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INTRODUCTION

In Estonia, the system of local government was re-established at the beginning of the 1990s. The organisation of local government created as a result of a reform carried out in 1990-1994 has, in principle, been effective until today. However, the characteristics and problems of Estonian local government system are no longer post-soviet in nature, but are more similar to Western societies of long-term local government traditions. Estonia has ratified the European Charter of Local Self-Government without reservation.

At the beginning, the development of democracy was the main target in the re-established local government system. In the course of the development of the system, however, the questions of efficiency have become increasingly more important. Hence, the problematical issues concerning the further development of Estonian local government system are connected with the definition of administrative capacity of local governments. 

The general aim is to form a local government system that is characterised by:

· democratic management and participation of residents in solving vital problems;

· high-quality public services and their availability to the public;

· sufficient regulatory level and unambiguity of legislation;

· balance between the tasks assigned to local governments and the volume of measures to perform the tasks and the parameters of the size and integrity of local governments;

· balance acceptable to local residents between two principles – communal independent decision making and efficiency resulting from scale effect.

All areas discussed herein are interrelated in ensuring administrative capacity of local governments and, therefore, they have to be treated in co-effect and applied parallel to the improvement of the local self-government system.  

I
MANAGEMENT OF A LOCAL GOVERNMENT

1. Formation of Rural Municipality or City Councils

According to the European Charter of Local Self-Government a local government means the right and power of local authorities within the limits of law and in the interest of local residents to organise and manage a major part of social life within their area of responsibility. This right is exercised through the legislative body of a local government. The principle that the activities and political responsibility of a council should be balanced is regarded as essential. The political responsibility of election coalitions of residents formed prior to the elections of the councils of local government is weak and often it remains obscure to the electors what kind of future they elect for themselves. Abandoning election coalitions and electing local councils on the basis of the election programmes of political parties in general makes it “more simple” for electors to make their choices. 
Aim:

· The rights of a local government have to be performed by democratically formed authorities.

· To strengthen the functions of political management and control of rural municipality and city councils.

· To enhance the political responsibility of the members of rural municipality and city councils.

Principles:

1. Local elections may be participated by political parties that have been entered into the register of non-profit organisations and foundations, and by independent candidates.

2. To ensure persons not belonging to a political party the right to stand as a candidate in the list of a political party.

3. In case of local governments merging as a result of the administrative-territorial reform, to enable to form several electoral districts on the territory of one local government.

4. In case of the citizens of the European Union residing in Estonia to ensure the right to vote and be elected in local elections on terms equal to those of the residents of Estonia (pursuant to the Treaty establishing the European Community). 

2. Duration of Authorities of Rural Municipality and City Councils

The three-year election period of local governments is insufficient to realise political promises and programmes. Councils elected for three years are able to exercise only certain short-term initiatives. 

Principles:

1. The elections of rural municipality and city councils are invariably held at the one and the same time all over the country.

2. To extend the period of the powers of rural municipality and city councils up to four years (in the future).

3. The elections of rural municipality and city councils are held in spring alternately with the elections of the Riigikogu with the interval of two years (in the future).

3. Formation and Organisation of Work of Rural Municipality and City Councils, Governments and Administration (see figure)

The only local government body mentioned in the Constitution is the legislative body, or council, elected by local residents. According to the Constitution, a council has managerial and supervisory functions. As the task of a council is to monitor the implementation of its decisions and the general course of administrative activities, it is responsible for illegal decisions it has approved. Therefore, it is important to stress the principle that political decisions should only be made by persons who have the mandate from people. In the current management model, the administration of a local government is an immediate subject to a rural municipality or city council, which makes the local executive power to be over-politicised. A rural municipality or city mayor is granted an improperly important status, whereas forgetting that he/she is merely a head of a rural municipality or city government and has no rights to issue external acts of law and to represent the city council as the highest body of the local government without a special authorisation in exercising his/her competency. At the moment, the executive power (apparat) is prevailing in Estonian local governments and, therefore, the council as a representative assembly in the essence of self-government has not achieved the position it should have in a democratic state. 
Aims:

· Based on the principle of local participatory democracy, to strengthen political management and responsibility of the rural municipality and city. 

· In order to improve the management of the rural municipality and city to separate political (strategic) management from everyday administrative (operative) management.

· To ensure the essential work of the commissions of the rural municipality or city. 

· To ensure the transparency of political decisions.

· To de-politicise the local government body of officials. 

· To create a more detailed basis for differentiating political and non-political officials and regulating their service relations. 

