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Introduction

This survey on decentralization conducted by the OSCE Spillover Monitor Mission to
Skopje’s Public Administration Reform Department (PARD) is a follow up to the
study presented in 2006 The objective of this survey is to compile a brief overview
of the current state of affairs, as well as to indicate possible areas for future activities
to be supported by the OSCE and other relevant stakeholders within the International
Community.

The survey was conducted in the course of July 2007. It consists of a general
questionnaire dedicated primarily to the general state of affairs regarding the
assumption of the additional competencies and implementation of communal
functions, and a sub-questionnaire related to fiscal decentralization and municipal
financial management. Respectively, this report is also divided in two parts. The
questionnaires were distributed to all municipalities, and more than 90 per cent
submitted their responses.

Along with a general overview of the current situation the first questionnaire covers
issues of urban planning, communal services, education, local economic development,
citizen participation (with special attention to equal opportunities and municipal
committees for inter-community relations), municipal supervision, and inter-
municipal cooperation.

The sub-questionnaire on the fiscal decentralization and municipal financial
management addresses several components of this municipal function, including a
brief overview of the current state of fiscal regulations, the structure of municipal
revenues and expenditures, the budgeting process, administration of local taxes,
internal control and audit, and capacity building needs.

A chapter referring to citizens’ views on the process of decentralization has been
included in this year’s survey. The methodology used included a telephone poll
commissioned by the Mission from Brima Gallup - Skopje. The poll incorporates a
representative sample of 1208 persons selected upon a standard polling procedure.
The field work of the survey took place between the 3 and 7 July 2007.

As it was the case for the 2006 survey, the methodology employed in this survey is
designed to provide information on the internal assessment of the situation by the
municipal leadership and administration and also to test to what extent they
themselves understand the general overview of the facts and features of the current
reforms. Most of the results in the report are not focused on accurate statistical data
of individual cases, but concentrate instead on revealing general trends in the
decentralization process. The figures presented in this report are not intended for
comparison with official statistics from the government or other sources.



Table of contents

Part 1 — Implementation of the Process of Decentralization

1) General State of Affairs...........cccovviii il L
2) CitiZeNS” PErCEPLION. .. c. e ettt e e et re e aeaas 5
3) Urban Planning.........oouoe o e 10
4) CommuUNAl SEIVICES. ... vttt et e e e e e e 15
5) Local Economic Development............ccooeiiiiiiiiiiiiii e 21
6) EAUCALION. ... 25
7) Citizen PartiCipation... ... ..o vuie it e e e, 27
— Committees on Inter Community Relations....................ccooenne 30
— Equal Opportunities...... ..o e e 34
8) Inter-municipal cooperation...........c.coovi i, 38
9) Municipal SUPEIVISION. .. ... c.ieie e et e e e e e e ee e 43
Part 2 — Fiscal Decentralization
1) Current State of Affairs.. e AT
2) Main Amendments to the Flscal Regulatlons PR o
3) The Structure of Municipal Revenues and Expendltures .................. 50
4) Fulfilling Responsibilities under the Decentralized Competencies......54
5) BUAQELiNG PrOCESS. .. .. et e e e e e e e e 55
6) Administration of LOCal TaXeS........oveuuiriieiiiiie e e 65
7) System of Internal Control and Internal Audit...................c........ 71
8) Needs for Capacity Building in the Fiscal Area........................... 73

9) Conclusions and Recommendations.............covvevviiieeiie e e ennnn.

RETEIENCES. .. .o e e e e e e e e e e e e e e e e e e



Part |

Implementation of the Process of Decentralization






OSCE SMMS Public Administration Reform — Survey on decentralization 2007

1. GENERAL STATE OF AFFAIRS IN THE PROCESS OF
DECENTRALIZATION

1.1. Background

The local self-government system in the country is based on the principle of
subsidiarity. The country is a member of the European Charter of Local Self-
government of the Council of Europe since 1997 and decentralization and local self-
government reforms commenced in 1999. However, the issue of decentralization
received new impetus when it became a key element of the Ohrid Framework
Agreement which added a new political dimension to the process and sped up the
pace of reforms significantly.

The implementation of new legislation on local self-government commenced in July
2005, after a major part of the relevant legislation was adopted® and local elections
were held. The implementation process was designed with a phased approach
referring mainly to the elements of fiscal decentralization. Bearing in mind that the
Law on Local Self Government only provides a general outline for the municipal
competencies - and the limitations in accessing the fiscal resources provided by the
Law on Financing of the Local Self-government Units, the phased approach has
helped ease municipalities through this process.

In general terms, the Government, the National Association of the Local Self-
government Units (ZELS) and the International Community assessed the
implementation of the first phase of decentralization as successful, especially in terms
of the number of municipalities which have been managing successfully with the new
competencies. Field research and reports like this survey only confirm this positive
assessment.? The main issues of the first phase needing further attention are related to
the competencies of urban planning and education, and the fiscal situation in the
municipalities. The latter now weighs most heavily as evaluation of the preparedness
of the municipalities to enter in the second phase of fiscal decentralization is the
current challenge the institutions are facing with commencement of the second phase
starting in September 2007.

The 2007 Survey focuses on the following issues:
¢ Implementation of the current municipal competencies;
e Preparations for the second phase of fiscal decentralization;

e Possibility of extending the range of competencies in the next phase of
decentralization.

! The Law on Local Self-government, Law on the City of Skopje, Law on Territorial organization of
the Local Self-government, Law on Financing of the Local Self-government and around 50 other,
material laws, all Listed in the Government’s Program for Decentralization 2003-2004

2 Ex.: the OSCE Mission to Skopje findings of the Survey on the Process of Decentralization, July
2006; the Recommendation (217) 2007 of the Congress of Local and Regional Authorities of the
Council of Europe on the local Democracy in the fYR of Macedonia
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1.2. Findings on decentralization general state of affairs

The data collected in the 2007 survey confirms the same trend in the 2006 study, i.e. a
relatively successful implementation of the new competencies. As expected, the lack

of financial

resources

remains the biggest obstacle for further

improving

municipalities’ ability to deliver services and their overall performance. Regardless of
the type of municipal function, or the size and location of the municipality,
approximately 50 per cent of the municipalities surveyed declare a lack of financial
resources as the major obstacle.
One significant change in 2007 is that municipalities no longer cite financial issues as
the sole problem hindering their work, but are referring to issues in other
administrative areas as reflected in the following chart®:

Chart 1. Evaluation of municipal competences
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The following table lists each of the competencies with which local

units identified problems and their causes:

