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Local Government Territorial Reform in Estonia 
– roles, criteria, procedures and support measures

This paper and the appendixes are elaborated by the National Association of Local Authorities in Denmark (NALAD) in co-operation with the Danish Ministry of Interior (MoI). The recommendations provided in the paper are therefore joint recommendations supported by NALAD and MoI.

1. Introduction and previous surveys on territorial reform

By 1 January 1999 Estonia has 253 municipalities (47 towns and 206 rural municipalities). Almost half of all municipalities have less than 2,000 in​habitants. Many of especially the minor rural municipalities are struggling to deliver the municipal services expected by the population and required by law. 

During recent years there has been a growing recognition in Estonia of the need for an administrative-territorial reform with the aim to create fewer, larger municipalities with a stronger capacity to deliver the municipal services.

In 1997-1998 four major surveys concerning local government administra​tive-territorial reform were carried out:

· The Estonian Management Institute (EMI) carried out a general analysis of possibilities for amalgamation among all municipalities in Estonia for the Estonian government. The report was presented in early 1998.

· The Jann Tönnisson Institute carried out a survey of 10 cases of pos​sible amalgamations in Pärnu and Viljandi counties during the period October 1997 to April 1998. The outcome was two reports published and disseminated in May 1998.
· The Public Administration Development Commission presented a re​port (the so called "Conception") in spring 1998, which among other aspects discussed the local government territorial reform. A revised version of the Conception was adopted by the Estonian Government 23 February 1999, but it yet has to be politically adopted by the Parliament. 

· Within the bilateral programme between the Estonian Ministry of In​ternal Affairs and the Danish Ministry of Interior, the National Association of Local Authorities in Denmark (NALAD) supported the territorial reform process by investigating possibilities for amalgama​tion in three groups of municipalities and delivery of a number of papers, training activities and seminars. The final report was presented in October 1998.

With these surveys many of the issues of territorial reform have been ad​dressed. However, the issue has not been debated in the Parliament and no legally binding political decisions have been taken, though the Government has adopted the Conception. Significant unclarity exists about ”the rules of the game”, because of the lack of formal political decisions”. Clarification of ”the rules of the game” is a precondition before large-scale local government amalgama​tions can be expected. (This paper only address the issue of a local govern​ment territorial reform and, hence, not the issue of a reform of the regional level).

As an input to the political discussions, this paper considers options and recommendations for a number of the outstanding issues in the local govern​ment territorial reform process, namely:

· Overall model of territorial reform 

· Division of roles and competences in the reform process

· Criteria for formation of new municipalities

· Procedures for amalgamations

· Support measures to amalgamations

The specific recommendations are presented in the individual chapters, while recommendations for the future steps are included in a separate chapter.

2. Overall model of territorial reform 

Three basic models exist for the implementation of local government ter​ritorial reform:

1. The model of voluntary amalgamations 

2. The model of administrative (forced) amalgamations 

3. The mixed ”stick and carrot” model, where a period of voluntary amalgamations is followed by a period of forced amalgamations.

The first model of voluntary amalgamations has the advantage of being sensible to local conditions and needs, but it may prove very slow.

The second model of administrative (forced) amalgamation has the advan​tage of being very quick, but the strategy is not very democratic and may face strong opposition from the local governments and the citizens.

The third model with a period of voluntary amalgamations followed by forced amalgamations was used in the local government territorial reform in Denmark in the 1960´s, and it is currently also being pursued in Latvia. This model is sensible to the local conditions and needs, but at the same time the threat of state forced amalgamations provides an incentive for the local governments to amalgamate voluntarily.

Also in Estonia the mixed ”stick and carrot” model is preferred. The Esto​nian government announced in spring 1998, that voluntary amalgamations would take place until the local government elections in autumn 2002, where after state forced amalgamation will take place. However, no formal political decisions have been taken on the issue. 

3. Division of roles and competences

Parliament

In NALAD’s opinion, the general ”rules of the game” of the reform pro​cess should be laid down in a ”Law on Local Government Administrative-Territorial Reform”. The Danish Local Government Territorial Reform in 1970 was based on a similar law of 1967. Also the Latvian Parliament passed a similar law 21 October 1998.

The Law on Local Government Administrative-Territorial Reform should include paragraphs addressing:

· The overall model for the local government territorial reform (includ​ing overall step-by-step methodology and time frame for each of the steps).

· The division of roles of competences in the territorial reform process, (including the creation of institutional bodies responsible for managing the process)

· Criteria for formation of new local governments

· Application and approval procedures for formation of new local govern​ments

· State support measures to amalgamation of local governments

· The management of the local government affairs in the transition pe​riod before and after formation of new local governments.