3.1  Council

Principles:

1. The authorities that develop the policy of local government – the council and the government, are governed by the rural municipality or city mayor (former chairman of the council). 

2. In general, the position of the rural municipality or city mayor is remunerative.

3. In order to ensure the representation of political will, to legalise the factions of the local government council formed by political parties.

4. To work out the administration of factions of a council based on the principles of administration of the factions of the Riigikogu.

5. To work out the order for the formation of the commissions of a council (on the principle that commissions are formed according to the representation of factions in a council). 

6. To regulate by law the formation of commissions required, inc. the possibility to form territorial commissions of a council. 

7. To introduce the institution of a permanent alternate member of a council.

8. To formulate the bases of personal responsibility of the members of the rural municipality or city council and of the officials who make decisions. 

9. Officials who are connected with the work of the bodies implementing the policy of a local government (political advisors) are assigned to their positions for the period of the authorities of these bodies.

3.2  Government

Principles:

1. To reorganise the legal status of the rural municipality or city government on the principle that the government is formed by the council upon the proposal of the rural municipality/city mayor of the members of the council proportionally to the representation of political parties and parties in the council. (Depending on the size of a local government or its council the order of the formation of the rural municipality or city government may differ.)

2. To strengthen the internal legal and economic surveillance and control of the rural municipality or city. To retain to the rural municipality or city secretary only the functions of legal supervision and control releasing the secretary from present administrative activities (office management).

In order to strengthen the surveillance and control over the efficiency and legality of the economic activities of the rural municipality/city to consider the creation of the position of the rural municipality/city inspector. 

The rural municipality or city secretary and the inspector are independent officials who are appointed to their positions by the council upon the proposal of the rural municipality/city mayor and are released from their positions by two-thirds majority of the council membership.

3.3  Rural Municipality and City Administration

Principles:

1. The rural municipality or city administration is governed by the rural municipality or city director whose work period is not dependent on the period of authorities of the council.

2. The rural municipality or city director is appointed to the position by the council upon the proposal of the rural municipality/city mayor for a specified period of five to seven years pursuant to the statutes of the rural municipality/city.

3. The rural municipality or city director is released form the position by two-thirds majority of the council membership. 

4. The structure of the administration is approved by the rural municipality/city government.

5. The rural municipality or city director employs the administration officials and deputy directors and heads of department.

6. The rural municipality or city director accepts for work officials required for to service the council upon the proposal of the rural municipality/city mayor or the commissions and factions of the council. 

4. Internal Decentralisation of Rural Municipality and City

As a result of the administrative-territorial reform there will be formed considerably larger local government units. To a certain extent this will create divergence from the public authorities, services and the availability of information and the decline in the residents’ participation possibilities. The current election act may result in unequal representation in a new council, which may become an obstacle to the integrate development of a local government. The above problems can be alleviated, at least partially, by increasing the role of rural municipality and city districts in performing administrative tasks and by changing the present election procedure (enabling the application of the principle of territoriality in council elections).

Aim:

· Based on the democratic principle, to ensure for residents the possibility to participate in exercising local government, and the availability of the public administration services.

· To develop an effective decentralised administrative and political structure.

Principles:

1. To determine in more detail the bases for and order of the formation of rural municipality and city districts, village elders and territorial councils of a council, and to specify their competence and tasks in legislation.

2. The application of different decentralisation forms does not have to be automatically connected with the present boundaries of local governments.

3. To regulate, in the interest of developing local democracy, the status of the rural municipality or city elder and the position in exercising local government by extending his/her rights, obligations and responsibility.

5. Application

· There shall be worked out and established a new local government organisation act.

· Amendments regarding the rural municipality and city council elections shall be stipulated in the Local Government Council Election Act.

· Amendments regarding the officials who are not members of the rural municipality or city administration shall be stipulated in the Public Service Act. 

· Amendments shall be implemented after the year 2002 elections.

· In 2002, as an exception, the election coalitions of residents shall also be permitted to run as candidates (so-called transition period).

· To exclude the duration of the authorities of the rural municipality and city council from §156 of the Constitution.

II
FUNCTIONS OF LOCAL GOVERNMENTS

Perspective Determination of Functions and Tasks of Local Governments

In collaboration between the Ministry of Internal Affairs, the Ministry of Finance and ministries of a certain field, there shall be determined the division of tasks in respect of different functions between a local government and the central authority in a long-term perspective –until 2003. 