Table 1. Obstacles for a proper implementation of the competences

self-government

Comp. | UP EDU. ENV. LED COMM. CULT.
Most 1. Lack of | 1. Lack of | 1. Lack of Finances | 1. Lack of Finances | 1. Lack of Finances | 1. Lack of
common finances finances 2. Lack of | 2.Gaps in the Legal | 2.Gaps in the Legal | Finances
reasons 2. Ownership | 2. Gaps in | experience in the | Framework Framework 2.Gaps in the
issues the legal | area 3. Ownership | 3. Lack of technical | Legal
3. Gaps in the | framework 3.Gaps in the Legal | issues capacities Framework
legal framework 3.0wnershi | Framework 4. Lack of human 3. Lack of
p issues 4. Lack of | resources technical
Capacities for | 5. Lack of capacities
supervision experience in the 4, Ownership
5. Lack of technical | area issues
capacities 5. Lack of
Facilities
Comp | SPORT CHILD. | ELD. PRS FP
etency
Most 1. Lack of | 1. Lack of | 1.Lack of Finances | 1. Lack of Finances | 1. Lack of Finances
common Finances Finances 2. Lack of Human | 2. Lack of Human | 2. Lack of Human
reasons 2.Gaps in the | 2. Gaps in | Resources Resources Resources
Legal the Legal | 3. Lack of Facilities | 3. Gaps in the | 3. Lack of technical
Framework Framework Legal Framework capacities
3. Lack of | 3. Lack of 4, Lack of
technical Human experience in the
capacities Resources area
4.0wnership
issues

% Only ratings above 20% were reported.
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In most of the cases the municipalities have assigned at least one person to cover a
particular competency in the municipal administration, and have dedicated some
funds from the municipal budgets, or have covered them by IMC arrangements.
However, no major change can be noticed between the first and second year after the
transfer of competencies in terms of the human and financial resources related to the
fulfilment of these competencies.

Across all political lines most of the municipalities state that the process is generally
successful. No major discrepancies were revealed in this regard when looking at the
political affiliation of the municipal leadership. Although the municipalities eligible
for the second phase have at the release of this report been officially approved by the
relevant authorities, it is interesting to mention that when the survey was conducted
82 per cent of the municipalities considered themselves prepared for the second
phase. The outstanding issues noted by municipalities for the preparation for the
second phase include the payment of arrears, followed by employment of new staff,
training, and the establishment of IMC. The majority of municipalities which stated
they were prepared to move on to the second phase declared education as the one area
in which they were best prepared.

The phase of preparations for the second phase brought attention back to the issue of
communication and inter-institutional dialogue between the two tiers of the
government. The Congress of Local and Regional Authorities of the Council of
Europe has, in its Recommendation (217) 2007, recognized improvement in the
cooperation between the municipalities and the central government. However, though
most of the municipalities evaluate the developments in the process positively, the
level of satisfaction with the timeliness and the quality of the information they get is
not so high®. The municipalities have also reported problems in the communication
with a number of line ministries®.Municipalities managed by the opposition parties —
DUI above all — reported more than others on problems in the communication.

Almost 80 per cent of the municipalities answered that they consider that the range of
the local competencies should be extended in the future phases of the process. We
note that this issue was raised having in mind that after two years experience
managing new municipal functions, the municipalities are now identifying the gaps in
the competencies which are preventing them from fully implementing their
programmes and discovering new ideas for upgrading municipal services.
Municipalities call for additional competencies in areas like management of
construction (and agricultural) land, cultural issues, public safety, registry, social
welfare, health.

* 14" Plenary Session, -Congress of Local and Regional Authorities of the Council of Europe,
(Strasbourg, 30May-1* June 2007), Local democracy in “the former Yugoslav Republic of
Macedonia”, Recommendation 217 (2007)

® Thirty six municipalities, run by various political parties, answered negatively to the question if they
feel regularly informed on the developments of the process of decentralization.

® The Ministry of Local Self Government and the Ministry of Finance have the best ratings according
to the answers of the municipalities
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1.3. Conclusions and recommendations

The results of this survey confirm that the decentralization process continues to be
satisfactorily managed in 2007. The number one concern remains the lack of financial
resources, a general problem of all units of local self-government in the country.

In the initial phase of decentralization it is understandable that municipalities often
prioritized their work focusing their efforts in one direction, but in the future local
self-government units will have to focus attention on some of the more complex
communal functions which to date have been in a way neglected. Municipalities, to a
certain extent have already started to analyze issues more deeply and are increasingly
identifying potential problems and new hurdles to overcome rather than writing it off
as a financial issue. They are also treating different competencies with different levels
of intensity. For instance, urban planning and education are still priorities in terms of
improving “infrastructure” and are perceived as the main challenge for the coming
period. Other competencies that are been currently dealt with include local economic
development affairs, communal services, environmental issues, and then come culture
and sport. Finally, the set of quite relevant and complex competencies which will
need to be more and more addressed in the future: municipalities will, in the second
phase, need to continue to work on the above priority areas while expanding their
focus to encompass the broad list of the transferred competencies such as child care,
elderly care, fire protection, and rescue services. Therefore, it would be
recommendable that in the next period the central as well as the local authorities
should continue dealing with the priority open issues related to the competencies, but
at the same time expand their focus more and more to the wider list.

The overall experience from working closely with the authorities - and the data
obtained to complete this survey - highlights the urgent need for both local and central
authorities to establish permanent mechanisms to monitor and measure of
performance. Further more, the fact that 85% of the municipalities judge the
developments of the process positively implies a solid inter-institutional dialogue.
ZELS has maintained its role as advocate of the municipalities and transmitter of their
policy positions in front of the government. Nonetheless, higher transparency and
timely information on the developments of the process and on the operation of the
Governmental bodies, and on the bodies jointly established by the Government and
ZELS, is still needed.
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2. CITIZENS’ PERCEPTIONS
2.1 Introduction

The idea of including citizens’ opinions regarding the process of decentralization is a
new aspect of the survey. The need for this type of data emerged when the survey was
conducted in 2006 and citizens’ participation was assessed. At that time, however, the
survey was only conducted from the viewpoint of the municipalities and their
evaluation of the cooperation and communication that had been established with the
citizens. This year, the aim was to discover what the citizens actually thought about
the process of decentralization and to evaluate the changes brought about by reforms.
This survey compares the citizens' points of view on services they receive and the
municipality’s own performance evaluation.

This chapter provides insight into the level of citizens’ satisfaction with the
decentralization process. It looks at their satisfaction with services and their
knowledge about this important process. The first phase of the decentralization
process focused mostly on establishing a legal framework and transferring
competencies from the central to local level. The on-going second phase focuses on
improving competencies and increasing municipalities’ financial capacities.
Therefore, citizens’ opinions on decentralization - particularly on communal services
- can give a strong indicator of overall progress.

