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I. INTRODUCTION

In 2014, Albania undertook again the initiative to reform local government
to achieve a real and indispensable decentralization after some previous not
substantial efforts. This initiative aimed at providing local self-government
with financial and economic power, rights and responsibilities, administrative,
investment, regulatory and service competencies on basic functions, going
one step further with the transfer of some new functions.

On the other hand, the territorial administrative reform aimed to systemize
the territory through new administrative boundaries by reorganizing local
government units that were highly fragmented, resulting with unsatisfactory
public services provided to local communities and with no economy of scale
but with excessive administrative costs instead.

To address these problems and to improve local governance, the government
has engaged in the preparation of the cross-sectoral decentralization strategy
and has intervened in the legal framework. Various technical assistance
programs and projects have been attached to this effort and knowing the
circumstances they have planned interventions in different aspects. These
efforts have given shape to this reform.

But even after the somewhat harmonized government and donor efforts
after three years of reform, the situation is at times unclear in several key
directions such as:

1. Realization of autonomy (fiscal and administrative decentralization);
2. Quality and extent of services;

3. Citizens Representation in Local Governments;
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Cooperation and inter-institutional relations, including the
Association’s position for dialogue.

The report on the current situation of local government in Albania aims to
contribute to the debate on territorial reform and its impact on improving the
quality of services, promoting local decentralization, presenting arguments
for discussion on further challenges of this reform and to reflect the dynamics
of the whole process to date.
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This report is a collection and elaboration of the Association of Municipalities
from discussions and ideas generated at the local level with the involvement
of local elected officials, municipal specialists and external experts engaged
in regional meetings, meetings of the Steering Committee and professional
forums.

The report brings to the attention of the reader, whether government or
central and local institutions, foreign institutions and any interested party,
the problems and difficulties of local government in the provision of services
and their organization and functioning, problems posed by Administrative
Territorial Reform or inherited and an appeal that undertaking such reform
requires broad consensus and a more democratic approach.

Issues, recommendations and suggestions of this report may provide for
possible solutions in the future, open opportunities for further improvements
and revisions, presented in the framework of a continuous technical
discussion on the Territorial Administrative Reform and decentralization.

ASSOCIATION OF MUNICIPALITIES

The Association of Albanian Municipalities is a non-political, non-religious
and non-profit association. The Albanian Association of Municipalities is a
voluntary and independent union of the municipalities of Albania. AAM was
founded on October 12, 1993, at the request of a group of 10 mayors. The
beginning of the work of the association was not very easy as for the first
time in Albania it was established an organization that would protect the
common interests of the Albanian municipalities for their development and
democratization.

Its ongoing efforts aimed at increasing awareness among the structures
and institutions of central government to accelerate the process of
decentralization and consolidate the role of municipalities in the exercise
of their governing role, while delivering concrete results. The role and
contribution of the association today is highly appreciated and recognized
not only by its members but also by institutions in the central government,
donors, international associations of local authorities.

Since its establishment, the Association of Municipalities of Albania has
maintained an increasingly clear vision of its activity, the role it should play
in the consolidation of municipalities.



II. EXECUTIVE SUMMARY

Although there was a consensus among stakeholders on the need for such a
reform and good will, what has been widely noted during this period is the
fact that the government focused more on changing territorial borders and
the unification of local units and very little to the process of decentralization
and administrative reform. Also, much more attention was given to the
expectation of reducing administrative costs, which did not materialize in
practice, while less attention was paid to the appropriate steps to ensure the
continuity of services especially for residents of former communes that were
left with limited access. The expected territorial effect cannot be achieved
without accomplishing the administrative reform and fiscal decentralization
and thisleads us to the conclusion that the reforminlocal governmentremains
an unfinished process for the first level of local government (municipalities)
and unrequited at the second level of governance (regions).

The territorial - administrative division in force is subject to change and
should be considered in function of local democracy and best distribution of
services. After this status report carried out a mandate post reform, we think
that there is room and reason for territorial reorganization, which should be
evaluated in two options:

a. changing the boundaries and. Citizens should be invited to contribute
with their own thoughts, as the purpose of any revision should be to
address their concerns. We strongly recommend legal interventions
that will enable local referenda.

b. without changes of boundaries, in a more practical organization of
municipal subdivisions Municipalities generally face difficulties in
reaching remote areas which is also a consequence of the “passive”
status of administrative units. We recommend amendments to the
legal framework for a more active status of administrative units in
executive role for service provision. The possibility to merge two or
more administrative units should be considered, as to establish an
entity with a light controlled authonomy under the jurisdiction of the
municipality.

The relationship between the Mayor and the Council has not always been easy
and the problems have come entirely from the influence of politics. Politics
has also contributed to the hardening of the co-operation of mostly right-
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wing municipalities with the government or other central institutions. In any
case, the citizens bear the consequences, when the municipal budget is not
approved or when the municipality does not get infrastructure funds with its
projects. The climate of political dialogue has been very harsh, especially in
the recent years. It is now time to turn to a constructive dialogue and a good
cooperation climate to advance the establishment and empowerment of the
rule of law, in decentralization and local democracy.

The reform was followed by the establishment of several central structures
in support of the municipalities, such as the Consultative Council, the Local
Government Support Agency. After four years, our finding is that the result of
their work is vague, without any special importance. The Consultative Council
was set up as a consultation platform, but functions merely as a conference,
while the Agency has the tasks that can be carried out by local government
associations. It may be time for these fragmented structures to be replaced
by a Ministry of Local Government, which would have the resources and tools
to help the municipalities, and would give the right attention to the local
developments.

The unconditional transfer, according to the Law on Local Government
Finance cannot be less than 1% of GDP and has marked an increase compared
to 2015, the first year of the post-reform mandate. And yet, Albania is
still very much behind not only compared to European Union but also the
countries of the region, comparable to us in terms of economic development
and demographic conditions.

Our proposal made during the drafting of the Law on Local Finances was
for a significant increase of unconditional transfer. In current conditions, an
increase of 2% of GDP starting from 2020, remains quite necessary today.
This doubling will reduce the gap between the cost of services and financial
resources. For shared tasks, the Association of Municipalities continues to
support two recommendations: first increasing the percentage of personal
income tax revenues from 2% to 5%, and second the inclusion in the shared
taxes of Value Added Tax by contribution of each local unit.

The allocation of investment funds by the Committee for Regional
Development, or the approval of infrastructure projects of the Albanian
Development Fund, has favored the left-wing municipalities. Only in 2017,
the Committee allocated 93% of the funds for left-wing municipalities and
only 7% for the right-wing municipalities. The Association of Municipalities
has always expressed the concern that this mechanism is ineffective and
should not exist as municipalities do not have to compete with the central
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government for their services. Our concrete recommendation was that these
funds should be distributed to municipalities according to a formula agreed
with the municipalities themselves.

Although it is likely that the flow and effects of territorial division and other
accompanying reforms are still expected to be reached, we can conclude that
the expected effect of reduced spending is still not in sight, while citizen access
to services is already difficult, especially in rural areas or former communes.

From the actual results, we notice that public services at the local level are
considerably inadequately coupled with human and financial resources.
Under these conditions, the reform is not visible to the citizen and has not
met his expectations at the level of obtaining local services or the assistance
sought at this level.

The municipalities themselves should undertake studies and analysis of the
real possibilities of providing services, based on inherited infrastructure and
available resources. They should explore their own cooperation possibilities
to provide one or more services. For example, the regionalization of some of
the services can be a real possibility or the creation of joint public enterprises
of some municipalities.

The central government should adopt service delivery standards at local
level. This should be accompanied by an analysis of the costs for achieving
approved standards, allowing municipalities to calculate funds and plan their
time.

The lack of sublegal acts, overlapping or inconsitency are some of the main
problems in exercising new functions, a lack found in mostly in all functions,
especially in education, civil emergencies, municipal police etc. Municipalities’
expectations are that this legal basis will address issues of overlapping
authority between local and central government by making a clear division
of duties, competencies and responsibilities, as a first immediate step.

A second step would be to budget them according to the principle of financial
sufficiency. Specific transfers dedicated to a three-year funding could not meet
the needs of municipalities and here it is important to mention the situation
of fire protection stations, which was far from the needs of the municipalities.

A third step related to “new” functions but not only, could be legal
ammendments towards principle of asymmetry.



I1I.

METHODOLOGY

The report seeks to consider recent developments, both within the framework
of central level reforms and the work of local self-government as well as the
changes that have taken place during 2015-2018.

The report was prepared by a working group composed of local government
experts, led by the Association of Albanian Municipalities.

Mainly, the report is based on analyzing the findings identified by:

The activity of the Association of Municipalities over the 3-year
period covering the time from the local elections of 2015, as the
first elections after the new territorial division. This activity has
systematically followed the process at its roots, in the municipality,
but also at the central level. This includes opinions and views of the
Association on the Reform and related processes, the legal framework
in its dynamics, conclusions and recommendations from the
meetings of the Professional Forums in the areas of local government
activity, opinions and recommendations from regional meetings
with the Administrators of Administrative Units, opinions and
recommendations from visits to municipalities as well as municipal
staff opinions during on the job trainings but also from other sources
of co-operation, donors, experts and partners of the Association of
Municipalities.

Research reports, publications or various articles prepared as part
of projects or activities of various public institutions operating in the
field of local government. The report is not drafted on an unexplored
area. Currently, previous reports and analyzes have been made
in territorial-administrative reform by national and international
institutions, and those findings have been widely used in the
preparation of the report.

Comparative performance results of local government between
Albania and other countries of the Southeast Europe region, provided
by NALAS (Network of Associations of Local Authorities in South East
Europe), where the Association of Municipalities is a member.
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IV. CONTEXT

1. Reform’ national context

Territorial reform is a sensitive issue that should have and should still be
addressed in a constructive national debate.

Local government performance needs to be evaluated from two perspectives,
first from the efficiency of their functioning and from the capacity of real
decentralization that carries not only the legal framework but also the entire
state activity in this regard.

Territorial reforms have become a major feature of public administration
reform in recent decades in Europe. Following the wave of changes that
mainly affected Western European countries in the 1970s, further changes
were initiated in Central and Eastern Europe during the same century after
the fall of non-democratic regimes. In the early years of the twentieth century
as a cause of financial crises but also of the growing demands for services
and scale economies, under tendency for strong local government, many
countries undertook reforms in local government.

This kind of reform has taken place everywhere, at least in the countries of
Europe, it has taken a lot of time and is not considered a fast process, and it
has not happened without extensive process of comprehensive consultation
and broad consensus.

The Albanian government put forward this reform and the advantage it would
bring to the country’s integration into the European Union. From one’s point
of view, it may seem acceptable, BUT the undertaking of such reform is not
necessary to address these issues. The EU will not force Albania to change
its local government system. Other countries such as the Czech Republic and
France manage smaller local authorities (relying on extensive inter-municipal
cooperation, cooperation that has been slow in Albania).