· new additional tasks together with time schedules, financing and transition mechanisms;

· in case of each existing function within the framework of which the tasks divide between the central authority and a local government, there shall be carried out a relevant inventory.

The appropriate work shall be completed during the year 2002 in a way that we may say that – since the year 2003 the functions of a local government will be such as we wish to see them in perspective. The financing schemes have to be determined at least a year earlier.

In this respect, the functions of county local government coalitions belong among the functions of a local government.

Including:

1. In case of basic and secondary education, transferring the remuneration of the work of pedagogues shall be given to the local government competency.

2. Subsistence benefits and other social benefits with rates established by the state shall be given to the disposal of a local government as benefits for specific purposes.

The benefits shall be pre-calculated by a local government separately from the main budget taking into account the possibility to use the means also in other social areas.

Principles:

1. The functions and tasks of a local government are universal, and all rural municipalities and cities have the same rights and obligations. 

2. Personified services should possibly be provided by a local government, whether within the framework of a local government task or a task delegated by the state. 

3. Within the framework of functions assigned to a local government that involve elements of state supervision shall be transferred to the supervisory competence of the county governor.

4. The above principles are effective in case the administrative-territorial reform is based on the principle of the transformation of the existing local governments; in other cases the division of functions and tasks between the state and a local government has to be revised as a whole. 

III
BUDGETARY ORGANISATION OF LOCAL GOVERNMENTS
The aim of the advancement of the system currently in force is to enhance the interest of local governments in increasing their revenue base and responsibility for the development of the region and providing high-quality public services. Also, the mechanism of local investments and supporting them from the state budget needs to be improved.

1. Revenue Base of Local Budgets

Aim:

To create, on a long-term basis, a possibly stable revenue base of local budgets, which simultaneously would ensure a greater interest of local governments in increasing own revenue accruing to the budget (taxes, payments) in respect to supports awarded from the state budget.

Nature of amendments:

the advancement and elaboration of the mechanism in effect.

1.1  Tax Revenue of Local Budgets

Version I   The income tax paid by a natural person accrues in full to a local government at the rate of 26 per cent of the income of a natural person.

The amendment presumes:

· additional conceptual elaboration

· a more extensive rearrangement of the functions and tasks of a local government and the central authority together with the development of appropriate mechanisms

· rearrangement of support mechanisms of local budgets together with the development of appropriate mechanisms.

Alternative

Version II
On the basis of the income tax paid by a natural person the establishment of two independent taxes:

· state income tax on the basis of the current share of income tax accruing to the state budget,

· local income tax (income tax accruing to a local government) on the basis of the current share of income tax accruing to a local government;

· In case of local income tax, tax exemption by the state shall be abandoned. In case of state income tax, there shall be applied the highest rate of tax-exempt minimum. (At the same amounts the tax rate would be proportionally lower compare to the situation where tax exemption would remain in force.)

The amendment enables to set a basis for further stable revenue base of local budgets. Abandoning tax exemption in case of local income tax would enable to decrease difference in respect of income revenue accrued between more wealthy and poorer local governments, to increase the importance of own revenue in the total volume of the local budget, and at the same time to reduce the need for donations from the state budget.

There will be no additional permanent expenses involved with the amendments. Neither will the changes cause the reduction in the state budget revenue.

2) To transform motor vehicle tax into national taxes accruing to local budgets.

3) To exclude the payment for mining natural resources from the revenue base of a local government.

      For this purpose:

· to calculate the additional needs of local governments that up to now have lived on the basis of resources tax

· to increase the support fund of local budgets to compensate the arising additional needs of relevant local governments

· to transform the share of the payment for mining natural resources that until now went to local governments into a payment for specific purposes to compensate natural damages (the change concerns primarily the revenue base of some rural municipalities in Ida –Viru county). 

4) A more specified public regulation of sales and entertainment taxes as local taxes. To transfer road and street closure tax and advertisement tax to the category of payments.

5) Legislative regulation of payments and service charges as an income article of local budgets

Principles:

· Income tax paid by a natural person, land tax and motor vehicle tax form the basis of the mechanism balancing revenues from the state budget.

In addition:

6) To establish the unified national head tax as a local tax

· All persons entered into the population register of Estonia are liable to pay tax irrespective of their age and citizenship.

· A local government has a right to differentiate the specific tax rate to the extent specified by law.

· A corresponding local government acts as the tax administrator of head tax.