2.2. Findings on citizens’ perception

With regards to the level of satisfaction, citizens in the country are generally aware of
the matter at stake, as the process of decentralization is deemed important by 72
percent of the citizens. This opinion cuts across all age groups, education levels,
social status and locations. Only 12 percent of the citizens consider it not important.

Chart 1. How do you evaluate the process of decentralization (aggregate)?
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When comparing ethnic groups, the level of satisfaction is slightly higher among
ethnic Macedonians than ethnic Albanians, amounting to 77 percent versus 58



OSCE SMMS Public Administration Reform — Survey on decentralization 2007

percent, respectively. While 71 percent of others think that the process of

decentralization is important.
Chart 2. How do you evaluate the process of decentralization (eM/eA)?

How would you evaluate the process of
decentralization?

100%
0
28 Of)? = e/Macedonian
: 0; M e/Albanian
4218 ;) O Other
‘! o | I
0%- ‘ ‘ ' ‘

Urban planning, environmental protection, local economic development, and
communal services are all key service delivery areas in which competencies are being
transferred. The results show many citizens feel no improvements have been made in
these areas, while a smaller number feel some improvements have been made, and
even less actually report seeing improvements.

Chart 3. Evaluation of municipal services?
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Upon a more specific examination, one area where citizens do see an improvement is
in the area of education (64 percent). This supports findings previously laid out in the
Early Warning Report’.

" Early Warning Report, UNDP, Skopje, March 2007. The report shows 67.5% of the citizens satisfied
with the services in education provided by the local governments.

6



OSCE SMMS Public Administration Reform — Survey on decentralization 2007

Chart 4. Evaluation of municipal performance in education
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On the contrary, citizens report seeing no improvements in many specific areas of
urban planning and communal services, with the exception being street lights and
water supply where notable improvements were seen.

The work of the mayor is closely observed by the citizens and they assessed his
performance the highest (51 percent), followed by the municipal council (44 percent),
and the municipal administration (39 percent). Citizens of the Pelagonija region were
most satisfied with their mayors (72 percent), while those living in the Povardarie
region were least satisfied (41 percent).

It is interesting to see that citizens selected employment (29 percent) as the most
important area that the local self-government should tackle in the decentralization
process. The need for authorities to be closer to the citizens (22 percent), as well as to
provide better and cheaper public services (18 percent) follow on this list of
expectations.

Chart 5. Citizens’ expectations from the decentralization process
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In terms of the local government, the above results again highlight economic
improvements and a decrease in unemployment as two main expectations of the
population. These findings reiterate what has been stated previously in other polls and
publications® and what is expected from the national government. Smaller ethnic
minorities have even greater expectations in these two areas (71 percent) when
compared to ethnic Macedonians (26 percent), as well as women (34%) when
compared to men (24%).

It is interesting to note that inter-ethnic relations, an issue that was considered a
priority and received a lot of focus in the past, is not so high on the list of citizens’
expectations at only 5 percent. It appears people have lost interest in issues related to
inter-ethnic relations and, now, prefer the government (both national and local) to
concentrate on economic measures.

Citizens also believe that local governments (45 percent) are more capable of
economically developing and managing public land in their municipalities than the
central government (12.7 percent) or both in joint coordination (19 percent). These
findings are particularly relevant for assessing the municipal performance in specific
competencies, such as local economic development and urban planning®.

The knowledge about decentralization is also at high level. Citizens are sure that local
governments have competences in the areas of issuing building permits (64 percent),
local economic development (61 percent), education (66 percent), culture (66 percent)
and sports (68 percent). They express uncertainty regarding the municipal role in the
field of policing, since 44% stated that local-governments have a responsibility in this
area, 27 percent that they do not and 29 percent that they do not know. The reason for
this might be due to the shared responsibilities in this area between the local self-
governments and the Ministry of Interior.

2.3. Conclusions and Recommendations

Good local governance requires citizens’ understanding of the process and their
support for it. There is clear evidence that people in the country recognize the
importance of the process of decentralization. As a result, they closely follow the
work of their mayors and have high expectations of their local self-governments. The
role of the municipalities, in regard to service delivery and local economic
development, is critical. Currently, there is a need to bridge the gap between the needs
and expectations, and the actual service delivered to citizens.

In order for this analysis to have a broader impact, the following recommendations are
suggested:

- for citizens
In order to have better service delivery, it is necessary to continue to demand
transparency and accountability in the work of the local government administration
and the mayor. Placing complaints and pointing out inaccuracies and areas for

& Ibidem. (pg. 19-20).
%See chapter on urban planning
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necessary interventions, as well as proposing solutions and providing advice is
necessary in order to establish a productive relationship and receive the services at the
required level.

- to municipalities
Municipalities should adopt and implement ways for following the needs of the
citizens and ways on how to fulfil them. Focusing more on local economic
development should be a priority for the local-self governments. Involving other
actors in service delivery can improve this and assist the municipality in the process.
There exists an array of tools and techniques for sharing information, ensuring
informed decision making and improved planning. This situation is pertinent
throughout the country.

- to central government
Improved institutional frameworks for local governments, including regulations,
registries, and others are important for municipalities to be able to fulfil their tasks.
Although this is an area in which the donor community can add a great deal of
expertise, it is the responsibility of the local governments to take the lead. While there
has been a lot of work done in the country, certain aspects of the devolution of
competences remain unresolved, thus hindering the delivery of services to citizens.
The government should place significant funds as well as monitor the full
implementation of the devolved competences. Support must also be given to
municipalities lagging behind in the process. Civil society organizations should also
be encouraged to partner with local governments, in order to improve service
delivery.
The government should review reports and evaluations on the implementation of the
process of decentralization in order to create future policies.

- to implementing agencies and donor community
The process of decentralization requires a long-term commitment, as the factors that
will contribute toward improved lives of the citizens are many and intertwined. Too
many organizations have come and gone and decreasing levels of funding place the
progress made to date in jeopardy. Multi-year commitment to essential issues will
contribute significantly to the ability of municipalities to undertake the bold steps
essential for these necessary changes.

Imposing frameworks is dangerous, particularly when the populace is faced with
unaddressed tension and rampant unemployment. Donors should improve their
accountability and transparency by consulting with local people and NGOs regarding
programme development and widely distributing ‘lessons learned’ reports.

Donors should also work with civil society to monitor people’s perceptions about
what is happening at the local level, as well as to analyse the factors contributing to
regional tension.