As part of this reform, very important legal instruments have been adopted
such as the Decision of the Council of Ministers, no. 691, dated 29.7.2015
“On the adoption of the Cross-cutting Strategy for Decentralization and Local
Government 2015-2020" Law no. 139/2015 “On Local Self-Government” and
Law no. 68/2017 “On Local Finances “ accompanied by other sub-legal acts.

With the constant demand and pressure of local government, the government
transferred a set of 6 functions to the municipality, as part of the reform, but
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if we analyze in depth the previous legal framework, such as Law 8652/2000
“On the Organization and Functioning of Local Government” we note that
some of these functions were carried out at local level even before the reform.

Another step taken by the government was the creation of some additional
institutions that would assist the new municipalities such as Agency for the
Implementation of Territorial Reform, which in January 2018 became the
Local Government Support Agency and the Consultative Council. So far, no
significant impact and effectiveness of these institutions is seen.

In these circumstances, there are issues to be reviewed further, as the progress
and improvement in certain aspects. Issues that remain to be discussed are:

e Is the territorial division in 61 municipalities still a matter for
discussion?

¢ Isthereform so far up to the firstlevel of the local government without
reforming the second level, the regions, a premise for development
and regionalization in Albania?

e (an it guarantee equality of service delivery and living conditions
between urban and rural areas, a difference that does not exist in
developed countries?

¢ Was financial autonomy and fiscal decentralization provided?

e Are citizens’ requirements and expectations met by efficiency in
public services and the effectiveness of human resources?

e Were the criteria well-studied and well- implemented in the
new division, and what results are achieved three years after its
implementation?

¢ Isthereroom forimprovement and correction? What can be proposed
to Albanian politics in terms of increasing the efficiency of territorial
reform at the first and second levels of local government?

2. Coordination of foreign aid

The success and development of local government continues to be closely
linked to the strategic donor programs and projects. Their assistance has a
great value for democracy and capacity development and is complementary
to the gap to offer such assistance from the state itself.

12
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These projects have contributed to various areas of municipality activity, yet
there was a need for orientation towards the real needs of local government.
The STAR1 and STAR2 projects provided a donor coordination that operate
in Albania in the local government by joining the efforts of many in a single
project.

On the other hand, findings and recommendations from projects should have
been more seriously considered by central and local institutions, reflected
after in changes and improvements rather than simply reported and archived.

The Association of Municipalities has been invited and participated in various
projects, but this was not enough. The Association itself, but also the donors,
should provide more room for project decision-making, not just as observers
or board members without right to make decisions. We believe that only
with the participation of the Association, these projects would have a more
accurate orientation towards local needs.

[t is important that at these times of globalization and integration towards
the European Union, municipalities should demonstrate that they are
independent institutions as envisaged in the Constitution and in the European
Charter of Local Self Government, and not a monopoly of central government
when they belong to the same political affiliation and unworthy competitors
when they belong to the opposition.

13



V.  LEGAL FRAMEWORK OF THE REFORM

1. Legislation on Local Government

The undertaking of the administrative territorial reform required immediate
actions and measures, in terms of the legal framework for the organization
and functioning and preparation of a new decentralization strategy.

The Cross-cutting Strategy on Decentralization and Local Governance
(CSDLG) was approved by the Council of Ministers in 2015 and re-evaluated
in 2018, defining the objectives of the decentralization process in Albania.

Law 139/2015 “On Local Self-Government” regulates the organization and
functioning of local government by replacing the previous law. In this law,
the first-tier units of local government are only municipalities, eliminating
communes that became administrative units as part of new municipalities.

Law 139/2015 essentially does not bring about radical changes in the
internal organization of municipalities, and the role of the mayor and council
remains somewhat the same. Likewise, the relationship between the council
and the mayor remains the same. But this dependence of the Mayor from the
municipal council in adopting important decisions does not fit the Mayor’s
mandate, which is now elected by a much larger number of voters compared
to the previous division.

Law 139/2015 introduced the concept of limiting the mayor’s mandates to
three consecutive mandates with the right of re-election. This provision is
currently a matter of debate for the upcoming local elections because there is
uncertainty whether previous mandates will be considered or not.

This law eliminated joint functions and expanded the range of municipal
activities with some new or more expanded functions.

Other important changes brought by this Law are the establishment of
the Consultative Council, the concept of shared taxes, the establishment of
community structures, etc.

Law 115/2014 “On Administrative and Territorial Division of Local
Government Units in Albania” foresaw the administrative division in 12
regions and 61 municipalities. This law was supplemented by Council
of Ministers Decision no. 510, dated 10 June 2015 “On Procedures for the
Transfer of Rights and Duties, Assets, Personnel, Archives and other Official

14
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Documents to Local Government Units affected by Territorial Administrative
Reorganization”.

Law 68/2017, “On Local Government Finance” generally provides a detailed
and ambitious framework about local finances. The drafting of this law has
been one of the ongoing demands of the Association of Municipalities and
we were actively involved in the discussions to find the best solutions for the
local government units in line with the objectives of this law.

In our view, Law 68/2017 does not refer to “securing the fiscal capacity of
local government units for the implementation of drafted strategies”. This is
a very important aspect as at the regional level Albania is the last country in
Southeast Europe in terms of local government investment for 2006, 2009
and 2014. This law should mostly regulate the allocation of funds for local
investments. Otherwise, there is a risk that Chapter IV on Strategic Planning
does not have the power to regulate and promote strategic planning as capital
resources for capital investment are unclear - in the sense that there is no
guarantee that shared taxes and unconditional transfers may be enough for
funding.

The law does not refer to investment schemes by line ministries - which
should be mentioned as to increase transparency of which funds go to
municipalities, the projects that are funded, etc. Likewise, and the Regional
Development Fund including the Albanian Development Fund should be part
of this Law.

Even though there is a significant increase, the unconditional transfer
in terms of GDP is still far from meeting the needs of municipalities and
decentralization efforts.

The Association of Municipalities continues to support two other
recommendations on shared taxes and specifically on increasing the
percentage of personal income tax revenues from 2% to 5% and the inclusion
in the shared taxes of the Value Added Tax according to the contribution of
each local unit.

The Association of Municipalities has made a great contribution to drafting
this legislation and concrete positions and recommendations can be found on
our website aam.org.al.

! Fiscal Decentralization Report, NALAS 2006 - 2014

15



STATUS REPORT ON LOCAL GOVERNMENT IN ALBANIA

The dynamics of municipal development require more dedication and
speed in preparing and adopting other legal changes needed for local
government. This is because there are still many laws drafted before the
reform, referring to the old division with municipalities and communes, for
example law on communal police etc. This situation undoubtedly brings
difficulties for the new municipalities.

Another aspect is the unjustified delays in the preparation of legal and sub-
legal acts for the new transferred functions mentioning as the most evident
the function of civic emergencies.

2. Decentralization Agenda

Decentralization is a broad term that can be used to refer to different forms of
governance. Essentially, decentralization has to do with the transfer of power
from central government to lower levels of government. This may include
responsibility for planning and managing government functions, including
resource and funds. Decentralization is generally encouraged because it
brings positive impacts on local and national development, including poverty
alleviation and achievement of the millennium development goals.

In the theoretical sense, decentralization is the system of governance in
which political, economic, legal organization is based on the distribution of
competencies from central government bodies to local government bodies.

Decentralization can be carried out in three forms:

¢ Deconcentration as a transfer of resources, responsibilities and
authority within an institution or central administration. It transfers
power from headquarters to suburban offices of the same central
administrative structure, or transfers responsibilities to local
government units that are part of the central government structure.
Leadership, orientation and decision making is essentially with
central administration. However, this allows some sort of discretion
of officials at local offices, deciding without reference at any time to
the central office, but based on a set of common rules. Such are the
educational or health departments established in each region.

e Transferrefersto the transfer ofresponsibilities and decision-making
authority from the central government to the local government where
these authorities and their respective bodies from the constitutional
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and legal point of view are completely independent and legitimate
institutions and represent different levels of governance. It is one of
the forms of decentralization known today in the world and is how
decentralization has been realized in Albania, and

¢ Delegation as a form of decentralization that sends responsibility
and authority to the performance of certain functions in state or semi-
autonomous institutions or agencies locally located. This implies a
high level of control from the central and local offices. An example are
the civil registry offices. This right is defined by law as the right of
higher authorities to pass the attributes of exercising their power to
the lower hierarchical bodies within the relevant state system. With
the Law on Local Governance, the central government may delegate
its competencies to the local government.

Decentralization can be:

e political - transfer of political authority at the local level, based on a
process of representation based on local political elections;

e administrative - transfer of administrative matters at the local or
regional level, or

¢ financial - relocation of financial power at local level - which means
local capability for collecting financial resources, managing and
administering revenues and expenditures.

In each country, there are combinations of different forms of decentralization,
with deconcentrated and decentralized structures acting in parallel. For
example, prefects appointed at central level and municipalities with their
elected bodies work in the same community. These parallel structures
can often be part of conflicts and find uncertainty when it comes to of
accountability. The situation becomes even more complex in countries with
multiple levels of subnational governance. And there are several conflicts
between municipalities and prefects, where the role and intervention of the
latter is incompatible with the spirit of cooperation. The Prefect’s institution
is already very controversial there are arguments that it is something ‘parallel
with the region’ and whether it should exist.

How much does decentralization respond to current Strategy and the reality?

Territorial reform in all its dimensions required a different thinking, approach
and action. The preparation of a strategic document at the national level was

17
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indispensable. Central institutions and other domestic and foreign actors
have done a good job in drafting a document that would be a guide to the
government itself, but also an instrument for measuring and monitoring.

However, the major goal of the strategy as part of the government’s program
“to turn Albania into a model that inspires peace and development in
the region” does not seem to have much to do with reality, it is more like
propaganda rather than a document to address development and concrete
steps for decentralization.

The strategy would be more ambitious if it was more focused to realistic
decentralization efforts, for example in sharing of responsibilities and
funding system, or in action plans with clear objectives in time and content
for the transfer of new functions. So, the strategy should have well-defined
duties of policy directions for line ministries.

And after three years of implementation, the strategy could not clarify the gray
area that exists in the division of responsibilities between central and local
government in certain cases. Municipalities are unclear where regulatory and
administrative authority of central government begins and where it ends.

It would be good for each function to have clarity for all kinds of regulatory,
administrative, service and investment powers to avoid institutional clashes.
We mention here the unclarities between the municipalities and the regional
education departments for the appointment of educational staff or the case of
granting environmental permits between the municipalities and the regional
environmental agencies.

The strategy also leaves out some key issues such as the role of regions, lacking
a target for reforming the region as the second level of local government. Also,
the strategy has no objective for the dynamics of administrative units, which
could assist municipal leaders to further decentralize services or streamline
reorganization.

The strategy has four strategic objectives: efficiency of structures, fiscal and
financial autonomy, sustainable economic developmentand good governance.
All four objectives were supported from project donors in all municipalities,
regional projects or organizations with specific projects.

Butare we today ready to say that we have real and acceptable decentralization
from municipal institutions? Is there a willingness of central institutions to
empower to achieve these 4 strategic objectives?