The existence of such a law is likely to add stability and continuity to the reform process, which otherwise would be very vulnerable to political changes due to the relatively sensitive nature of the territorial reform. Be​sides, a law will decrease the municipalities’ confusion about the ”rules of the game”, which until now has been one of the major obstacles for voluntary amalgamations of municipalities.

The Government
In the Danish reform, the Minister of Interior was delegated the superior authority to approve or reject concrete proposals for new municipalities. A mixed state-local government commission did, however, the preparatory work and submitted the amalgamation proposals to the Minister of Interior.

According to ”Law on administrative-territorial division of Estonia” passed 22 February 1995 §7, approval of proposals for new municipalities is a Government authority. 

The main advantage of having the Government instead of a single Minister, like in Denmark, to approve/reject the concrete proposals for new municipalities is that the decision is taken on the basis of a broad discus​sion.

The main disadvantages of having the Government instead of a single Minister to approve/reject the concrete proposals for new municipalities are:

· The reform process will proceed slower, as meetings and discussions are to be held in the Government.

· It may be unclear whom, within the Government, has the responsibility for achieving a decision.

· The assessment of concrete proposals for new municipalities risks to be influenced by other ongoing political debates and the personal (geo​graphical) background of the members of the Government.

· The individual members of the Government are overloaded with de​cisions that could be taken by a single Minister.

The ideal situation would therefore be to amend §7 of the present ”Law on administrative-territorial division of Estonia”, so that the authority of ap​proving/rejecting concrete proposals for new municipalities can be dele​gated to a single Minister. As the Minister of Regional Development is re​sponsible for local governments, it would be natural to delegate the com​petence of approving new municipalities to him/her. 
However, there is no tradition in Estonia for delegating such extensive powers to one single minister, which can make it very difficult to make the suggested law amendment. In the rest of the paper it will therefore be assumed that the Government itself will take the responsibility of approving/rejecting proposals for new municipalities, even though it is still recommended to delegate this competence to the Minister of Regional Development.

As the “ideal situation” - delegation of the responsibility to the Minister of Regional Development - may be difficult to achieve, it is alternatively recommended that it is made very clear who within the Government is responsible for assessing the proposals and achieves decisions. It would be logical to make this the responsibility of the Minister of Regional Development.

To proceed with the reform process at an acceptable speed, it is further  recom​mended to set time limits in the law for the approval/rejection of concrete proposals for new municipalities by the Government.

Local Government Territorial Reform Commission (LGTRC)

During the Danish territorial reform a Local Government Territorial Re​form Commission (LGTRC) established with the competence:

· To present concrete proposals to the Minister of Interior (the local govern​ment minister in Denmark) for formation of new local govern​ment.

· To manage the local government territorial reform.

The Danish Reform Commission was composed by 5 members of the Par​liament, 5 political representatives from the local government associations and 3 representatives from the Ministry of Interior. The Reform Commis​sion had the competence to submit concrete proposals on formation of new municipalities to the Minister of Interior.

It is not a tradition in Estonia to include the stakeholders directly in Com​missions. Besides, too many conflicting interests in the Reform Commis​sion may result in many split decisions, hamper or delay the decisions. For these reasons, the Parliament may be sceptical towards delegating an ex​tensive competence to a Reform Commission as it was done during the Danish local government territorial reform. 

On this background, it is recommended to create a Local Government Territorial Reform Commission (LGTRC) in Estonia, as an advisory body for the government with three functions:

1. To discuss, monitor and advice the government about the overall territo​rial reform process

2. To discuss and advice the government on concrete proposals for the ba​sic criteria for amalgamation, new legislation, financial support measures etc 

3. To provide general information and generate public debate about the territorial reform to the local governments. This could e.g. be done through participation in public debates, publication of information mate​rial etc.

The main reasons for creating a Reform Commission are:

· To establish a forum for discussions among the key stakeholders in the local government territorial reform.

· To ensure support and consensus in the reform process by involving the key stakeholders.

· To provide professional input to the management of the territorial re​form process by involving the key stakeholders at central and local government level.

· To ensure the co-ordination of the territorial reform with other public administration reform initiatives.

The reform commission can either be formed by politicians, high level ad​ministrative employees or a mix between politicians and administrative staff. In order to ensure maximum credibility and influence of the Reform Commission, it is recommended that the various institutions to the extent possible are represented by politicians and that the Minister of Regional Development is appointed Chairman of the Reform Commission.

It is suggested to include representatives in the Reform Commission from the following institutions:

· The Parliament. (Parliamentarians from the Government parties as well as opposition parties in order to ensure long term support to the decisions and the Reform Commission itself).