The amendment presumes:

· Conceptual elaboration accompanied by blending it into the Estonian fiscal system (relation to other tax categories, to general tax load)

· Creation of the legislative basis

1.2  Mechanism for Supporting Local Budgets by the State

1) In planning calculated own revenue base a three-year period shall be taken as the basis instead of the current one-year base level. As of 2001, the transitional two-year calculation period shall be applied.

In such a case the total of additional revenue received last year shall not be levelled in the course of revenue planning, but the level of tax income of the last year of the period will correct the base level of the award of support of each following year by one third compare to the present level. 

2) Improvement of the distribution formula of support based on tax base

The amendments should create a stronger motive for local governments whose own revenue base is around the average of Estonia to increase tax income. 

(A higher level of per capita tax income should ensure a larger revenue base together with a support fund.)

3) Possible improvement of the support fund distribution mechanism with the criteria of expenditure needs

The amendment presumes a thorough analysis in order to find out which need criteria are practical to be used and which share should the donation of needs acquire from the support fund total.

Application of amendments:

· Amendments concerning tax shall be implemented via amendments to acts in force.

· The principles of the support from the state budget shall be established in legislation either by adopting amendments or by passing a new act of law.

· The Local Government Organisation Act stipulates the main principles of establishing local taxes.

· Amendments shall be implemented as a packet no later than as of the year 2003.

Application of amendments presumes:

· a political decision on the Riigikogu level

· amendments to the Taxation Act

· general obligation to submit an income-tax return 

· a prior perspective agreement on local government functions

2. Assets and Investments of Rural Municipality and City

Municipal investments and their supporting mechanism need a principled reform that would enable:

· in perspective, the possible maximum use of the measures of the European Union structural funds 

· long-term planning of investments

· flexible integration of different investment channels

· coherence between the measures of the state budget and external measures

1) Reassessment of municipal assets and investment on the basis of the market price

Within the framework of local budgets, separation of the current and capital budget

· Capital budget is drawn for at least three years.

· Budget reflects the means for amortisation provisions and new buildings, and loans and investment support from the state budget.

· Investment objects shall be shown for the full extent of an investment period. 

Application:

· Presumes a political decision.

· The application of the same principle also in case of the state budget.

· Gradually during the time period of 2002-2007.

· In 2001, to make amendments to the legislation.

2) Reformation of municipal investment system

From the state budget the means shall be provided for investments on the project principle, on the contract basis and for the whole period of the completion of a building.

· In case of a specific object, the own resources of local governments, the loans to be taken up and support provided by the state (calculated for the whole construction period) shall be integrated.

· The provision of state funds is based on the development plans of local governments and the long-term investment priorities of counties.

The different state channels for obtaining investment resources have to be integrated. Both the local government and the state budget support measures have to be applicable as co-financing of the resources of the European Union structural funds.

This part of investment support from the state budget that until present is meant for repair works shall be included into the revenue base of local governments.

Application:

· Presumes a political decision.

· The implementation of the reform requires a longer preparation and starting period.

· The reform presumes profound analyses and studies (the establishment of a database on the use of the state budget resources aimed at investments on different years by local governments, the analysis of the present investment practice).

· Elaboration of a new detailed mechanism.

· Gradual application during the time period of 2002-2007.

3. Abolition of Financing and Taxation Differences Based on Size of Local Governments or Configuration of Their Boundaries Established by Governmental Normative Acts

· The head tax of students for the salaries of teachers shall not be dependent on whether a school locates in a large or a small rural municipality.

· Public transport donations shall not be dependent on whether the routs are inter-rural municipality or intra-rural municipality.

IV
STATE SUPERVISION OVER ACTIVITIES OF LOCAL GOVERNMENTS

The state supervision over the activities of a local government is exercised by:

Legal Chancellor – over the legislation of general application of local governments

county governor – over other legislation of local governments

State Audit Office – over the use of resources of specified purpose provided to local governments from the state budget

Increasing Effectiveness of Supervision Over Local Budgets

· There shall be established sanction mechanisms for the loans and other monetary liabilities of local governments. The relevant supervision shall be exercised by the county governor.

Loans and other monetary liabilities should be set in priority in drawing up and implementing a budget. In case of failure to meet a corresponding liability (e.g. the settlement of accounts of expenditure on education) the county governor has a right of budget competence.

· There shall be developed and applied a mechanism for insolvency of a local government.
· Improvement of the register of debt commitments of local governments
The register shall reflect:

· the loan burden of each single local government

· time schedule of repayments, including different interests of debt commitments.

