPC Building upon the research findings,

the research team has articulated a
Conceptual Framework of the Trans-
parency, Accountability, and Fiscal
Responsibility Management System
in Municipal Government

research team can be extended to the
78 municipalities in Puerto Rico. The
same analytical framework can also
be applied not only to municipalities
but also to other levels of govern-
ment. Further research is needed to
assess the extended set of para-
meters applied in other municipal

Figure No. 2 Conceptual Framework

System of Municipal Transparency,
Accountability and Fiscal Responsibility

System Processes/Protocols Methodology/Handbooks/
Components Mechanisms/Tools Training/Technical Assistance

1. Transparency Law . Legislation Model
2. Regulations « Regulation Model

3. Ordinances * Ordinances Model
4. Collaborative Agreements

Legal Framework
Municipal
Transparency

. 1. OB Systematization Process
Municipal 3 08 Ninoe eraaments Open Budget Handbook
Transparency 3. OB Municipal Commission * Municipal Agreement Model
4. OB Approval

5. OB Implantation

Open Budgets

Transparency and 1. Websites

2. Disclosure Mechanisms * Transparency and Accountability Handbook

ACCQSS to MuniCipal X " o . Website Template Design
3. Public Information Provision

Pub“c |nfo rmation « Procedures Handbook for the Disclosure

Tools and Provision of Information

1. Clear Fiscal Procedures

Municipal
s 2. Audit Committee
Accountability and ! * Audit Handbook
3. System of Community and

» Fiscal Procedures Guide

* Community and Business Engagement

i nsibilit . ar
Fiscal Respo = y Business Associations Management Handbook
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