18



STATUS REPORT ON LOCAL GOVERNMENT IN ALBANIA

While the municipalities can play a greater role in the objectives related
to the efficiency of structures and good governance, as the current legal
framework does not foresee obstacles, the two other objectives related
to fiscal autonomy and economic development municipalities are very
limited due to the system current financial situation. Municipalities are
dependent on central finances and lack the tools and power to achieve the
local economic development objective. In strengthening the democracy and
local government, key element is the fiscal decentralization, as the ability to
collect and manage enough financial resources for the provision of services
to communities without too much interference from central government.
This is one of the main principles of the European Chart of Self Government
of Council of Europe.

But there are other factors that the government and the municipalities
themselves have to consider, such as the political factor (polarization at
the edges and clashes in councils, or between the mayor and the council),
administrative factor with unclear and non-exhaustive legislation and poor
interpretation and implementation capacities, the financial factor (1% of
GDP for the unconditional transfer is extremely low), the weak domestic
capacity to generate revenues, distribution of investment funds without clear
criteria and transparency, the technological factor (although much progress
technology has recently been made, technology is still failing to improve local
service to the citizen).

The change brought by the reform brought difficulties to the local elected,
whether new or otherwise, in creating an organizational structure and culture
in serving the community and responding to change with the communities of
rural areas (former communes) who did not elect a Mayor or a council only
for them but would have an appointed administrator as the key link to the
municipality.

Of utmost importance is the other factor related to infrastructure, with
accepted and inherited shortages. Lack of infrastructure, especially roads,
is more visible and more burdensome in the municipalities already with a
larger territory, especially in rural areas.

Best Practices Assessment Report?, prepared by the Association of
Municipalities as part of the STAR2 Project showed the need for public

2 REPORT Assessment of challenges and achievements of Mayors post Administrative and
Territorial Reform, September 2015 - September 2018, STAR2
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infrastructure services in the already larger territorial and population-
based municipalities. The need for new infrastructure or infrastructure
improvements is encountered in each municipality and has received much
attention and a good part of the local budget. From this assessment carried
out in 2018, it resulted that in total 35 municipalities had infrastructure
and public services as their priorities during their mandate out of 61
municipalities in total, or over 57%.

3. History of territorial division

Local government in Albania before the 1990s was basically centrally
controlled with limited self-governing organs (peoples’ councils) within the
framework of a heavily centralized decision-making system, in charge of
managing the implementation of detailed economic plans government.

After the 1990s, we can say that the local government has gone through three
stages of development.

The first phase belongs to the period 1992-2000 with the Organic Law no.
7572 of 1992. During this period, we had 314 communes, 44 municipalities
and 36 districts. At this stage, fiscal decentralization and economic reforms
were at disadvantage compared to the political one.

At this time (August 1992), the first local government bodies were created
(according to the Law on Organization and Functioning of Local Government).
This should be considered as a very important achievement. Some of the
services and functions of direct benefit to the public were transferred to the
local authorities, along with more administrative and financial autonomy:.
However, despite the sustainability of political autonomy, fiscal and
administrative autonomy remained very limited.

The main structural change of reform was to outline the role of the two levels
of local government:

1. Municipalities and Communes increased their functions as first-level
governing bodies with direct and more authority, and

2. The District Council was outlined as a body with a more coordinating
role.

In the first years of transition, attention was focused mainly on central
reforms to establish key institutions (legislative, executive and judiciary),
democratic models, and basic economic reforms (macroeconomic stability,
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banking system, privatization, etc.). Consequently, the attention and care for
local government reforms was the lowest. However, in this period several
laws and decisions of the Council of Ministers were adopted, which defined
the powers and authority of the local government bodies.

The second phase belongs to the years 2000-2015 with the organic Law no.
8652 of 2000. This period started with the important development of the
ratification of the European Charter of Local Autonomy in 1999. The status
of local government began to change with the drafting and adoption of the
new Albanian Constitution. Under the Constitution, Albania is a unitary state
with two levels of local government: the municipality / commune at the first
level and region at a higher level. Local government in Albania is based on
the principle of decentralization of power and is exercised according to the
principle of local autonomy.

Since 1999/2000, several important steps have been taken to create
autonomous local government units with full authority to administer a
significant part of the public sector. The Albanian model of decentralization
was further developed in the National Strategy for Decentralization and Local
Autonomy, which was approved by the Central Government in 2000. In this
period. We had 308 municipalities, 65 municipalities and 12 regions.

The third phase belongs to the period 2015 and currently, therefore, the
period of implementation of the territorial reform with Law 139/2015, a
period in which we have 61 municipalities.

What are the advantages of the third phase? Were the promises fulfilled?

4. The new territorial administrative division

Reforms seen from different points of view are assessed differently, what
someone calls a success might be a failure for someone else, someone might
consider it in the right track but with slow development. The Association
of Municipalities has always been a constant supporter of the reform of the
local government, and has issued its positions on how this reform was made,
referring to some facts and arguments coming from other countries that have
undertaken such initiatives as:

e Territorial Aspects and Trends in the EU;

¢ Public services with standards regardless of the size of the local
government unit;
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¢ Thesize and functions of local government units are subject to change
affecting the quality of services rather than political influence.

There have been major changes regarding the number of populations of new
municipalities within districts. Specifically, in the Gjirokastra region with a
population of close to 70,000 or 2% of the total population®, the government
project for territorial division provided for 7 municipalities, while the
region of Tirana, where 31% of the population lives, with about 1.1 million
inhabitants was divided into 5 municipalities. So, we do not have a balanced
and fair report between the population distribution and the number of
municipalities. This concern is also mentioned in the Report of the Council of
Europe Congress of Local and Regional Authorities in 2015, a report which
mentions the cases of many municipalities in Shkodra and Tirana. This report
mentions the slowdown in the process of drafting the legal framework.

In the case of the Tirana municipal map, there were many questions about the
expansion of the municipality southeast, when the orientation and economic
development was the expansion in the northern direction from Rinas as part
of the corridor and economic zone Tirana-Durres. And here the debate was
related to the former commune of Paskuqan, today part of the municipality
of Kamza, which should naturally be a social and economic development
space of the Tirana municipality rather than becoming an obstacle to the
development of the outgoing corridor of Tirana Municipality. Citizens from
former Zallher commune, today administrative unit of Tirana municipality,
should go through Kamza municipality, it would be better to join Kamza
municipality as the nearest center but also for Kamza municipality this would
be the green part of the municipality new.

Each country chooses the model that fits in harmony with service provision,
national tradition and economic efficiency. Even this approach has not been
properly evaluated, as there are many cases that have eliminated valuable
identities in each region, such as Voskopja in Korca, Ardenica in Lushnja,
Gjinari in Elbasan, Shishtaveci in Kukés, Petrela in Tirana, Velipoja in Shkodér,
Magellara in Dibra, Ishmi in Durrés etc. Such cases could very well be separate
units and would have been an added value in the context of tradition and
compete within their territory and nature but not only.

But what do the figures show for the number of residents per local unit? In
the 28 EU countries, the average population per local unit is 5.580. Albania
with 373 local units before the reform had an average of 8,566 inhabitants

% instat.gov.al/media/5153/popullsia-1-janar-2019_final.pdf
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per unit (the largest population compared with countries such as Moldova
with 3,968 inhabitants, Romania with 6,935 inhabitants or Croatia with 7,717
inhabitants per unit). Today, with 61 Municipalities, the average number of
people goes to 47,000 inhabitants per municipality, which seems to indicate
large municipalities with a considerable number of voters and voters who can
produce competitive elections but remains the issue to distribute services in
all territorial jurisdiction extensively expanded.
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The issue for discussion remains whether we need large enough but not fully
efficient municipalities, or relatively small but democratic municipalities?

In conclusion, we can say that in certain conditions both large and small
units work and perform very well. Therefore, the process of reviewing the
administrative map should not be considered closed but should always
provide the opportunity for improvements wherever and when the citizens
ask for it.

Below we will present the comparison of the number of local units in
Southeast European countries*.

* NALAS Report on Fiscal Decentralization Indicators in South East Europe, Edition VII,
December 2018
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Country Types of Sub-Sovereign Number of 1st Tier
Government Municipalities
Albania Counties (12); Municipalities 61
Bosnia Herzegovina | Entities; Cantons (11); Municipalities 144
FBiH Cantons (10); Municipalities 80
RS Municipalities 64
Bulgaria Municipalities 265
Croatia Counties (21); Municipalities/Communes 556
Kosovo Municipalities 38
Macedonia Municipalities 81
Moldova Autonomm.ls.Pro.Vi.nce (1); Regions (32); 898
Municipalities/Communes
Montenegro Municipalities 23
Romania Counties (41); Municipalities/Communes 3,181
Serbia Autonomous Provinces (2); Municipalities 145
Slovenia Municipalities 212
Provincial Self-Governments (51)
Turkey Regional Self-Government (793) 1,398
Municipal and Communal Self-
Governments

5. Administrative Territorial Reform in facts and figures

Territorial division is in fact a product of history and whether we artificially
distort and damage the country’s governing tradition.

This reform was drafted and approved under the government’s imposition,
while we should have had amore democraticand inclusive approach compared
to the vertical model pursued. The involvement of civic society, respect for
the tradition and the history of communities had to be ensured, and more
work was needed to reach a political consensus that would guarantee a long-
term sustainability.

The widely public discussions on territorial reform, whether political or not,
have created great expectations that were to be realized in a short time. But
we should not forget the context of Albania, the pace of development, political,
economic, social factors. Anyhow, we should be a little more patient to see
the strong municipalities respond to these expectations. Administrative
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- territorial reform is not just a change of borders, but a whole set of legal
changes that have begun and take time for full and effective implementation.

We should not forget that municipalities face the same challenges as
before the reform and while conditions have not changed so much, we ask
municipalities to make progress out of their reach. For example, if we talk
about local finances, the new law brings a significant increase in municipal
budgets, but still not enough to enable the increase or improvement of
services.

We identify a decency related to decentralization for local units: the latter are
more competent, but they do not have a financial information to determine
how much money they need to start delivering a service and then deliver it
within standards. As competences increase, this should go hand in hand with
the financial resources that municipalities should also try to find themselves
through “smart” fiscal packages.

Another concern was the speed at which the territorial division was approved,
especially for the fact that we had a drastic reduction in the number of local
units from 373 units considered fragmented in 61 municipalities with wider
territory but with no added resources and efficiency in providing more
services closer to the citizen.

The new territorial division took effect before the preparation and approval of
the relevant legal package, when the opposite had to happen. We should have
a properly regulated legal framework and then take the new administrative
division into effect. This fact brought great problems especially during the
first year of the term 2015 - 2019.

In the demographic dimension, the distribution of the population in the
municipalities has undergone tremendous changes. Below are some figures
of the population of regions, then comparing them with the number of
municipalities in the respective regions.

Albania’s population on 1 January 2018 resulted in 2,870,324 inhabitants,
down with 0.2% compared to 1 January 2017. From the population estimates
of 1 January 2018, only three regions of the country recorded an increase in
population compared to a year ago, while nine of them marked a decline.