· The Government of the Republic, the Minister of Internal Affairs and the county governor shall be granted an additional right (further to what has been stipulated in the Local Government Organisation Act) to initiate an audit of a local government, and there shall be provided a specification of such cases where governmental audit can be initiated.
Principles:
· The supervisory mechanisms of local governments shall be specified in the Local Government Act and in the Government of the Republic Act. 

· There shall be passed a law on the insolvency of a local government.

V
ADMINISTRATIVE-TERRITORIAL ORGANISATION OF LOCAL GOVERNMENTS

The current circumstances as the starting situation of the reform

· The number of local governments is too large (altogether 247 rural municipalities / cities), and some of them are too small as social associations (half of local governments have a population of less than 2,000 residents, about 70 per cent have a population of less than 3,000 residents) for to fully and in a profitable and effective way to exercise the administration of local government for to meet tasks imposed on them by law, and this is a seriously inhibiting factor in advancing the Estonian local government system. 

· Increasing the efficiency of the public sector expenditure presumes, besides other measures (decentralisation of functions and measures, increasing the fiscal autonomy of local governments, etc.) also the existence of local governments with a larger population and higher economic potential according to the extent and volume of their functions, from which at the same time arises the need for the considerable reduction in the total number of local governments. 

· Research results show that one third up to half of Estonian local governments are currently not able to meet all the obligations imposed on them by law. 

· Such negative phenomena as dissolving councils, single-list elections, bankruptcy and crisis situations of local governments, etc. that have emerged during the last years demonstrate insufficient administrative aptitude and management shortcomings in the existing local governments.

1. Implementation of Administrative-Territorial Reform

Aim:

The aim of the administrative-territorial reform is to create such a local government administrative system that ensures a maximum balance acceptable to local people between two principles – communal independent decision-making and effectiveness based on scale-effect.

This consists in following:

· Local governments are able to guarantee sustainable development on their administrative territory.

· Local governments fulfil all the tasks imposed on them by the local government act, and offer their population public services on a possibly high-quality and available level.

· Local governments are closer to people and have tight relations with people.

· The maintenance of local governments is more rational and effective (the cheapest in terms of national economy).

Essence of amendments:

· Rearrangements shall be carried out based on a larger attraction centre or a smaller set of interrelated centres. Depending on the cooperation between the Government of the Republic, county governments and local governments and on the results of a specific expertise, there shall be formed 40 to 110 local governments.

· Rearrangements shall, as a general rule, be based on present local governments, primarily by their incorporation and territorial re-division.

General principles:

· Amendments shall be implemented simultaneously with innovations in budgetary and organisational design of local governments and taking into account the intended rearrangements on the regional level (local government coalitions, county governor/county government, application by the state).

· Certain agreed criteria that are based on both quantitative and qualitative indicators included in the “Guidelines for making proposals to amend the administrative-territorial organisation of local governments” approved by the Government of the Republic at the session of 4 July 2000 shall serve as the basis.

· Rearrangements shall take place during a certain time period and shall be carried out on equal bases in all counties. 

· Rearrangements shall be carried out in cooperation between the central authority, county governments and local governments, and taking into account, to the extent possible, the idiosyncrasies of specific regions. 

·  The preparation of the amendments to the administrative-territorial organisation of a local government shall, on the county level, be directed, co-ordinated and arranged by the county governor.

· The amendments to the administrative-territorial organisation of a local government shall come into force during the regular elections of a council.

2. Criteria of Reformation of Local Governments 

The development of proposals to amend the administrative-territorial organisation of a local government (rural municipality, city) as an administrative unit within the territory of which local government administration is exercised, is based on the following criteria:

1. In general, the population of a local government reaches up to 3,500 residents. In general, the minimum rate of the population of a local government is 3,500 residents.

2. In a rural municipality locating in the vicinity of a city, where the majority of population has gathered into the satellite settlements of the city, the population of a local government is at least 4,500 residents. In a rural municipality locating in the vicinity of a city, where the majority of population has gathered into the satellite settlements of the city, the minimum rate of the population of a local government is 4,500 residents. 

3. Cities and settlements with the size of less than ten thousand residents have to belong under a rural municipality.

4. A local government has to form a whole, a unit with one or several closely interrelated centres.

5. In case the links of different parts of a local government of any size are tighter with neighbour local governments than those between themselves, such parts shall be incorporated to corresponding neighbour local governments.

6. In case the hinterland of the centre (centres) of a local government with the population of over 3,500 involves smaller local governments or their parts, they shall be merged into a new local government to the full extent of the total area.