While many of the following recommendations are currently being undertaken to
some extent within the country, they are often applied in a fragmented and/or isolated
manner. To have the necessary broad impact, these suggestions need to be
implemented on a larger scale. For those organisations already engaged in some
activities, an additional obligation is to assist others through training and sharing of
lessons learned.
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3. URBAN PLANNING
3.1 Background

Urban planning is among the most challenging of the competences transferred to
municipalities through decentralization'®. Municipalities are in charge of regulating
the urban landscape of their territory, as well as the issuing of building permits to
demanding constructors. This function involves all sectors of the municipal
administrations** from municipal councils who approve urban plans and their
variations, to mayors, who are responsible for the overall monitoring and enforcement
of the law including decisions on demolition of illegal buildings, and to municipal
staff, who process requests for building permits and make technical inspections at
construction sights. The current legislation also allots for citizen participation in
urban planning, requiring municipalities to hold open discussions on urban planning
drafts.

The law foresees different types of urban plans, among which the most important are
the general urban plans (GUP) and the detailed urban plans (DUP). GUP are to be
approved by all the cities determined by the law. In addition to defining the
boundaries of each urban area, general urban plans also contain data such as the aims
and means to solve urban issues, special conditions for spatial development, and the
parameters for evaluating the implementation of GUPs and DUPs. General urban
plans are valid for at least 10 years, and DUP are adopted for specific areas for which
a general urban plan has already been passed. DUPs offer a closer analysis of the
town sectors in order to better review the spatial organization of the land. Structured
similarly to the general urban plan (i.e. comprising a territorial map of the examined
area and narrative information on general conditions for building, development and
usage of the land and constructions, and data on transport and telecommunication
networks), detailed urban plans provide specific guidelines for the construction of
facilities in each area. Detailed urban plans are valid for at least 5 years.

Both categories of plans have to be adopted on the basis of a draft program conveying
all instances of local residents and enterprises. After a first clearance by the Ministry
for Environment and Physical Planning, the technical layout of the plan is outsourced
to an external company, and must be subsequently approved by the municipal council.
Prior to the final adoption of the urban plan or of any amendments to it by the
municipal council, a public discussion over the draft is to be organized by the mayor.

Municipalities can issue building permits only in accordance to the urban plans and
they are a legal requirement before the commencement of any construction activity.
In the absence of a building permit or other compulsory documentation or in the case
of a building not respecting the approved provisions, municipal authorities can
undertake a set of measures against the offender. Fines vary and can be levied as high
as 30 million MKD or can also lead to the demolition of the object. The latter
decision is taken exclusively by the mayor.

02002 Law on local Self Government, art.22*
1| aw on Spatial and Urban Planning (O.G. of R.M. no. 4/96): Law on Construction (O.G. of R.M. no.
15/90): Law on Building (0.G. of R.M. no. 53/01, 97/01)

10
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3.2 Findings on urban planning

The construction sector in the country accounts for 5.6 per cent of the total GDP*
making urban planning an important part of the decentralization process needing
critical support from local administrations, as a basic requirement for local
infrastructural development. Urban planning related activities are also a relevant
source of revenues for municipalities, which cash in on the process of issuing building
permits. Moreover, the proper organization of the municipal territory gives
municipalities a detailed knowledge of all existing premises, thus allowing a more
precise assessment of property values. The latter is particularly relevant, as property
taxes (property tax, inheritance and gift tax, tax on transfer of real-estate and rights)
are destined to become the backbone of municipal finances. The recent amendment to
the Law on Property tax will allow municipalities to collect dues on all real estate
belonging to legal entities residing within their boundaries (insofar legal entities were
required to pay the tax on a minor portion of their belongings), thus increasing the
importance of reliable data on urban planning and real-estate allocation.

Municipal performance in urban planning matters is evaluated from several different
perspectives: this survey considers two main indicators: the development of urban
plans, and the time it takes to grant building permits. Most of the findings are
analyzed by the urban/rural criteria, as other parameters did not display significant
differences.

Figures relating to the first indicator show an improvement in comparison to 2006.
The number of municipalities with urban plans mapping out their territory last year
was 68 per cent. In 2007 units of local self-government reporting that their territories
are regulated by GUPS is nearly 86 per cent, while 73 per cent have developed DUPs
as well. Differences are still evident when comparing urban and rural municipalities'*:
nearly all urban areas are marked by GUPs (94.7 per cent), while municipalities
located in rural areas have adopted GUPs in only 78.4 per cent of the cases with only
48.6 per cent of them having passed DUPs.

This difference is partially explained by two factors. First, urban areas attract the
greater part of investments in construction compared to rural communities, inducing
their administrations to pay attention to urban development and forcing them to deal
with issues in an effective and timely manner. This is much sooner than it impacts on
rural municipalities. Secondly, the expertise needed to support the development of
urban plans is readily found in medium/large cities and less common in rural
settlements. Thus, urban municipal administrations have a natural advantage when it
comes to urban planning which is affirmed by the survey data:

Table 1. General Urban Plan adoption

When was your latest General Urban plan adopted? Data expressed in percentage

before 2004 after 2004

urban municipalities 77.8 22.2

29006 Statistical Yearbook, State Statistical Office of R.M.
3 Municipalities were categorized as urban or rural according to the criteria outlined in the 2004 Law
on Territorial Organization.

11
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| rural municipalities ‘ 88.9 ‘ 11.1 |

Urban municipalities which passed a general urban plan after 2004 double the number
of rural administrations in the same category. More generally, most of the
municipalities countrywide were equipped with general urban plans approved before
2004.

The results on the timely issuing of building permits are similar to the last year’s
performance ratings, and in some instances are slightly worse. Municipalities
processed 87.2 per cent of the requests for building permits from July 2005 to July
2006, while the ratio decreased to 85,6 per cent from July 2006 to July 2007. Given
the general decrease of requests for building permits in comparison to last year, these
results show an interruption in the development of municipal capacities in the area of
issuing building permits, and should encourage local administrations in strengthen
their commitment for a delivering efficient services to their citizens. However, a
detailed analysis shows an improvement of rural municipalities in releasing building
permits, as well as a general decrease of the average period for processing the files,
from 20 to 19 days in urban municipalities, and from 16 to 11 in rural areas (even
though the standards are not yet meeting the legal provisions, which require
construction permits to be issued within seven days from the date documents are
submitted )**; the latter partially off sets the relatively poor performance of
municipalities in the overall percentage of requests processed.