The largest increase was observed in Tirana (+25.1 per 1000 inhabitants),
followed by Durrés (+16.9 per 1000 inhabitants) and Vlora (+2.15 per 1000
inhabitants).
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The largest population reductions were observed in Gjirokastra (-45.3 per
1000 inhabitants), Dibra (-36.6 per 1000 inhabitants) and Berat (-34.2 per
1000 inhabitants).

In relation to the municipalities for each region we note that:

e In the region of Tirana lives 31% of the population organized in 5
municipalities;

e In Fier, 10% of the population is organized in 6 municipalities;

¢ InGjirokastraregion, 2% of the population of the country is organized
in 7 municipalities;

e In Kukés Region, 3% of the population lives in 3 municipalities,

¢ In the Dibra region lives 4% of the population, divided into 4
municipalities;

e 4% of the population lives in Lezha region, divided into 3
municipalities;

¢ Intheregion of Berat there is 5% of the population receiving services
from 5 municipalities;

¢ InVloraregionlives 7% ofthe population, divided into 7 municipalities;

e In Shkodra region lives 7% of the population divided into 5
municipalities;

¢ In Korga region lives 7% divided into 6 municipalities;

¢ In the Durrés region, 10% of the population lives in 3 municipalities;

e InElbasan Region, 10% of the population lives in 7 municipalities.

In the dimension of geographic extent problems are emerging, as distant areas
from the center of the municipality are not receiving many of the services and
appear out of focus. Providing administrative services, dealing with requests,
complaints or conflicts between citizens now require much more time to
be addressed by the municipality. Progress in this regard is made with the
establishment of one-stop-shops.

Out of 61 municipalities, 17 are cross border and 11 are coastal, yet economic
development and mountain or coastal tourism is far from the objective and
that is even after some initiatives like that of 100 villages (out of 2995 villages
in total) that came entirely as a central government initiative.
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The reform was highly supported by the concept of ‘functional areas’, a
concept that today is difficult to find implemented. This concept today has
lost value as an instrument to measure the progress towards decentralization
and local economic development.

These figures and tendencies show that there is a greater need for analysis
and consultation regarding the allocation and number of municipalities to
give them equal access to citizens. So, before we reach the 61-unit map, it
would be good to open the discussion for other mixed alternatives, such as
the voluntary union option, or holding local or regional referendums.

Details of decentralization and local government vary in each country.
Structure and organization are affected by the historical, social and political
context. In some countries there is a mix of types of decentralization and
various institutional arrangements within a single country.

It is good to explore the practical opportunities for mapping local units and
considerations from those who want to strengthen local governance through
specific capacity building work.

The main challenges in drafting decentralization reforms are the division of
responsibilities between levels of government, the assignment of territorial
jurisdictions, the establishment of electoral agreements, the drafting of
internal management structures and the establishment of appropriate
accountability mechanisms.

The generally accepted view is that a sector or function is a necessity for
decentralization if:

¢ Local requirements for a service vary in different localities;
¢ There is no significant degree of service-related economy;
e there is no substantial extension of service costs or benefits;

¢ Theservice is suitable for at least partial local financing through taxes
or payments;

¢ Local units have the capacity to provide the service, and

e The service is not intended to ensure substantial redistribution of
income or wealth.

It is not possible to say that some services need to be decentralized.
Literature suggests that the context of reform is important (the size criterion
is not always appropriate). Ensuring good relations between central and
local government and between levels in a multilevel system is important for
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effective operations. Unfortunately, central / local relationships are often
characterized by mistrust. A common source of tension arises from the level
of control exercised by the central government and accountability expected
by the local government.

Determining accountability and coordination mechanisms to ensure balanced
and harmonized central / local relationships is rather a difficult step.

Even after the reform, there is a greatinfluence of central government, political
or financial influence, and more specifically from the ‘urban renaissance’ that
creates the impression of imposing a common taste, creates a monopolistic
idea of government control over the municipalities. This is not good as
these are two different powers, the municipalities are independent and the
interaction between the powers should be based only on the Constitution
and laws.

28



VI. INSTITUTIONAL FRAMEWORK

As mentioned above in the legislation drafted for the reform and the changes
made, the organization and functioning of the municipalities remains the
same; the finances have not significantly increased during these years after
the reform and the new transferred functions were partially under the
responsibility of the municipalities even before the reform.

This leads us to think that the reform was merely amalgamation of the former
communes and merging them with the city-center municipalities as a more
mechanical union than the essence of the entire local government system.

1. Central vs Local institutions

The entire state apparatus in the Republic of Albania consists of 1 202
institutions. The source of this information is the list of institutions extracted
from the Treasury office data in the Ministry of Finance and the Bank of
Albania.

Public institutions in Albania can be divided into two large and independent
groups, central and local institutions. The disproportion of finances for public
services between local and central government is extreme: 8% versus 92%.

How is the report between local and central government? Out of the 1202
institutions mentioned, 898 belong to the central government while 282
belong to local government and 22 others are financial and non-financial
enterprises, among which the central bank and the social security fund. From
central government institutions, 835 units are directly funded by the state
budget, while 63 are classified as extra-budgetary, meaning public-owned
companies or institutions that are considered as independent revenue-
generating agencies or intermediate institutions. The central government
directly controls 14 public companies. Some of these public companies have
great economic activity, such as KESH, OSHEE or OST. Some others have more
limited activity.

The local government has 192 tax-financed institutions and 90 are classified
as extra-budgetary. Enterprises not funded entirely by local government
are mostly water supply companies and football teams. In Albania there are
currently 30 sports clubs under the jurisdiction of the municipalities and 58
water supply and sewerage enterprises.
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Referring to this structure of the state apparatus and this division, the question
arises as to whether we have a small and efficient central government and
whether the 4 to 1 ratio in favor of the central government is in line with
the division of responsibilities and responsibilities between the two levels of
government.

In 2016, the central government created 4 regional development agencies
to help reform and municipalities without analyzing and studying their
necessity. The Association of Municipalities objected to the establishment of
these agencies initially with the argument that the reform of local government
and the creation of 61 new municipalities does not need other government
agencies. Their activity was ineffective, and the government was forced
to close these agencies after 3 years of their operation. Their closure was
a good decision though delayed and with a financial loss for 3 years. Other
institutions can be seen in this light.

But do we have a similar situation in local government? Municipalities should
of course be more cautious in creating or maintaining financial and extra-
budgetary institutions, for example football clubs. Although there have been
problems before, the legal framework does not prevent municipalities from
privatizing these clubs. But there are other forms that municipalities can
relieve the bureaucratic burden as much as possible, focusing on economies
of scale, and here we refer to public enterprises such as water supply and
sewerage companies that can be oriented towards cooperation in larger
enterprises, or access to regionalization of the waste management service.

Another direction where municipalities should focus further on is the
reduction of service contracts with other private entities and the provision of
services such as greening, etc. from municipalities themselves through their
public enterprises.

2. Human Resources

Central government pretended that territorial reform will reduce
administrative costs and the cost of human resources. The target could be
desirable even though it could lead to drastic reduction in the number of
employees in the 61 new municipalities.

In 2015, in the 65 municipalities and 308 municipalities, the total number
of employees was 19,625, according to the 2016 Ombudsman’s Report.
According to this report, in only 51 municipalities a total of 3059 employees
has been fired.
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However, by December 2018, the number of employees in 61 municipalities
is 33,500 according to the data of the Ministry of Finance. This indicates
many former employees were replaced with new employees. Out of this total
of employees, 6300 are employees of Tirana Municipality and then figures fall
significantly in other municipalities.

Below is a graph showing those municipalities where the number of
employees is over 500. There are 17 such municipalities, while the rest have
fewer than 500 employees and the list closes with the Pustec municipality,
which has 64 employees.
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Consequently, the claim was not well studied by the government as the new
and geographically larger municipalities would need a larger number of
employees.

The young mayors faced a huge workload that came mostly from rural areas
and they had to create organizational structures that could handle rural
expansion, agriculture, rural tourism, forestry and pasture management, and
SO on.

Current municipal structures seem to have not yet been adapted to fill public
services mainly in these rural areas. Although there has been some progress
in one-stop-shops and others uses of technology (43 municipalities apply one
stop shops), there are still gaps that contribute to the idea that the municipal
administration is in the center.

Administrators of the administrative units raise the problem that any of their
interventions is completely dependent on the municipality in the center. This
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has brought by the ‘fatigue’ of citizens because of distance. So, there is a need
for a fair report between administrative efficiency and territory.

Law 139/2015 provides that until December 31, 2017, the administration
should function in each administrative unit. From January 1, 2018, the
municipal council has the authority to decide on the reorganization of
the administration of administrative units, to cover the territory of one or
more administrative units within the municipality, according to the needs
of local communities and administrative efficiency. This provision has been
implemented in Mallakastra for example.

Soon, municipalities will have to take measures to enable the provision of
public services across their territory in compliance with the movements of
the people within such territory. The law should enable municipalities to
make decisions by councils themselves for their own internal reorganization
or establishment of service units that can operate independently without
such a great dependence on the central municipality.

32



VII. CITIZENS PARTICIPATION AND
ENGAGEMENT, TRANSPARENCY

Civic engagement and active participation of all citizens, various interest
groups and civil society in regional and local life is an added value of decision-
making quality as well as the pressure on power.

According to the report on the National Evaluation of Local Governance
in Albania conducted by IDRA as part of STAR2 project, only forty-two
municipalities (69%) reach the “average” level, only ten municipalities (16%)
qualify as “good” and nine remaining municipalities (15%) are “worse” in
terms of civic participation and engagement.

The creation of 61 new municipalities led to a significant reduction in the
number of local councilors. Of the approximately 5500 councilors in 373
local units, today there are only 1595 councilors. This quantitative indicator
was expected to bring a better quality of the profile of municipal councilor.
But even here we do not find that we have the expected results. Councilors
in most cases have been guided in the exercise of their mandate by narrow
personal interests, or by political orders. Cases of collisions between the
municipal council and the mayor are numerous regardless of the size of the
municipality. Two recent cases illustrate precisely this issue. Cases of Skrapar
and Prrenjas municipalities, in which the council failed to approve the 2019
annual budget according to legal requirements and procedures, while the
mayor has requested for the distribution of the council. This showed that the
system has legal and institutional problems, and even worse political that
affect the governing and ongoing services for citizens.

There is still concern about the representation of rural communities in the
council, since the electoral lists are closed ones, which result in the loss of
direct contact between the councilor and the residents.

In terms of gender, the changes in the Electoral Code have brought their
consequences and we already have 552 women councilors or 34.6% and this
indicator is good news.

As far as Law 139/2015 is concerned, it holds instruments to guarantee
civic participation such as community consultation, civic initiative right
and community structures. This would enable the citizens to interact
with their municipality. When it comes to the practical implementation of
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these instruments, there is not much to say. Most municipalities remain far
behind not only civic participation in decision-making but in governing with
transparency and information of citizens. There are obviously good practices
of participatory budgeting, public works done with community’ contribution,
and so on. What is to be distinguished is the use of information technology
tools to bring the municipality to citizens, consolidated in some of the large
municipalities.