Divergence from the above criteria may be justified in cases that display the total effect of several following factors:

· An existing local government or a local government to be formed forms a whole which internal relations are stronger than those with neighbour local governments.

· An existing local government or a local government to be formed forms a whole within the limits of different historical units (parishes, counties of the 1950s and 1960s, etc.).

· The majority of public services on the local government level are provided either locally in the local government unit or farther than in a neighbour local government unit.

· More than a half of the residents of a local government lives farther than 15 km (in local governments with 2,000 to 3,500 residents) or father than 20 km (in local governments with less than 2,000 residents) from the centres of neighbour local governments.

· A local government has a territory considerably larger than the average of rural municipalities and is more scarcely populated.

· Different parts of a local government are outside the rural municipality connected with different centres, but due to tight relations between such parts it would not be rational to incorporate these parts into different new local governments.

3. Course and Time Schedule of Reform

· There shall be made a political decision (as an appropriate decision of the Riigikogu) on the concept and the development strategy of the local government administrative reform – the date due: the end of the year 2000.
· There shall be worked out and started the development or reform media programme of the local government administrative-territorial organisation – start: the year 2000.
· There shall be employed an organisational structure necessary for the implementation of the programme (the formation of a specific work group (office) dealing with the reform of the administrative-territorial organisation of local governments, and only with the reform, in the Department of Local Government at the Ministry of the Internal Affairs, staff: three up to four persons of appropriate preparation – the date due: during the year 2000.
· There shall be established a rational legitimate basis for the reasonable development of the administrative-territorial organisation of local governments in the form of a reform act of the administrative-territorial organisation of local governments and amendments to and improvements of other legislation – the date due: the 1st quarter of 2001.
· In cooperation between the central authority (the Ministry of Internal Affairs), experts, commissions of the administrative-territorial organisation reform of counties and local governments, there shall be worked out a possibly rational solution for each region relying on proposals submitted to the Ministry of Internal Affairs by 1 December 2000 and taking into account the principles and criteria specified in law – the date due: the 2nd-4th quarter of 2001. 

· The Government of the Republic shall take a decision on the new administrative-territorial organisation of local governments (in principle, approves the new scheme of the administrative-territorial organisation of local governments) and makes a proposal for the initiation of the practical realisation of the appropriate amendments to local governments – the date due: the 4th quarter of 2001.
Local governments shall make all the practical preparations for the application of the amendments to the administrative-territorial organisation of local governments, including: finding out the opinion of local people, making public the contents of the amendments, taking all the necessary decisions and completing any other necessary activities required by the law (part of which shall be formalised as an association agreement, in case of the existence of legal regulation).

Regarding the duration and deadline of the activities in this stage, we see two possible alternatives.

Alternative A*
· All local governments shall make necessary practical preparations for the application of the amendments to the administrative-territorial organisation of local governments at the same time and during a short period – the date due: April-May 2002.

· The Government of the Republic shall take a decision on the locally prepared amendments to the administrative-territorial organisation of local governments – the date due: no later than the 2nd quarter of 2002.

· The amendments to the administrative-territorial organisation of local governments shall be enforced as per prior decision of the Government of the Republic – the date due: October 2002, the date of announcement of the results of local government councils’ elections. 

Alternative B

The main difference of version B compare to version A: 

· In cases justified, the present executive bodies may temporarily continue their activities under the management of councils elected according to new administrative boundaries in autumn 2002. 

· The duration of such transition period might be either one year or three years or one election period.

· Local government organisation in the transition period requires additional legal regulation that has to be stipulated in the reform act of the local administrative-territorial organisation of local governments.

4. Monetary Guarantees of Reform: Monetary Guarantees of Moderate Reform of Administrative-Territorial Organisation of Local Governments

Financing the reform of administrative-territorial organisation of local governments:

· Financing shall be done pursuant to financing principles specified by law, including:

· legislation necessary for the implementation of the reform of administrative-territorial organisation of local governments

· compensations to former local government officials who have been dismissed in the course of the reform of administrative-territorial organisation of local governments and have been unemployed e.g. for one year (social guarantee)

· the activity of experts and consultants involved in the preparation of the reform of administrative-territorial organisation of local governments

· the means necessary to enter the changes originating from the reform of administrative-territorial organisation of local governments into national data bases

· the complex media programme of the reform of administrative-territorial organisation of local governments

· the survey and mapping of the boundaries of the new local governments, marking boundaries in nature

· Financing shall be ensured throughout the scope of the reform process and during the whole period of the implementation of the reform – the years 2001-2002.