Chart 1. Building permit issuance*

3000

2500

2000 +—

@ July 05 - July 06
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urban rural urban rural
municipalities municipalities municipalities municipalities

Number of building permit Number of building permits
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* Data range: 47 municipalities out of 85

| aw on Construction (O.G. of R.M. no. 51/05), art. 528, As reported in the 2006 edition of this study,
the date of submission of the documents is a disputable parameter: many demands are incomplete and
have to be returned to the requester for further explanations. This results in a delay in the response by
municipal officers.
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An increased number of municipal employees (this includes municipal inspectors for
urban planning present now in 65.8 per cent of the municipalities, while only 50% of
the administrations contained this professional profile in 2006) may contribute to the
improvement in processing times for requests for building permits, as well as a better
flow of communication between citizens and municipal administrations, to which the
printing of over 18,000 copies of the brochure on building permit procedures
implemented in 2006 by a partnership between ZELS, USAID and OSCE also
contributed.

The relative positive assessment of municipal performance in urban planning is
overshadowed by the shortcomings in coping with the numerous illegal buildings
present throughout the country. Several mayors have reacted to recent allegations of
illegal buildings in the press by taking action to demolish illegal objects, causing great
tension with citizens, which is evident by the 194 lawsuits filed at the Supreme Court
against municipal decisions on demolition in 2006'. The majority of municipalities
cite the lack of rules and procedures for legalizing these premises and difficulties in
updating general and detailed urban plans as negative factors. Recent reports from the
State Administrative Inspectorate’® assessed several shortcomings in the operation of
the urban planning units in the municipalities mainly relating to breaching of the
deadlines, completion of the necessary documentation and communication of their
decisions and findings with all relevant parties. Another shortcoming is the frequency
of administrative errors when recording building and urban records on the part of both
municipal staff and local investors.

A recurrent refrain relating to urban planning — as well as to several other
competences transferred to local administrations - concerns the management of public
land. The Association of Local Self Governments (ZELS) expressed the will of
municipalities to dispose of public lands located within their boundaries, arguing that
this will enhance their capacities in programming local economic development. The
Government has not met the demands of municipalities, preferring to keep ownership
of public territorial assets. The opinion poll commissioned by the OSCE asked the
public for their opinion on the matter in an attempt to measure the level of trust in the
two tiers of governance (central and local) with respect to public land management.
45 per cent of those interviewed stated that they trust local authorities more as they
believe are better able to dispose of public land for the benefit of their communities
Only 12.7 per cent say that the central government is better equipped for this task.

Table 2. Who can better manage public land in your municipality (%)?

Central Local Joint do not know
Government Government administration
12,7 45 19 23,3

1% Source: 2006 report, Supreme Court of R. M.
% http://pravda.gov.mk/tekstovi.asp?lang=mak&id=tekakt-2007Juni
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3.3 Conclusions and recommendations

Although the quantitative increment of municipal activities in urban planning
adoption is a positive development, much remains to be done for updating urban plans
to reflect the current situation of many communities. This requires a degree of fine-
tuning between all stakeholders involved, namely, mayors and municipal councils,
which are not always coordinating their efforts. Delays in the approval of urban plans
or their variations impact negatively on the development of any municipality by
preventing investments. The two main actors in urban planning should work to
eliminate and address the different causes. Capacity building measures tackling this
problem are currently being explored by the OSCE for action in 2008.

The survey confirms that the issuing of building permits is not up to standards,
notably in relation to the excessively long waiting period and the overly complicated
and expensive procedure for obtaining a building permit.}” Targeted support to the
authorities in charge of monitoring this process (the State Administrative
Inspectorate) would help improve the permit processing times.

7 Former Yugoslav Republic of Macedonia, Issues in Urban and Municipal Development: A Policy
Note, pages 47 to 57. World Bank 2006
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4. COMMUNAL SERVICES
4.1. Introduction

Communal services were at the core of the municipal competencies before the
decentralization process started and remain so today. In order to provide these
services the municipalities establish public enterprises. Usually one enterprise in the
municipalities encompasses all the communal services except for the city of Skopje
which have several specialized companies. The main services delivered are: water
supply, waste water disposal, waste disposal, maintenance of green areas,
maintenance of graveyards, maintenance of streets and street lighting, cleaning the
snow, maintenance of green markets, car parking and other as appropriate.

Overall, 82 per cent of the municipalities surveyed have established public
enterprises, 9 per cent do not have a public enterprise and 6 per cent did not answer
this question at all.'® Results from the opinion poll show a relatively high rate of
satisfaction among municipalities for the delivery of communal services as reflected
in the following chart:

Chart 1. Evaluation of communal services

How do you judge the performance of the communal
services in your municipality?

O It is impossible to judge

1% 3%

21% B Unsuccessful
‘ 25%
O With problems but we
manage some how
O Relatively successful

50% W Successful

4.2. Legal framework

Several new laws and their recent amendments provide additional possibilities'® and
establish mechanisms for the municipalities to lower the cost of the communal
services. These are regulated by the Law on Local Self Government, the Law on
Communal Activities, which defines the communal functions; the Law on Public
Enterprises, which sets the legal parameters for the establishment and the
management of communal enterprises; and the Law on Communal Fees, which
defines the tariffs for communal services. Lastly, the Law on Employment regulates
the status of the communal employees.

18 Skopje municipalities are in a unique situation utilizing the services of the public companies
established by the city. However, a few of the Skopje municipalities have established new public
companies to provide additional services.

19 aw for Amendment and Change of the Law for Public Enterprises Official Gazette No. 49;
14.04.2006.
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The amendments to the Law on Public Enterprises in 2006 allow competition among
private companies. This law also enables the transition from public enterprises to
shareholder companies, while it foresees cooperation by allowing for partnerships
between both private and public enterprises.

The law also defines several key structures of public companies to ensure quality.
When the municipality is the majority shareowner of the company, it appoints the
director of the enterprise who is selected through an open, competitive process with
set criteria. It is the municipal council that elects the members of the board that
oversees the day-to-day operations of the public company.

4.3. Problems and strategies in providing communal services

Sixty eight per cent of the municipalities stated that they have a strategy for
improving communal services (described in the chart below), while 19 per cent
replied that they have not established a common strategy. Thirteen per cent did not
reply.

Chart 2. Strategies for improving communal services

Strateaies to improve the communal services expressed in percentages

Use of services from neighbouring municipality | 3]
Inter-municipal cooperation | 10
Establish a public company |

Increase the prices of the services |

Outsource services to private companies |

Changes in the management 1

Public campaign for fee collection ] 29

The results of the survey show that the collection of fees is the biggest problem
declared by the public enterprises. The inability to collect fees results in difficulties
in providing quality services, conducting proper maintenance and purchase of new
equipment, and paying salaries on time which translates into an unmotivated labour
force. The calculation of VAT emerges as an additional problem generated by the low
collection of fees because the calculation is based on the total invoices billed, and
does not consider whether or not municipalities and their public enterprises are able to
collect the fees for their services. This phenomenon especially burdens those
companies with a low level of fee collection.