Local democracy through participatory / transparency and accountable local
government is still fragile in our municipalities even though interventions
have been made with clear legal provisions with the right to appeal, request
and citizen initiative in the Organic Law, with the exercise of the right for
information (coordinator and register of requests, official website of the
municipality etc.). These mechanisms are quite ambitious to be implemented
in all municipalities based on the real possibilities of the local administration
and infrastructure to enable them. Municipalities have been engaged in
simpler and more direct experiences to stabilize communication channels,
mainly with meetings of the mayor, or consultations already consolidated on
the fiscal package and budget planning.

Yet, there is still a lot of work to do from the transparency of the website,
the adoption and implementation of transparency programs and the regular
functioning of the information coordinator.
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VIII. RELATIONS BETWEEN CENTRAL
AND LOCAL LEVEL

Cooperation between the central and local level is a key factor in local and
national development, as it provides a synergy of efforts and bring about
successful decentralization.

But such cooperation is only achieved when local units engage strongly in
political dialogue with the central government and cooperate on the one
hand, and on the other hand, when the central government opens the doors
of cooperation, builds mutual and fair relations based on the principle of
subsidiarity, in respect of the independence of the institutions.

Although indispensable, co-operation and coordination between central and
local government remains problematic and politically-oriented. The harsh
rhetoric that characterizes politics in Albania has affected the relationship
between government and municipalities of opposition. The confrontation
and debate between the prime minister with the right wing mayors have
been very harsh. These clashes never serve the constructive debate and
the climate of cooperation, turning into a bad model and often a barrier to
financing various projects for the right-wing municipalities.

This situation was unfortunately affected the allocation of investment
funds by the central government through ministries or other agencies. The
consequences of this rhetoric are felt in the allocation of investment funds by
the Committee for Regional Development, or the approval of infrastructure
projects of the Albanian Development Fund, funds and projects that in the
majority have gone to the left municipalities and there has been a significant
imbalance brought by political affiliations.

Over the years this central government grants mechanism for municipalities
has not contributed to good relations and mutual trust climate. The years
2016 and 2017 have been years where funds from the Regional Development
Committee have been unbalanced not only politically but also in the ratio
between large municipalities and small municipalities. Intergovernmental
relations should be improved through the establishment of institutional
dialogue and decision-making mechanisms, particularly in the field of local
finances.
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1. Consultative Council

Local self-government units are consulted, through representative
associations of local self-government and other stakeholders, through which
it is possible to present their opinions, comments and proposals on policies
and legislation that have a direct impact on the exercise of their rights and
functions. them. The structure, procedure, form, manner of organization and
functioning and the nature of the issues for consultation are determined by a
decision of the Council of Ministers.

Based on this provision, the Consultative Council was established in order
to reach and institutionalize the consultation process between central
government and local self-government, as the main forum where central
government consults local self-government units on draft laws, draft Council
of Ministers decisions, project policies and project strategies that regulate
or have a direct impact on the exercise of rights and obligations of local self-
government units®.

To date, the activity of the Consultative Council has served to present the
views of the government and municipal authorities on various issues without
being accompanied by a concrete decision or tangible result. And though the
nature of this institution is advisory, expectations are inevitably towards a
decision-making in defense of local interests.

The Association of Municipalities even though has provided an active
participation in this Council, has been and remains skeptical of the need for
such an institution as an excessive link in the institutional co-operation chain.
Although the Council has been more dynamic lately, we note the Council’s
activity is focused solely on the presentation of many sub-legal acts at an
insufficient time for consultation. In this way, the Council does not meet for
a clearer, more substantial, objective that dialogue and negotiation between
the local government and the government need. The council must act more
strategically, not abusing the efforts of its members in a very chaotic way for
many technical issues. We believe that the quality of the legal framework that
determines the status of local authorities and clarity in determining functions
that vary depending on the functions, rather than the number of meetings or
the number of draft laws passed, would be a better indication.

5 Article 12, Consultation between central government and local government units, Law
139/2015

¢ Decision No. 910, date 21.12.2016, On matters of consultation, structure, procedure and
functioning of the consultative council of central government with self-local government.
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2. Agency for the Support of Local Governments

This Agency is a continuation of the Agency for the Implementation of
Territorial Reform. And eventhoughaninstrumentinsupportofmunicipalities,
its role is very superficial considering also its legal powers.” This agency has
mainly a coordinating role for unifying delegated functions, monitoring the
Decentralization Strategy or serving as the Consultative Council Secretariat.
It has no human or financial resources to support municipalities, and its role
is very unclear. We think that its role and functioning should be revised. Such
an important reform should be followed by a dedicated ministry line, to be a
strong voice in the cabinet instead of such mechanisms.

7 Point 4, DECISION NO. 11, Date 12.1.2018 ON SOME CHANGES TO DECISION NO. 83, DATE
28.1.2015, OF COUNCIL OF MINISTERS, “ON THE ORGANIZATION AND FUNCIONING OF THE
AGENCY FOR IMPLEMENTATION OF TERRITORIAL REFORM”
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IX. LOCAL GOVERNMENT AND INTER-
INSTITUTIONAL INTERACTION

Local government implies the right of people of a given territorial community
to independently govern their affairs through bodies they choose themselves
or directly. In Albania this is accomplished based on the principle of
decentralization and local autonomy.

Its most visible aspect, the autonomy of the local government is in the clear
definition of the competences of the local government units, provided by the
Constitution and by law, to decide for themselves on matters under their
jurisdiction.

Defining competences directly in the Constitution is of importance because
such a solution would render the executive’s tendency to legal initiatives
before the lawmaker for legal changes at any time impotent. This guarantees
the sustainability of local government competencies, and the constitutional
status of local government also results in its independence.

Given the three affirmative principles, state unitarism, power sharing and
local government autonomy, the ratio of local government bodies to a range
of other institutions, their relationship with them deserve an analysis in this
report.

In a democratic state, the principle of check and balance, as well as the
principle of decentralization and local autonomy, do not only require non-
intervention in the competencies of bodies belonging to different powers,
but also requires cooperation between them, while the objective purpose of
anybody belonging to different powers is the strengthening of democracy in
the interest of the country.

The principle of institutional cooperation has two dimensions, negative and
positive, negative because it is not necessary to intervene and respect the
competences of each body from the other and positive because it is necessary
to actively cooperate and support the organs to fulfill constitutional
obligations.

The following will discuss the interaction, cooperation and relations of local
government units with institutions such as the President, the Assembly,
the Council of Ministers, the Prefect, the Constitutional Court, the Judicial
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System, the People’s Advocate, the Supreme State Audit, the Commissioner
for Protection personal data and so on.

LOCAL GOVERNMENT AND PRESIDENT

The president decides the election date for local government bodies. From
the constitutional provisions, one can conclude on three points of meeting
between the local government and the President:

¢ Local authorities are obliged to provide information whenever
the President requests to be informed about issues related to their
competences.

¢ The president announces the local election day.

e The President announces the election day to the respective local unit
when the Constitutional Court approves the decision of the Council of
Ministers to dismiss a local elected.

During 2018, the Association of Municipalities had a meeting with the
President of the Republic on the highly debated issue of the National Theater,
in the viewpoint of the violation of local autonomy and the role of the council
in the alienation of public real estate.

LOCAL GOVERNMENT AND ASSEMBLY

The legislator’s function is on one hand, in the adoption of laws and, on the
other hand, in exercising control over other powers to the extent that this
power is applied. The Assembly interacts with the local government bodies
by exercising its functions in relation to:

e Approval of the legal framework affecting the organization and
functioning of local government.

e Establishment of investigative commissions to control the activity of
the local government as far as is permissible.

We can say that there is an already consolidated involvement of local
government, through associations, in the process of discussing draft laws.
The Association is invited to attend and submit recommendations to various
parliamentary committees. Yet, the Association of Municipalities was not
invited and consulted during the preparation of the 2019 annual budget by
the relevant parliamentary committees.
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LOCAL GOVERNMENT AND THE COUNCIL OF MINISTERS

The principle of decentralization requires autonomy in the process of
creation, financing and the function of the local government rather than
the central government, the autonomy that begins with the direct election
of local leaders as an expression of sovereignty. However, the Albanian
Constitution provides that the Council of Ministers may dissolve or dismiss
the directly elected body of the local government unit for serious violations
of the Constitution and laws.

Therefore, the Council of Ministers has the authority to monitor the work and
dismissal of the elected body in cases of serious violations of the Constitution
and Laws.

The Council of Ministers also defines the general lines of development policies
in the country, which should generally be considered by local government
units. Basically, the success of decentralization lies in keeping away the
central executive from local affairs. Practically, there are few cases when the
executive wants to usurp the ‘functions / powers’ of local government.

LOCAL GOVERNMENT AND PREFECT

The Prefect is the body provided for in Article 114 of the Constitution. He
is a representative of the Council of Ministers in the region. The Prefect is a
body of central government, but with limited territorial jurisdiction. He is
appointed and dismissed by the Council of Ministers.

The Prefect controls the realization of the functions and responsibilities
delegated by the central government and the use of the funds provided for
them, as in the case when they are provided by law or when they are defined
in joint agreements between a central institution and the local government.
It does not interfere with the authority and rights of local authorities in
decision-making and is not a hierarchical body of local government bodies.

From the practice we can say that there are cases of difficult cooperation
between the municipalities and the prefect that leads to the high number of
return of acts for re-examination by the Prefect.

LOCAL GOVERNMENT AND CONSTITUTIONAL COURT

Local government bodies have a direct relationship with the Constitutional
Court. This connection is found in:
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1. Local authorities as a legitimate subject for claims of power disputes
- conflict of competences between central and local government;

2. the local authorities as a legitimate subject in case of allegations of
unfair dismissal by the Council of Ministers;

3. local authorities as a legitimate subject for interpretation of the
Constitution orincompatibility of normative acts with the Constitution
and with international agreements where they should prove their
interest;

4. Local authorities as a subject of the right to due process.

LOCAL GOVERNMENT AND JUDICIAL POWER

Local government bodies may address the court in case they claim there
is a violation of their own right of self-government. Article 113/3 of the
Constitution sanctions their right to protect their interest in the court.

On the other hand, individuals and anyone can address the court if the
administrative activity of local authorities’ conflicts with the Constitution
and the laws and violates their legitimate rights and interests. Judicial control
of acts of an administrative nature is an expression of the principle of control
and balancing of powers and is a guarantee for the protection of individual
rights against abuses by public bodies.

LOCAL GOVERNMENT AND HIGH STATE AUDIT
According to Article 163 of the Constitution, the High State Audit controls:

a. the economic activity of state institutions and other state legal
entities;

b. the use and protection of state funds by the central and local
government bodies;

c. theeconomicactivity oflegal persons in which the state has more than
half of the shares or shares or when the loans, credits and liabilities
are guaranteed by the state.

Each year, the Audit reports to the Assembly on the implementation of the
public budget by local authorities.
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LOCAL GOVERNMENT AND THE OMBUDSMAN

The People’s Advocate has carried out the categorization of administrative
activities and administrative functions of various public bodies, and the
list of administrative bodies with the Regulation Type “On the Review of
Administrative Appeals” and the Regulation on the Right of Information,
nominating local government bodies as responsible for their activity in
accordance with the Constitution and the law.