· Regarding the consequences to be reimbursed by the state, financing shall be done during the agreed period also following the enforcement of the amendments to the reform of administrative-territorial organisation of local governments.

· Financing presumes the existence of the state resources in the total amount of about 100-150 million kroons out of which around 20-25 million kroons is required for the year 2001, the majority, however, has to be included in the budgets of 2002 and 2003. 

5. Co-Measures for Successful Implementation of Reform

· The implementation of the changes of the budget base and organisational structure of local governments simultaneously with the administrative-territorial reform.

· Making amendments to normative acts based on which the local governments of a larger population are, for the time being, in a less favourable situation compare to smaller local governments.

· The development and propagation of a programme of the measures for avoiding and alleviating negative phenomena that may accompany the association of local governments.

· To establish a regulation on the basis of which residents, local governments and relevant natural and legal persons are released to governmental databases (commercial register, etc.) pursuant the reform of the administrative-territorial organisation of local governments. 

6. Characteristic Features of Reform Effected on Basis of Above Principles

Main advantages:

· The concept and the schedule of implementation of innovations accompanied with reasonable amendments to the administrative-territorial organisation of local governments in other fields of local government (administrative and budgetary organisation, state supervision over the activities of a local government) has, in essence, been already prepared. 
· The quality of local administration will improve and local democracy will strengthen (educated politicians and officials, specialising on the basis of work organisation, etc.).
· There will open more possibilities for development activities (a more rational use of resources; complex, coordinated and future-oriented planning, etc.)

· Making decisions, management and settling of accounts will become less complicated (instead of several parallel operating local governments there is one larger unit).

· Scale economics effect enables, to a certain extent, to reduce the price rate of some services offered by local governments and of services transferred to the private or the third sector upon a relevant local government order.

Main shortcomings:

· The disappearance of numerous exclusive, relatively well-paid and honourable positions from several rural municipalities subject to liquidation, and gathering them to a smaller number of the centres of new rural municipalities.

· Dangers of borderland decline and the preference advancement of centres. *
· Uneven regional development may intensify.*
· The apprehension that politics and power will cluster to centres does not take into consideration the interests of different regions.*
Risks:

· Co-measures necessary for the successful implementation of the current version of the reform shall not be applied in practice, e.g.

social guarantees for dissolved and unemployed officials, their rehabilitation in employment, inevitably necessary changes in the administrative and budgetary organisation of local governments;

specification of functional work distribution between different levels of public administration;

amendments to the Local Government Council Election Act, etc.

· Due to limited resources all preparatory work necessary will not be accomplished:

there is no vital additional research carried out in problematic regions;

the activities of county commissions are not financed;

there are no experts employed for the assessment of different development alternatives;

local governments do not receive compensation for finding out the opinion of local people, drawing up new development programmes and plans, or other actual costs;

the media programme will not be realised, to raise public awareness on the issue will not be accomplished.

· Due to lack of time or political considerations the legal regulation necessary and appropriate for making changes is not established.

VI
PUBLIC ADMINISTRATION ON REGIONAL LEVEL

Background:

During the period of 1990-93, Estonia had a two-level local government system. In 1993, the activities of Rural Councils were terminated. Local government functions exercised on the county level were distributed between rural municipalities, cities and different state authorities (inc. county governments). By 1994, each county had established county local government coalitions for arranging cooperative activities. As the then single alternative, the coalitions were established as non-profit associations. As non-profit associations the present county local government coalitions have several characteristic features of a legal person in public law, e.g.:

· their employees are public servants;

· they bear a responsibility imposed on them by law for the evaluation of local government public servants;

· they have tasks imposed on them by the regulations of the Government of the Republic to participate in the distribution of several measures from the state budget within a county. 

Local governments fulfil several tasks via county local government coalitions (e.g. representing common interests, organising county events, etc.).

On the county level, the central authority of the state is represented by a county governor. A county governor together with county governments performs several tasks that as a function are rather in the competency of local governments (e.g. development and planning activities, joint actions in the field of culture and education, public transport between rural municipalities, etc.). In addition, on the regional level, for a county governor and a county government there exist regional subdivisions of various national departments the administrative territories of which do not always overlap with counties.

Problems that need to be solved:

· A certain part of tasks performed within the framework of functions of local governments presume a larger scale than that the present local governments are able to achieve. 

· There is no appropriate basis for to fulfil the tasks imposed on county local government coalitions by the state.