A significant number of municipalities confirmed their intention to improve the
management of the public companies. The municipalities primarily see the role of
private companies for providing services for street lights and road maintenance. The
possibility of exploiting the services from neighbouring municipalities by joining
forces through inter municipal cooperation has yet to be incorporated as an efficient
means of providing communal services. Clearly, there is great untapped potential in
utilizing existing mechanisms in order to avoid duplicating costs.
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Chart 3. Problems in communal service delivery

Problems in the performance of the communal services

Low skilled personnel | 5.50%

Over employment | 6.00%

Low prices for services ] 16.909

Low collection rate for services | 21.40%

Lack of support from the state | 22.90%

Insufficient equipment | 27.4000
I I I I I

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.009

Lack of equipment rates highest among the problems the municipalities face. This
can be attributed to the previous year’s low price policy, i.e. keeping prices so low
that it does not allow for regular maintenance or renewal of equipment. Here, some
municipalities expressed expectations for greater support from the state to make up
the difference and provide funding for equipment and maintenance costs. This trend
demonstrates that some of the local self government units still view intervention by
the central government institutions as the solution of their financial problems. Further
analysis is needed to determine if this is simply a problem of administrative culture,
if indeed there is a need for more adequate legislation, or if municipalities have
inherited these problems with the transfer of competencies for public works from
centralized bodies to local authorities.

4.4. The price for services

With prior consent of the municipal council, the managing board of each enterprise
sets the price for services rendered. The fees should cover the actual expenses of the
service and an additional amount that allows for reasonable profit of the company.?

During the decentralization process, most countries in the region have experienced the
common problem of municipalities with prices for communal services which are
lower than the real cost of delivery. This was mainly due to social and political
reasons as elected officials (mayors and other decision makers) did not want to
confront the inevitable fallout from increasing fees and tariffs. This resulted in poor
maintenance of public works’ systems and equipment, a low quality of services and a
lack of capital for new investments that lead, in some instances, to the near collapse of
all communal services. The end result was a low collection rate of service fees that
completes the vicious circle.

20 Reference to the Methodology Used for Setting the Price of Potable Water and Removal of Waste Water from Urban Areas,
prescribed by the Ministry of Transport and Communication. Official gazette 68/04.
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In the survey, 41 per cent of the municipalities replied that the prices of the services
provided by their communal services were lower than the real cost. The following
chart illustrates the prices of the services:

Chart 4.perception of prices for communal services

Prices of communal services

%
14% 5%

@ Adequate prices
m 20 - 30 % Lower
040 - 50 % Lower

22% 59% O More than 50 % Lower

Fifty nine per cent of the municipalities expressed that prices adequate to their
expenses and 41 per cent are aware that the prices of their services are lower than the
actual expenses to deliver the service. It is worth mentioning that the municipalities
that received bank loans adjusted their prices to reflect the real cost of services in
order to repay instalments.

4.5. Collection of fees

The charts below show the efficiency of the municipalities to collect the fees for the
services provided by the public companies. The majority of municipalities (55 per
cent) manage to collect 50 to 70 per cent of the service invoices. The average
collection rate in all the municipalities is 62 per cent:

Chart 5-6. collection of fees for communal services — citizens’ satisfaction for communal services delivery

Level of collection of communal fees by the How does your municipality manage the communal

municipal communal enterprises services?

17%

22%
28% 26%
@ <50 % @ Problematic

55% 52%

m50-70% | relative successful
o>70% . 0 successful
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It is significant to note the municipalities that collect more than 70 per cent of the total
invoices (26 per cent) corresponds with 22 per cent of the municipalities that stated
that they manage the communal services successfully. Local government units that
have a less than 50 per cent collection rate stated that they have problems in the
performance of the communal services. Thus, it can be concluded that communities
that are satisfied with the quality of services provided are more inclined to pay for
them.

The financial gap created by the low collection rate for communal services vis-a-vis
their cost is mostly compensated by transfers from the municipal budget, i.e. 73 per
cent of municipalities said that they subsidize the work of their public companies. In
a small number of cases, the public enterprises are showing a small profit, which is
mostly reinvested to further improve public works.

Additionally, municipalities state that they:

e Support the new investments of the communal enterprises, building and
maintenance of the infrastructure and purchasing of additional equipment

e Pay for additional services requested from the public enterprises. Additional
services that were mentioned are maintenance of green areas or snow
removal.

e Provide administrative support and communicate with donors.

o twenty per cent of municipalities subsidize the prices of the services to cover
the losses of the public enterprises.

4.6. Conclusions and recommendations

With communal services at the core of the competencies of municipalities they are by
definition the most visible and deserve significant attention. A large percentage of
municipalities expressed their satisfaction with their performance with regard to
public works, however in order to be able to further improve, or at the very least
maintain the current level of services provided, additional considerations are needed.

Improved management of the companies fully depends on the municipality and the
selection criteria. Besides the issue of over employment® in some of the communal
enterprises, there is a great need for better qualified staff. Additional, specialized
technicians in several fields would lead to better utilization of resources. A much
improved management body will need to provide commercially oriented services by
setting economically viable prices and improving the quality of the services they
provide. Improved financial management and planning is also important.

An effective pricing policy that establishes a viable pricing structure is essential to the
successful work of the public companies that provide communal services. If
successful in establishing a balance between the cost and the price, the quality and the
level of services will increase as will the collection rate. Adequate prices also
generate the necessary revenues to enable municipalities to repay their loans and to
continue to improve the services they provide to their citizens. The government’s

2! Source: Report No. 37278-MK Issues in Urban and Municipal Development, World Bank
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existing methodology for setting the prices of water and wastewater disposal presents
an excellent guideline for other municipalities to apply to other sectors of public
works.

A significant number of municipalities state that they expect greater support from the
government. In this sense, improved communication between the two tiers of
government would be an asset, and further clarification of the role of the central
government would prevent these expectations. The government’s role is limited to
providing an adequate legal framework®” and supervision; transparent procedures for
the distribution of the state funds for communal infrastructure, and consistent policy
for equal regional development.

Additional models of service provisions that merit further attention and have been
proven to improve the communal service while lowering costs include:
e Inter-municipal cooperation®;
e Public private partnership with part of the services given to a private service
provider companies;
e Use of loans to improve the services;
e Establishment of the Municipal Consumers Council®*

22 The government could possibly observe the VAT calculation for the public enterprises. In some
countries, the communal services are exempt from VAT dues or have lower VAT rates.