During 2017, on average, only one report remained in the process of review
beyond the deadline set by law, and 41% of municipalities did not receive any
reports from the People’s Advocate.®

LOCAL GOVERNMENT AND HIGH INSPECTORATE OF
DECLARATION AND AUDIT OF ASSETS (HIDAA)

HIDAA exercises an external control of public administration activity over
conflict of interest. HIDAA controls and declares the property of several
entities, local officials such as local councilors, mayors, as well as senior and
middle management civil servants, according to legal definitions.

LOCAL GOVERNMENT AND ANTI-DISCRIMINATION
COMMISSIONER

The Commissioner for Protection from Discrimination has the authority to
review complaints from persons or groups of persons who claim to have been
discriminated against either by local government bodies. Discrimination may
appear in some forms such as straightforward, indirect, disturbing, etc. The
most common form is that of direct discrimination, but no other forms are
excluded.

LOCAL GOVERNMENT AND PERSONAL DATA COMMISSIONER

The Personal Data Commissioner guarantees the lawful processing of
personal data by controllers established in the Republic of Albania, including
the municipalities. Among the main competencies of the Commissioner for
Personal Data Protection are the granting of authorization in special cases,

8 Report i “Municipalities in the process of EU integration”, 2018
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the use of personal, sensitive data, the international transfer of personal data,
and the control of data processing.

LOCAL GOVERNMENT AND THE PUBLIC PROCUREMENT
COMMISSION

The Public Procurement Commission is the highest procurement body that
reviews complaints about procurement procedures in accordance with
the requirements set out in this law. The Public Procurement Commission,
at the end of the review of the complaints, makes decisions, which are
administratively final. The Public Procurement Commission is a public legal
entity, subordinated to the Council of Ministers, funded by the State Budget.
The Public Procurement Commission’s report® for 2017 shows that there
have been complaints about procurement procedures from 44 municipalities,
a high number.

° parlament.al/Files/Kerkese /RAPORTI-KPP.pdf
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X. DECENTRALIZATION AND NEW FUNCTIONS

Functions and responsibilities do not always relate to the level of local
units, but rather they depend largely on political and legal traditions, in line
with the country’s philosophy and culture, and in harmony with the local
government’s capacity to implement.

Territorial and administrative reform transferred some new functions.
However, except for fire departments or appointment of educational staff,
other functions were previously provided by municipalities and communes
under Law no. 8652 of 2000. However, a process of fuller transfer of these
functions was launched, a process that has not yet been completed.

New functions that were transferred to the municipalities are: i) social
services; ii) preschool education staff and support staff for the pre-university
system; iii) forest and pasture management; iv) management of the secondary
and tertiary sewerage system for irrigation and drainage; v) fire rescue
centers and vi) rural road management.

Even though, the transfer of some of these functions has been requested for
many years, the biggest concern has been the division of responsibilities
between local and central government, the uncertainty that still exists.

Central government has the task of determining what needs to be done, how
to fund these functions, the role and the duties for each of the institutions.
While local public service providers, i.e. municipalities, need to understand
how services should be provided and distributed, how to better fund them,
and the level of their standard (minimum-optimal-maximum). Both sides
must present their positions to the citizens, but this is not happening because
there is no clarity, and no one takes the responsibility and the courage to
present them.

During the last three years, the information we receive from the municipalities
shows that despite the legal changes and the government’s claims, new
functions in our interpretation are the firefighting service and education.
In these two functions, there is really an expansion of local government
competences and tasks. For the rest of the alleged new functions, we can say
that they were previously offered by the municipalities and post-reform legal
changes are not always as significant as calling it new functions. However,
below we are presenting our findings for most of them.
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1. Social Services

The function ‘social services’ as the distribution of economic aid and the
provision of social services in the municipality should be revised within a
smaller number of municipalities. And though there have been attempts to
change the law?, there is still an institutional confusion, especially as the legal
basis for this sector refers to 2005 before the reform. The biggest problem
lies in the Electronic System for economic aid since the system has no up-to-
date information about registered persons at job vacancies as unemployed
jobseekers. Unfairly, families have been removed from all unemployed lists.
The system makes no distinction between job seekers and students, as the
student has no obligation to register at the employment office as a jobseeker.
Thus, unjustly removed all families with children students, poor families and
families with no incomes, etc.!?

2. Fire protection

The fire protection function at the local level is a completely new function,
which is transferred more as a tendency for decentralization without a good
analysis of local capability to provide this function. Preparing legal provisions
in this sector was a good job, but municipalities raise problems with inherited
infrastructure, and that in many small municipalities, but not only, the
provision of this service is questionable. As a positive indicator of increasing
attention in this sector is the number of employees. In 2015, firefighter sector
had 740 employees, while in 2018 this number reaches 1050 nationally. Poor
indicator is the allocation of finances to this sector, funds that mainly cover
operating costs, and few services, while very difficult for medium and small
municipalities is the purchase of fire trucks and equipment. What has been
observed these three years is the limited capacity to cope with emergency
situations.

3. Education

The function of education, with the new Law on Local Government, passed
under the full responsibility of the municipalities on the pre-school and

10 Law No. 44/2016 On some additions and changes to law no. 9355, date 10.3.2005, “On
economic aid and social services”, as amended.
1 https://aam.org.al/qendrimi-mbi-skemen-e-re-te-ndihmes-ekonomike/
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partially for the pre-university education. Law 139/2015, Article 23 provides
that municipalities are responsible for the construction, rehabilitation
and maintenance of pre-university education system buildings, except for
vocational schools and for the administration and regulation of pre-school
education in kindergartens. This function is not yet clearly divided between
theline ministry implementing Law 69/2012 “On the pre-university education
system in the Republic of Albania” and the municipality implementing Law
139/2015. There is currently a blockage of municipal competence over
the preschool system (kindergartens), highlighting the lack of efficiency in
information exchange and internal management of schools and regional
education directorates, and many cases have been challenged in court.

The resistance shown by the Ministry of Education during these three years
has not helped the good inter-institutional relations, even though there is
an improvement during 2019. Ministry of Education moved on with the
reformation of the preschool finance system by increasing the overall level
of funding for preschool teachers by 9.1% and by moving primarily to a
“per pupil” allocation of funding as opposed to the historical “per teacher”
system used in the past. The new system of funding better reflects the social,
demographic and infrastructural developments of the past 27 years and
helps addressing the problem of overcrowded classes in preschools. As a
direct result of this reform, the national average ratio pupils per teacher will
fall from 18 to 15 and the maximum average will drop from 26 pupils to 18
pupils per teacher.'?

Opinions in this function are different if this function can be entirely provided
by the central, regional or local government. It has also sparked debate on
the financing of this sector, which at national level reaches 3.4% of GDP, a
figure quite low compared to the countries of the region, but what should
be well understood is how many percent of this figure goes to the local level.
The municipalities raise the problem of amortized school premises and the
inability to maintain them, referring to information from municipalities or
media cases.

4. Forest Management

The function of the forestry services, as provided in the law is defined
as: the municipality is the owner of forests and pastures located within

12 NALAS Report on Fiscal Decentralization Indicators in South East Europe, Edition VII,
December 2018

46



STATUS REPORT ON LOCAL GOVERNMENT IN ALBANIA

its administrative territory. This sector has a substantial quantitative legal
framework that has changed many times. Locals raise some problems
related to the inventory of forests and pastures, and the certification of the
ownership of the municipality. This requires financial and human resources,
and coordination with property registration institutions. The municipalities
raise concerns over the inability to prepare forestry and pasture operational
and management plans, as the fund transferred from 2015 every year,
although there is a small increase, is insufficient for this sector. The transfer
to municipalities is not giving them economic advantages.

The objective in the Decentralization Strategy was to reach decentralization
by 100% of the function of local forests and pastures and the municipalities
would be the main actor for their management as an economic and
environmental asset. The transfer of forests and pastures and will be
completed by 2019 according to this strategy. From our information, it seems
that this process is not going well, and it is difficult to achieve this goal. As part
of the transfer of forest management, the government continues to provide
budget support, and for 2018 this budget was in the amount of 271,130,000
lek. The municipalities raise the problem of the execution of the fines as
they do not have this competence, which is today with the line Ministry. The
lack of incomes generated by the municipality because of a forest utilization
moratorium should be compensated by the State Budget. Our opinion is that
if there are moratoriums on the use of forests, they should be the competence
of the municipalities themselves and the municipal councils. In 2005, 1200
employees were employed in this sector nationwide, while in 2015, with the
start of reform, this number was 700.

5. Drainage and Irrigation

The irrigation and drainage function, as well as the maintenance of the
secondary and third irrigation and drainage network, based on Law no.
24/2017 “On the management of irrigation and drainage” is the main
responsibility of the municipalities.

This function was expected to significantly increase services in favor of
farmers and rural development according to targets. But the results show that
there is not enough coordination with the line ministry, regional irrigation
and drainage Departments with very limited transfers compared to the
need, and investments with no significant importance. We should mention
the government’s investment in purchasing a fleet of trucks (excavators).
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To provide a sustainable solution to this problem, field experts think that
municipalities themselves should allocate more financial resources from
their revenues and structure this sector, establish municipal enterprises
solely for this function or transfer this to third parties or agreements of inter-
municipal cooperation. Municipal information shows that there is no strong
mechanism for collecting revenue and user fees, and that this sector with this
revenue volume only covers the minimum costs.

It is suggested that the central government should also significantly increase
its municipality budget for this vital sector, referring to the fact that our
country’s agricultural and rural economy and household agriculture totally
depend on irrigation.

6. Local roads

Regarding the management of rural roads at the municipal level, the
decentralization strategy defined the objective of increasing the management
capacities for the maintenance of urban and rural roads. Within 2017 the
inventory of the entire urban and rural road network system should be
completed. The municipalities inform that the process is very slow and there
is a lack of data and maps, as well as ambiguity from the regional councils
and prefects. At the central level, the standards of design, construction and
maintenance of road infrastructure will be adopted. It would be good if
these standards were also implemented at local level to ease the work of the
municipalities.

The strategy foresees that PPP forms in the construction and maintenance
of local infrastructure will be promoted as an efficient tool for increasing the
quality of service. This method is not very appropriate for the nature and
potential of the local road system, in two aspects, in the interest of subjects
to PPP, as well as in the ability of municipalities to engage in PPPs that are
not enough. Maintenance by the municipalities themselves, especially in
small and medium-sized municipalities, would be a job opportunity for local
communities. The rural road system is still unclassified and not integrated
with the rest of the road system.
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XI. FISCAL DECENTRALISATION

Fiscal Decentralization means the transfer of responsibility to carry out
expenditures and to generate revenue for local governments. 13

Fiscal and financial autonomy go hand in hand with these conditions:
¢ Transfer of national financial resources to local government;

e Transferring the responsibilities and the right to carry out the
expenses;

¢ Increase of local government revenues;

¢ Full authority in determining / imposing local taxes and charges and
expenditures; and

¢ Alegal framework that enables local borrowing.