· The role of a county governor has not been specified, several tasks currently performed by a county governor should, pursuant to the principle of subsidiarity, belong to the competency of local governments.

· Ineffective state administration on the regional level arising from in-coordination.

· Many of the existing counties are, in general, too small and not integral from the viewpoint of national regional administration.

1. Determination of Status and Functions of Regional Local Government Coalitions

The reformation of public administration on the regional level depends on the outcomes of the local government administrative-territorial reform. The more radical the change brought about by the local government administrative-territorial reform, the less there will be tasks performed within the framework of joint action as a general principle, and, therefore, there is also less need for legislative regulation of local government joint actions.

A regional local government coalition shall involve all local governments of a certain county, and its legal form is such that enables to perform public functions
. A regional local government coalition fulfils tasks imposed by law and delegated by member local governments (the latter shall be on voluntary basis). Tasks performed by a county governor that are not directly connected with state supervision or representing the interests of the central authority shall be transferred to a regional local government coalition by legislation.

This model presumes a political decision on the nature and legal status of a county local government and on tasks assigned to it by law. The determination of the status and role of a regional local government coalition and a county governor in the public administration system has to be done in mutual agreement. In the process of the preparation and implementation of the necessary amendments there shall, if possible, be used the potential of the existing county local government coalitions.

2. Determination of Roles of County Governor and County Government in Public Administration
A county government shall become an organisational centre of fields managed by different ministries accompanied with an appropriate supervisory function on the regional level. The location administrative bodies constituted in the institutions within the area of government of the ministries shall be incorporated into county governments. Those existing location administrative bodies (e.g. Taxation Board, Customs Board, etc.) which functions presume the maintenance of a direct branch subordination line shall remain separate from county governments. There shall be established a mechanism that enables to implement national policies developed by the ministries via appropriate departments of county governments. Functions that currently are local government by county governments and in their essence and are directly not connected with the implementation of the above-mentioned policies and supervision shall be transferred to county local government coalitions together with budgetary resources. At the same time functions involving the elements of public supervision shall be returned from local governments to county governments.

The provision of budgetary resources necessary for the implementation of the appropriate national policy by an appropriate official (head of department) from the state budget shall be ensured by a relevant ministry. The preparation of the budget of general expenditures of a county government shall be done by the Ministry of Internal Affairs. Tasks for the implementation of national policies can be imposed on a county governor by an appropriate minister in coordination with the Minister of Internal Affairs.

A county governor is an apolitical position that is appointed by the Government of the Republic upon a proposal by the Ministry of Internal Affairs. The responsible officials of a county government (heads of department) are appointed to their positions by a county governor in coordination with an appropriate ministry or by a ministry in coordination with a county governor.

The names of institutions exercising public administration on the regional level (e.g. county governor, county government, county local government coalition, etc.) shall be reviewed, if necessary.

3. Determination of Administrative Territory Optimal for Performance of Tasks within Public Administration Framework, and Appropriate for Estonian Conditions

The administrative territory optimal for the performance of tasks of regional local government coalitions shall be determined following a decision on the new administrative-territorial organisation of local governments. In determining the optimal administrative territory, due consideration shall be given to the viewpoints of local governments and the specific characteristics of a certain region.

The administrative territory optimal for the performance of the tasks of a county governor and a county government shall be determined following a decision on the new administrative-territorial organisation of local governments. In exceptional cases, there shall be laid down a possibility for restricted performance of the functions of a county government in a specific county.

The administrative territories of regional local government coalitions and of institutions exercising public regional administration should not necessarily be overlapping, however, they should follow the same administrative boundaries. 

* The extremely rapid deadline of autumn 2002 of the alternative A is evidently unreal for to ensure the full practical readiness of all local governments to be rearranged and to start work within new boundaries and with new executive authorities immediately after the elections. 


Relying on the experience of associated local governments, there is reason for anxiety that in reality all that is required will not be completed at the same time everywhere and, therefore, it would be rational to enable local governments to have a longer preparation period that is provided in the alternative B of the practical implementation of the complex development.





* All negative trends marked with * are potentially possible, and that in case there are no purposeful and intelligent efforts made to avoid or alleviate such trends. At the same time, these shortcomings are either objective and inevitable, this is not related to the reform, or they are possible to be avoided by conscious appropriate preparation.


� One of the versions may be the extension of public association provided in subsection 32 (1) of the Administrative Organisation Act to regional local government coalitions. The other alternative may be a so-called joint local government unifying all local governments of a region that shall be determined by (special) legislation. 
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