2 Having in mind the importance more details on inter municipal cooperation are elaborated on the
relevant chapter

% Law on Local Self Government, Article 56,
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5. LOCAL ECONOMIC DEVELOPMENT
5.1. Introduction and legal background

Local Economic Development (LED) is a process wherein partners from the local
government, business and non-governmental sector work together towards improving
the local business environment and creating a favourable climate for economic growth
and employment opportunities. The main goal is to improve the living standards of
the local inhabitants within their respective municipal area.

In a market oriented economy, competition is the main promoter of economic
development, whereas the mobility of the capital, mostly on a macro level, neglects
local economies and at the same time exposes them to the risk of decreasing
development opportunities. Hence, the role of the LED partnerships is to analyze the
economic environment on a constant basis while enforcing a comprehensive LED
programme in order to establish a dynamic culture of entrepreneurship.

Article 22 of the Law on Local Self Government® prescribes LED as a local self
government competence and leaves room for the municipalities to constructs their
own method of planning and implementing of LED activities. Within the general
legal framework, municipal officials are granted the right to administer the process of
establishing partnerships with the private and civil society sectors (so called public
private partnerships-PPPs) as a widely recognized tool of implementing LED
activities. Another important law for LED is the Law on Equal Regional
Development, which defines the legal framework for ensuring equal regional
development of the country and creating conditions for local development.?®

This chapter seeks to provide data on the number of municipalities that have
established LED offices and adopted Strategies and Action Plans. Most importantly,
it should describe the method of financing the LED activities countrywide (local
budget or donor supported) and provide insight on the number of municipalities that
have integrated this pillar into their municipal structures. It will also highlight the
most frequent obstacles and activities implemented in the sphere of LED (which
economic branches are most attractive) as a whole.

5.2. Findings on Local Economic Development

As exhibited in table 1, the majority of the municipalities (47.2 per cent) have
engaged only one individual to pursue Local Economic Development activities while
in 30.6 per cent, there are two and 11.1 per cent have engaged three individuals. Only
a few municipalities have more than three people dealing with LED. About 55.1 per
cent of the municipalities have organized their LED activities into an LED office.

% Law on Local Self Government, Official Gazette of R.M. 05/2002
% Law on Equal Regional Development, Official Gazette of R.M. 63/2007
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Table 1. Municipal staff in LED

How many people work on LED?

Number of individuals Percent %
1.39
47.2
30.6
11.1
4.2
4.2
1.4
Total 100.0

OO~ |W|N |- |O

As per the survey results, 88.6 per cent of the LED staff have been regularly
employed within their respective municipality.

With regard to the LED Strategies and Action Plans adopted by municipalities, 62.5
per cent confirmed that they have adopted an LED Strategy, while 37.5 per cent
replied that they have not adopted one. Only 54.4 per cent of the municipalities have
supported their LED Strategy with an Action Plan.

Chart 1. Financing of LED action plans

Financing of the LED Action Plan implementation

3%

@ From the municipal
44% budget
530 |  From donors

g Public private
partnerships

Fifty five point one per cent of the municipalities use their municipal budget to
finance the operational costs of the established LED office. Approximately the same
number of municipalities (53 per cent as shown in the chart 1) uses the municipal
budget for financing the implementation of the LED Action Plan. One quarter of the
surveyed municipalities is still reliant on donors when financing the operational costs,
while up to 44 per cent have been financing their LED activities by using donor’s
funds. Only 3 per cent of municipalities use public-private partnerships to finance
Local Economic Development.

The LED activities implemented in the period covered by the survey mainly focus on
production and promotion of municipal profiles, strategies and action plans and
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preparing project application documents. The most frequent activities are reflected in
chart 2.

Chart 2. LED activities

Most frequent LED activities (in 20)

O infrastructural activities
a 18 m agricultural activities

O tourism promotion
15 .
O cross border cooperation
20
m establishing of public
private partnerships

The following were identified as the most common obstacles encountered by
municipalities when implementing the LED Action Plans, ranked per priority:

Scarce financial resources;

Inadequate human resource potential;

Poor cooperation with the business sector;

Poor infrastructure;

Unresolved legal aspects of construction land ownership;

Lack of legal framework;

Lack of preparedness to take advantage of EU and other donor’s funds.

Most of the municipalities (about 39 per cent) believe that the information on the
GDP on a municipal level is the most telling statistic for the purpose of LED Strategy
and Action Plan production. One third has indicated the structure and the number of
households. Eight per cent focus on population size, the number of active businesses,
legal entities register and employees by sector.

5.2. Conclusion and Recommendations

Thorough implementation of the Local Economic Development concept requires
serious engagement by the municipalities in terms of dedicating enough human and
financial resources for fostering growth in the number of public-private partnerships.
Building infrastructure, standardizing administrative procedures and strict law
enforcement are the key preconditions for attracting domestic and foreign investors.

From the survey results it can be concluded that virtually all municipalities recognize
the importance of LED, but many of them have appointed only one employee to
coordinate the LED process. Municipalities are evenly divided in terms of having
established an LED office, adopted an LED Strategy and Action Plan and using
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municipal budget funds to cover for the LED operational costs. Yet, a significant
portion is still dependant on donors to finance the adoption and implementation of the
LED Strategies and Action Plans. Only a small portion of the municipalities utilize
public-private partnerships for this purpose.

Most of the municipalities are in the initial stages of developing an LED culture, as
producing municipal profiles, strategies and plans are the only LED activities that
have been implemented to date. The survey highlights the need for more capacity
building for LED officers in strategic planning and development of project application
documents. Most of the municipalities focus on infrastructure development projects
and only a small portion is oriented towards development of concrete economic
branches. The lack of financial and human resources, proper infrastructure, legal
framework and cooperation with the business sector are the greatest obstacles to LED.

A countrywide public awareness campaign for all relevant stakeholders (businessmen,
civil sector and municipal officials) would help reinforce the mutual benefits of a
culture of cooperation. The vital role of the public-private partnerships must be
widely recognized as the only propelling tool towards reduced unemployment,
poverty and improved living standard of the people. In the long run, the overall
existence capacity of a municipality is dependent on its financial independence which
is not feasible without fostered LED.

Municipalities need to incorporate LED activates into the budget planning process. In
cooperation with domestic and I1C donor institutions, they need to provide training and
capacity building for their staff to identify donor funds, prepare proper application
documents and establish partnerships with businesses and civil society. In addition,
municipalities need to improve access to all relevant information to local
entrepreneurs.