Such definitions have been used before and after reform but remain a problem
and today local officials raise the same problem of lack of decentralization
and financial autonomy:.

But is fiscal decentralization understood and is there a will to move forward?

As mentioned in this report, some steps have been taken in this regard with
the transfer of some new functions. But the debate remains open about the
transfer of full responsibilities and appropriate financial means. The most
problematic cases are in pre-school education, but also in the irrigation and
drainage system.

Nevertheless, Albania remains very much behind not only European Union
countries but also other countries in the region about local total revenues
as a percentage of Gross Domestic Production and as a percentage of Total
Public Revenues.'*

13 http://web.worldbank.org/archive /website01061/WEB/0__CO-11.HTM
14 Report NALAS Fiscal Decentralization Indicators
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Total local revenues as % of GDP, 2017
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Of course, Law 68/2017, on Local Finances was a good step to determine
the unconditional transfer, per annual budget of not less than 1 per cent of
the gross domestic product envisaged in the macroeconomic estimates and
forecasts approved by the Council of Ministers'®>. During 2019, unconditional

15 Article 23, Unconditional Transfer, Law 68/2017, On Local Finances
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transfers follow provisions of the Law on Local Government Finances as 1%
of GDP or 17.5 billion lek, an increase of 6% or about 1 billion lek compared
to 2018 and 42% or 5.2 billion more compared to 2015; according to the
Ministry of Finance.

The rest of the law that discipline financial relations remains problematic. In
practice there are many cases where the economicactivity ofthe municipalities
is objected by the treasury branches, or the recent clashes for approving the
budget between the Mayor and the Council in the municipalities of Skrapar
and Prrenjas.

Other funding instruments for municipalities, such as the Committee for
Regional Development, the Albanian Development Fund or other funds,
have not had any major impact. Even these instruments have encountered
controversy for two reasons. The first reason is that municipalities should
not compete with the government for providing their services, and the
second reason relates to the political intentions that affect the allocation of
these funds. Only in 2017, the Committee on Regional Development allocated
93% of the funds for left wing municipalities and only 7% for the right-wing
municipalities.

The Association of Municipalities has always expressed the concern that this
mechanism is ineffective and should not exist. Our concrete recommendation
has been that these funds should be allocated to the municipalities according
to a formula agreed with the municipalities themselves.

Intergovernmental fiscal transfers have improved with the update of the
unconditional grant formula but there are still some issues related to certain
criteria, such as the population. The population is indexed based on census
data from 2011 and the civil registration offices, and yet there are objections
from municipalities on the actual number of residents. In general, the current
system does not sufficiently reflect the social and demographic changes of
recent years, leading to significant inequalities between municipalities in
terms of service coverage. Another problem with the unconditional transfer
that remains to be addressed is the criterion for urban / rural areas as well
as geographic size (built on the argument that groups in rural areas are
naturally smaller than in urban areas) is accompanied by strong changes in
finances and a very high financial and social cost.
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The table below shows the change of local revenues as a percentage of public
revenues during 2006 - 2017.

Local revenues as % of public revenues
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Shared taxes continue to be an old problem that cannot be solved by the new
law. Vehicle registration tax allocation has increased by 25% in favor of the
municipalities, but although it has problems of practical implementation
due to the lack of coordination of the institutions. In some cases, e.g. Kamza
and Tirana municipalities have difficulty calculating this tax according to the
vehicle registration location.

Personal Income Tax was introduced as a shared tax with 2% of revenues in
favor of municipalities but remains to see what the real impact will be as we
do notyet have concrete results. Municipalities do not have great expectations
for their portfolio by sharing of this tax.

The main problem with shared taxes lies with mineral renta. Despite legal
definitions, municipalities remain discriminated by the share of funds
coming from this tax. Under the “National Taxes” and “On Local Finances”
laws, 5% of the revenues from the mineral renta should be transferred to the
municipality in the territory of which the activity is happening for investment
by the local government.

It is already publicly presented, the case of poor municipalities with very
large underground assets. Appropriate legal mechanisms for calculating and

52



STATUS REPORT ON LOCAL GOVERNMENT IN ALBANIA

transferring funds should be drafted and approved, particularly in the role of
the Ministry of Finance in changing the share of local government as it has
been in the budget law and in the long administrative chain of reconciliation
between municipality and respective tax and customs departments.

Our recommendation remains that the percentage of local government
mineral renta to be at the level it was before 2013, to 25% of the total value
without any other conditions related to the unconditional transfer.

Municipal Debt

Municipalities merging from the new division immediately faced the debts
inherited from the former communes or from the municipalities themselves.
The stock of arrears at the end of December 2015 was ALL 11.8 billion. The
balance ofarrearsatthe end of September 2018, whichis expected tobe settled
in the medium term, based on the repayment plan sent by all municipalities
to the Ministry of Finance and Economy is about 7.1 billion ALL or 4.7 billion
ALL lower than end-2015 stock. The net value of backlog liabilities decreased
by about ALL 0.3 billion compared to the value of liabilities reported in the
second quarter of this year, compared with the end of 2017 the net value of
the backlog of stock is down by about 2.1 billion ALL. It should be noted at the
outset that according to the information of the units of local self-government,
some of the obligations created until September 2018 have been liquidated
and meanwhile their full liquidation is expected in the following period.

Central government debt stock is ALL 1,091,684 million while the local
government debt stock is ALL 1,153 million. Domestic debtin 2015 was 2.4%
of local revenue or 0.06% of GDP.

Local Debt as compared to National Debt
0%

100%
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If the level of overall national debt is much higher than our financial capacity,
performance and economic growth are not expected to show with positive
indicators. Domestic debt, and almost negligible in relation to the national

debt, has hampered municipalities.

Municipal debt at the end of 2018 was at the value of ALL 7 billion, and 38%
of this debt belongs to the municipality of Tirana. The following chart shows
the municipalities that have more debt than the rest, or up to 1% of the
local debt, according to the data of the Ministry of Economy and Finance for
December 2018.

With some exceptions, such as the case of Shkodra and Korca, the debt is
concentrated in large municipalities while relatively small municipalities in
terms of population have not accumulated debts. This can also be related to

the ability of municipalities to repay debts.
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Municipalities have drafted plans to pay off their obligations and this is to be
evaluated. But some of the municipalities such as Pogradec and Lezha were
in great difficulty and almost at the margins of blocking their daily activity.
This is because government transfers were inadequate, and their own
revenues did not reach such levels to provide the financial volume needed
to settle debts. According to the municipalities, the ability to generate high-

54



STATUS REPORT ON LOCAL GOVERNMENT IN ALBANIA

income income was limited due to human capacities, delays in updating data,
reconciliation with administrative constituencies, and the inability to pay for
businesses and businesses alike.

AAM has repeatedly demanded that the government find other instruments
to deal with this debt and not new municipalities, as this debt for newly
reformed and inexperienced institutions would have created enormous
administrative and economic problems.

The growth of unconditional transfer to local government was from 2.3
percent of GDP before the reform to 2.9 percent of GDP in the 2019 draft
budget, an increase that cannot be claimed to meet the growing needs of local
government.

Given the composition of the local budget, this transfer is the most important
share that reaches 50% of total revenues for 43 municipalities by the end of
2016. Its revenues are 31% of the total budget for 2017.

In 2017, capital investments accounted for 43% of total spending, while
personnel costs fell to 29%, marking the lowest level of this decade.

If we compare investments with central government with local government,
we see that because of competitive grants, domestic investments as part of
total investments have increased during 2016 and 2017 (34 and 39%), while
total investments have been stable 4.4% of GDP.

New functions are funded with specific transfers (approximately 10% oflocal
financesin 2016 and 2017). Because of the very conservative legal framework
and administrative instructions of the Ministry of Finance, municipalities
cannot engage in local borrowing.

Nearly 70% oflocal finances in 2017 came from intergovernmental transfers,
more than half of which are under the direct control of central government.
This brings great financial uncertainty and influence on political patronage.
Competitive grants peaked with 31% of domestic revenues in 2017.
Expenditures for wages, goods and services have also increased in the last
two years.

In the narrow concept of financial autonomy measured by the ratio of
revenues from its own sources to the total of financial resources, it is not
estimated that there have been changes in the improvement path. On average,
the indicator marked the level of 25.6% in 2010, 25.2% in 2015 and by the
end of 2017 it recorded a level of about 27.0%. To be considered is also the
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fact that during this period, in many municipalities in the country have been
applied increase in local taxes and fees. Even in the case of other indicators,
there are no substantial changes in the level of financial autonomy.

Tax on buildings

Since April 2018, the new methodology for calculating the tax on buildings
approved by the Council of Ministers has entered into force. The methodology
follows the change in the Law on Local Taxes that makes the transition from
taxation to a fixed value in taxation based on market value. The general
judgment is that this change would improve municipal finances.

The Association of Municipalities has been involved in the process of
adopting the methodology and assessed the difficulties of the municipalities
in its implementation. During the assistance provided to municipalities
to implement this change, we have noted some elements that still require
attention as follows:

a. The calculation of the building tax requires a real estate register
updated with all the latest changes. The municipalities have a basic
register on which building taxes are calculated but which is mostly
old and there are quite inaccuracies. And this lack of explanation
is explained by the problems that have accompanied property
issues over the last 25 years. Municipalities are the key link in the
administrative and institutional chain of the building tax, but any
other link in the vertical of the institutions has a role and should
contribute according to the law.

b. Municipalities have attempted to update their records by requesting
information from local immovable property registration offices
for all changes occurring in property ownership but without much
result. The local registration offices have the legal obligation to
submit to the municipalities every three months changes made to
immovable property. Perhaps, this legal obligation should extend to
the submission of basic property registers and this was attempted
to be achieved through a joint order of the Ministry of Finance and
Economy and Minister of Justice. Likewise, with the offices of Agency
of Legalization of Urban Informal Constructions.

16 Territorial Administrative Reform and Decentralization Strategy — How close/far are we to set
objectives after one mandate? Co-plan
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c. In updating of the immovable property register, there are difficulties
in obtaining information updated by notaries as notaries report
contracts for changes in immovable property ownership to local
real estate registration offices. Difficulties remained in updating
the database for some of the administrative units that joined the
municipality after 2015 due to the large geographic extent of the
commune.

d. On the spot verification is foreseen in the methodology as a mean
of compiling data for cases where the municipality has doubts that
the available data are inaccurate. This verification on the ground
has started in very few municipalities. It is advisable to include the
administrator of the respective administrative unit and two specialists
(from the urban planning office and the area tax inspector and local
tax inspector).

e. When talking about exceptions from taxes, municipalities have
difficulty in filling in documentation of excluded categories. For
example, social security has distributed the list of pensioners by
municipalities, but this should be elaborated to separate pensioners
who live alone as an excluded category. Similarly, for the recipients of
economic aid, while the property tax is calculated on an annual basis,
municipalities should update the list of beneficiaries each month and
reflect the respective changes in the tax calculation.

Currently, the municipalities have approved the level of tax to be implemented
and according to the ProTax Albania Annual Report, 33 municipalities have
chosen water utilities as tax collecting agents.
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1. Water supply

Law 139/2015 provides for the production, treatment, transmission and
supply of drinking water as a direct function of the municipality itself.
Reforming local government and configuration in 61 municipalities
necessarily requires reforming the water supply and sewerage system. This
necessity responds to the decision of the Council of Ministers Nr. 63, dated
27.01.2016 on the reorganization of water companies in line with the new
territorial extension (according to the principle a municipality and one
utility) strengthened the control and responsibility of municipalities in water
management.

The challenge remains to ensure funding for large projects in terms of quality
and timing of water supply. Municipalities face a financial gap in this sector
due to the old and depleted network, irregular maintenance over the years,
lack of integration of small water supply systems in rural and rural areas as
well as inadequate capacity of the municipalities themselves by pushing and
transferring responsibility to new municipalities.

The central government should finance more municipalities for the water
supply system without conditionality for at least a midterm period based on
the target performance indicators.

In general terms, Albania has large water resources, of which only 350 million
m3 / year (1%) are used for people.

Out of 58 utilities only 7 (according to the report) perform over 18 hour / day
water supply limit. By 2017 only Librazhd utility offered water supply in 24
hours / day, while the water supply continuity indicator for the sector remains
on average around 12 hours / day. This average value is unacceptable, not to
mention that quite a few companies have a very low value of it up to 2-3
hours a day.

The Water Supply and Sewer Sector Indicators at the National level for 2017
are as follows:?’

7ERRU Report for 2017
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Duration of water supply: 12%
Coverage with service of water supply: 78.3% (91.8 % urban, 58.4 % rural)
Coverage with irrigation systems: 50.1% (75.6% urban, 12.8% rural)

Staff efficiency (staff/1000 connections): 5.51
No revenue water (losses): 66.6%

Current billing: 78.84%

The number of employees in the 58 water companies was 5,783 (July 2015),
while at the end of 2017 there were 7,476 employees engaged in the activities
of all water utilities, or 1,693 (22.6%) more employees than in 20158,

Tariffsin2017 range from 17 Lek (Buqizé) to 73 Lek (Kor¢é),and for businesses
from 37 Leké (Pogradec, Administrative Units) to 155 Lek (Tirana). Despite
poor performance in sector administration, drinking water tariffs have
increased in some companies during 2017. The increase in tariffs is mainly
done for rural areas, while 19 out of Utilities (31%) have not approved an
increase in the National Regulatory Entity (December 2018).

For 2018, the highest drinking water tariff for households is in Korca
Municipality with 72 Leké / m3 followed by Durrés with 70 Leké / m3 and
Rroskovec with 60 Leké / m3, for businesses the highest drinking water tariff
is in Tirana municipality with 155 Leké / m3, followed by Berat 150 Leké /
m3 and Lezha 145 Leké / m3.

The highest cost of management for polluted water for households is Durrés
and Rroskovec Municipality with 50 Leké / m3 followed by Korca with 42
Leké / m3, while for the businesses the highest fee of polluted water is
provided by Korca Municipality with 64 Leké / m3, followed by Durrés with
60 Leké / m3 and Tirana with 35 Leké / m3.

Whatisthe current problem with this sector? The governmentand the relevant
ministry have begun drafting a bill on the ‘principle of regionalization or
aggregation, preferring a more integrated supply system when technical and
economic evaluations show that an integrated water supply system covering
more municipalities is one more reasonable solution compared to separate

18 ERRU Report for 2017
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water supply systems”. This in principle is a positive step if consultations
with locals are provided. Water companies recently have in many cases taken
the responsibility to be a collection tax agent for the municipalities.

2. Waste Management

According to Law 139/2015, municipalities are responsible within their
jurisdiction for the collection, removal and treatment of solid and household
waste. The government has invested heavily in drafting the legal and
regulatory framework in line with European Union (EU) policies in the waste
management sector. The problem remains with the implementation at the
local level and whether these objectives are feasible. This difference has led
to the inability to reach the agreed objectives.

Albania is one of the countries with the lowest generation of waste per capita
in Europe, 373 kg / inhabitant in 2016 according to INSTAT. But we are also
lacking behind in waste separation at source.

INSTAT data shows that the recycling of waste in Albania has maintained the
same downward trend, where in 2016, 17.2% of total quantity was recycled,
while in 2015 - 25.3% in 2014 - 21.6% and in 2013 about 24.0%. Meanwhile,
the largest recycling companies do not exceed 25% of installed capacity.

According to the National Strategy for Integrated Waste Management, the
potential for recycling in Albania is 34%, of which 50% are organic waste and
16% are others.

Institutional capacities remain weak at all administrative and government
levels, and even though there have been attempts by the municipalities
to manage the territory, even with the closure of 89 existing non-sanitary
landfills.

The EU target for the recycling target is 65% of municipal waste by 2030 and
for a maximum of 10% reduction of municipal waste landfill by 2030.

Municipalities should have a role clearly reflected in the Sectoral Law on
Integrated Waste Management. Law 139/2015 does not clearly specify the
specific responsibilities of the local government units for management and
administration in accordance with the definition of the law on local self-
government, which stipulates that the collection, transportation and disposal
of solid urban waste by municipalities.
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3. Territory Planning

Territorial planning has undoubtedly been one of the most important issues
in recent years. The most important development relates to the drafting
and adoption of local plans, where already 34 municipalities have approved
plans, 10 are in the process of approval, 16 in the drafting process and one
municipality has not yet started work.!’® Nevertheless, the municipalities
express many difficulties in drafting these plans, difficulties related to the
lack of previous experience, lack of technical expertise among municipal staff
themselves and access to immovable property registration data. There are
many cases where the border between the various local units is questioned
and it is unclear.

Municipalities with approved and implemented local plans cannot clearly
identify the benefits that this plan has brought in economic development,
public services, environment etc.

4. Local Infrastructure

Infrastructure and public services are the largest function throughout
the range of local government activity with an increased need for public
infrastructure services in the already larger territorial and population-
based municipalities. The need for new infrastructure or infrastructure
improvements is encountered in each municipality and has received attention
and an important share of the local budget.

Undoubtedly, the road infrastructure is the main issue. In this regard,
municipalities need to have an integrated management strategy for the
maintenance of urban and rural roads. The objective that the decentralization
strategy decides that in 2017 should complete the inventory of the entire
urban and rural road network system.

Municipalities note problems and lack of standards for design, construction
and maintenance of road infrastructure, standards that are already at national
level and can be adapted locally.

The need for investment and the provision of public services at a qualitative
level is related to infrastructure. This is a topic that has accompanied local
government throughout its existence. After the administrative reform, the

9 Preliminary report “Monitoring of implementation of local plans in Albania” 2019. USAID and
AKPT
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local governmentbudgethasundergone but atthe same time, the expectations
of the citizens from these municipalities have increased to perform at a higher
level compared to the pre-reform units. According to the municipalities, the
budget is insufficient mainly for investments in:

e integration of administrative units with the municipality through the
local road network;

e supply of drinking water and wastewater treatment, although it
should be mentioned here that efforts have been made for a national
reform in this sector, a reform that is expected to include an essential
water management review;

e Improving educational, health and social services, challenges lie not
only in their infrastructure but also in the lack of qualified human
resources, the extension or establishment of services in unified
standards throughout the municipal territory;

e higher quality of human resource performance by addressing
not only salary issues, but also on the continued administration’s
qualification, better working conditions and most importantly on
making municipalities attractive employers in the overall job market.

5. Social services

Albania has identified its active participation in the European Social Inclusion
Process as one of the main commitments for EU membership - including policy
development and advancement, institutional framework and methodologies
for measuring and monitoring social inclusion of all citizens and social groups
in Albania.

Today we donothave very positive data on poverty reduction and employment,
even though this service is carried out with a broad institutional involvement.
The social service offices in the municipalities are limited in terms of financial
resources and that we should not only be satisfied with the drafting of Local
Social Plan, but it should be accompanied by action plans and budget.

The need for social housing remains very large. The ratio of the number of
beneficiaries versus the number of applicants is for all municipalities less
than 0.7 according to the Report on Social Housing.?’

20 Report in Social Housing in Albania ‘status assessment June 2016 UNDP/SDC
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Municipalities listed the most important challenges facing housing security
as follows:

¢ Simplified bank loans procedures;

¢ Lack of land equipped with infrastructure,

e Lack of funds to cover the rental bonus of housing;
¢ Poverty and other critical social problems;

¢ Lack of budget for any type of subsidy by the municipality and local
capacities.

Social housing problems for 45 municipalities relate to the problem of
overcrowding (more than 3 persons per room or less than 11m2 / person);
40 municipalities expressed the problem of non-compliance with the hygiene
and health conditions and the safety of houses; 20 municipalities have
confirmed the problem of lack of infrastructure and 10 municipalities have
the problem of distance from social services. 2!

Further, social services in the municipality are far from the real needs
of marginalized groups. The municipalities raise concerns about the
abandonment of entire villages from young people, which soon will increase
the need for social care for the elderly. People with disabilities rarely find
municipal services for care and rehabilitation. This because of the cost of
these services (in infrastructure and professionals). As well as other social
groups such as young people, abused women or single parents, families in
economic assistance are identified as a clear problem. Young people need
concrete initiatives in their engagement in municipal affairs, in improving
cultural and sports life. Abused women do not see the municipality as
a primary institution where they can be headed. Municipalities provide
immediate assistance to sheltering abused women and should be responsible
and responsible for domestic violence referral mechanisms, mechanisms with
many institutions and without much opportunity other than co-ordination
and mutual information.

21 Report in Social Housing in Albania ‘status assessment June 2016 UNDP/SDC
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XIII. PREPARATION FOR EUROPEAN
INTEGRATION

The process of preparation and full membership to EU is a long and intense
process, and it requires comprehensive preparation from all institutional
actors of Albanian society, but on the other hand requires studies and
recognition of the consequences that this process has on these actors. One
of these actors is also the local government. The previous experiences of the
member countries have shown that the European Union’s influence on local
government can be seen in two perspectives: the obligations that arise during
the process and then the full membership and the opportunities coming from
membership. This experience also shows that the impact should begin to be
studied as soon as possible, to meet the obligations and, on the other hand, to
take advantage of the opportunities.

By 2017, EU-Desks have been set up in 77% of the country’s municipalities®%
Instrument for Pre-Accession Assistance and other EU programs has not
received the necessary attention. The municipalities are skeptical of the
difficulties encountered not only in the preparation of projects but in their
implementation as well.

Lack of local government’s capacity to benefit EU funds is backed from
statistics on number of applications and projects. In 2017, four applications
for IPA programs and other EU programs came from the local government,
and the approved proposals are only 2. However, 46% of municipalities did
not apply for any programs.

About the role of municipalities and decision-making in this context, it is not
enough from the central government to build strategies, mechanisms and
instruments for involving local government. However, in recent months there
has been a positive move towards discussions on the matrix of criteria for the
local government part.

Although today we have larger municipalities as institutions, their role in
integration issues has not been very strong.

2 Report on Municipalities in the Process of Integration, 2018
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