Municipal profiles, strategies and action plans must be produced in a manner which
reflects the real economic potential of a municipality. Promotional strategies need to
be developed and properly communicated to all potential investors. Municipalities
need to improve and standardize their administrative procedures, preferably acquiring
ISO certification.

The central government needs to recognize the inability of the municipalities to
improve their infrastructure solely with their limited resources and needs to assist this
process. It should also finalize the process of regulating the property-related legal
affairs, particularly the ownership of land designated for construction.

Within the legal framework offered by the new Law on Equal Regional Development,
municipalities need to recognize the need to join infrastructural, natural and financial
capacities towards building mutual cooperation networks.”” Donors’ interest in the
enforcement of the Law is extremely helpful for achievements in the sphere of Local
Economic Development.

Businessmen and private entrepreneurs need to re-establish communication with
municipalities and recognize them as partners, rather than as bureaucratic obstacles.

2" The law seems ambitious in its aims; among other things, it schedules the opening of 8 Centers for
regional development across the country, in charge of fostering common initiatives related to LED, and
provides relevant funds (1% of GDP) for the implementation of the strategy
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6. EDUCATION

6.1. Background

The Law on Local Self Government of 2002 (Article 22) lists the competencies of the
municipalities in the field of education. Decentralization in education refers to
establishing, financing, and administering primary and secondary schools, and
organizing transportation of students and their accommodation in dormitories.

After the two years of the decentralization process, education still seems to be one of
the most challenging areas along with urban planning (see the chapter on general state
of affairs). That is not surprising having in mind the complexity of the competency in
terms of administration and financing. Decentralized education means higher local
autonomy in the operation of the schools from one side, and the inspection and
capacity to manage the process by the municipalities, from other side.

For one thing, the role of the school board has been significantly increased through
the power to propose the appointment and dismissal of the school director, to
determine the school budget, and to adopt the statute of the school, while the role of
the municipality has been increased with the power of inspection and adoption of the
school budget and work programme of the school. The debate over the direct
recipient, and thus the manager, of the central government transfers for education, is
still ongoing.

This chapter aims to supplement the chapters on citizen participation and the general
chapter on the state of affairs on the decentralization process, by giving an overview
of the participation of student organizations (where applicable) in decision making in
the municipalities, as a significant feature in the participatory management of the
education competency. Also, this chapter will provide data on the human resource
capacity of the municipality to manage education and possible existing obstacles in
this respect.

The issues treated in this chapter are considered also to be relevant for the current
challenges in the debate over decentralization in education and should be read along
with the relevant education related overviews in the other chapters of the Survey.

6.2. Findings on education

Majority of the municipalities declared that there are student organizations in their
municipalities. This could be assessed not only as high level of citizen self-
organization, but also as a relatively high level of awareness of the existence of such
organizations.

Further to this, out of the number of municipalities that responded that there are
student organizations in their municipalities, a significant majority of them (around
80%) declared that the municipal statute determines the roles and the tasks of the
student organizations. Around 20 municipalities claim that the students participate in
the work of the teachers councils, while fewer report that students participate in the
work of the school board and parents’ council.
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Around 60% of the municipalities declared that they have problems with school
premises which are not sufficient for the students. This problem is more or less evenly
present thought the whole country and the regions even though the demographic
trends and birth rate among the regions differ significantly.

It is interesting to note that the majority (above 60%) of the municipalities replied that
they have a person in charge of education, other than the education inspector, which is
only insignificantly more that the reported cases of last year (around 57%). Most of
the municipalities who have a person in charge of education are urban, regardless of
the size of the municipality. Most frequent obstacles for not having a person in that
role are the lack of finances.

6.3. Conclusions and Recommendations

The existence of student organizations should be seen as positive feature for the
students and their possibility to participate in the decision making processes. The
awareness of the municipalities over the existence of such organizations should also
be seen as a positive sign for cooperation of students in the decision making process
in education. Encouraging such cooperation, especially in the work of the school
board is strongly recommended, as well as definition of their rights and
responsibilities not only in the municipal statutes, but more importantly in the statutes
of the schools.

It is obvious that majority of the municipalities suffer from problems with the school
premises regardless of their size and region. It is recommended that further analyses
in this area are conducted, in order to define the future steps to overcome this
problem.

In comparative terms, the urban municipalities have more institutional framework to
manage education than the rural ones. However, it should be highlighted that
management of the transfers from the central government either directly by the
municipality or by the school board, would be of importance as the municipalities are
moving into the second phase. Proper training of the persons in charge would be
recommended in this respect.
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7. CITIZEN PARTICIPATION

7.1 Background and legal framework

Introducing citizen participation in decision making at local level is a new aspect of
the 2007 survey. This chapter provides insight into the level of citizens’ involvement
in the process of decentralization as whole, and in some specific activities related to
service delivery, as well as to see if some of the issues mentioned in the previous
chapters had been addressed in the mean time and to what extend.

Local governance is about responding to people’s needs and demands. Involving the
people themselves in identifying these needs and demands, and in designing policies
and programmes to meet them, is an excellent way of doing this. Citizens’
participation can be considered as a means of achieving better local governance.
Municipal management and development involves an increasingly broad and complex
range of issues. This is especially true from the perspective of sustainability. Citizens’
participation is often vital in order to accomplish these management and development
tasks. Good ideas can do a lot to improve local governance, and citizens who are
directly involved in, or affected by, a problem often have the best ideas. Their own
experiences, thoughts and debates provide the creative and innovative approach
needed to tackle delicate or difficult issues in ways that are satisfactory to all.

Finally, citizens’ participation in local governance is almost always cost-effective.
There are several reasons for this. First, citizens can help to devise cheaper ways of
doing things. Second, their voluntary involvement in implementing policies can
significantly reduce financial costs. Lastly, involving citizens from the start can
smooth the path of local development programmes and projects. Conversely, when
local authorities push ahead with plans without involving citizens, for instance, road
building projects, they often meet with resistance from the local people.

Questions in this chapter start with an evaluation of the level of civic involvement by
the local authorities as a whole and continue with an assessment of the citizens’
involvement into specific areas. Furthermore, the questionnaire is aiming at
evaluating the frequency of the meetings between Mayors and citizens followed by
findings on the means that were used for communication. Another aspect of the
chapter was to investigate in which manner municipalities provided information to the
citizens; the number of requests for access to information by 30™ of June 2007 and
level of feedback; and presence of the citizens during the council sessions.

The following two sub-chapters will dwell on two aspects of citizen participation in
the local decision making process, which are particular