· The Ministry of Internal Affairs (as responsible for local government and regional development issues)

· The Ministry of Finance (as responsible for the overall co-ordination of the public sector economy – and therefore with a direct interest in the local government structure).

· The Local Government associations (to ensure input from people with a profound knowledge of the conditions and needs in the local govern​ment sector and to achieve the absolutely vital support from the local governments to the reform process).

As in Denmark, it may be considered to have an even number of represen​tatives from the national government (the parliamentarians) and the local government associations supplemented by relevant ministerial representa​tives, but other distributions of representatives may be considered as well. The important factors are that none of the important stakeholders will ob​struct the work of the Reform Commission, because they feel left out or under-represented, and that the total number of Commission members is relatively limited.

For the last reason it is also recommended not to let professional experts (scientists, consultants etc) be permanent members of the Reform Commis​sion, but instead invite such experts to take part in relevant sessions of the work of the Reform Commission.

Local Government Territorial Reform Secretariat
It is recommended to establish a Local Government Territorial Reform Secretariat (LGTRS) consisting of 3-4 full time experts with the following tasks:

· To elaborate a standard methodology for regional investigations about the possibilities for local government amalgamations in all regions of Estonia. (Note: the notion “regional investigations” refers to investiga​tions with regional coverage and not investigations of the regional level in Estonia)

· To carry out and/or monitor the implementation and co-ordination of the regional investigations

· To elaborate guidelines for amalgamation contracts.

· To assist local governments to prepare concrete proposals for voluntary amalgamation of municipalities, including checking that the criteria for amalgamations laid down by law, and the legal and other formalities are fulfilled.

· To submit concrete proposals on formation of new local governments to the Government. 

· To supervise, support and advice the regional territorial reform com​missions (see section below) in the facilitation and co-ordination of the voluntary territorial reform process. 

· To provide information, advise and support to the local governments about territorial reform

· To provide information to the press and the public about the territorial reform process.

· To provide analysis and advice to the Government, the Minister of Re​gional Development, the Parliament and the LGTRC during the reform process.

· To prepare concrete proposals for new municipalities after the period of voluntary amalgamations. 

· To manage and approve/reject applications to the proposed “Local Government Amalgamation Fund” suggested below under the heading “Support measures”.

It is recommended that the LGTRS is constituted as an independent govern​ment agency referring directly to the Minister of Regional De​velopment. The independent status of the LGTRS will ensure that the re​sources of the LGTRS is not drifting into the daily tasks of the Ministry. 

However, there is a great need to share information -and to some extent also key staff - between the LGTRS and the Ministry of Internal Affairs. It is therefore recommended to locate the LGTRS physically in the Ministry of Internal Affairs. 

Please, see appendix A, for a more detailed concept of the LGTRS.

Regional territorial reform commissions

The previous surveys by NALAD and others demonstrate that the munici​palities much prefer that the territorial reform process is initiated and managed by the municipalities themselves rather than by the state. How​ever, in order to ensure that the overall ”rules of the game” are complied with and that also the ”weaker” municipalities are involved in the local discussions about territorial reform, some co-ordination and mediation is needed. 

It is therefore recommended that the Minister of Regional Development take initiative to establish a regional territorial reform commission in each of the 16 Estonian regions. The regional territorial reform commission should consist of representatives from all local governments within the re​gion, and the aim of the regional territorial reform commission should be to co-ordinate the discussions on voluntary amalgamations among the mu​nicipalities of the region. 

The regional commissions should act independently, but the LGTRS should to some extent supervise the work on behalf of the Minister of Re​gional Development. LGTRS should as well assist and advice the regional commissions in the facilitation of the voluntary territorial reform pro​cesses.

It is further recommended that the Minister of Regional Development ap​points the chairman of each of the regional territorial reform commissions. The chairman should be a person who possesses the necessary professional and personal skills to act as a mediator and facilitator of the territorial re​form process within the region. Furthermore, the chairman of the regional territorial reform commission should enjoy high credibility among the lo​cal governments in the region.

The Minister of Regional Development should be free to appoint any per​son suiting this profile, but the county governor will in many cases be well positioned for the chairman task as he/she is knowledgeable about the local conditions and neutral towards the individual municipalities. 

It is recommended to place the secretarial functions of the regional territo​rial reform commissions in the offices of the county governors, as these are the logical neutral government offices within each of the regions.

The Legal Chancellery

The experience from the first voluntary amalgamations of municipalities demonstrates that the Legal Chancellery can interfere and denounce the amalgamation contract illegal at a very late stage of the amalgamation pro​cess, even though the contract has earlier been approved by the Ministry of Internal Affairs. This practice is time consuming for all the institutions in​volved and counterproductive for the territorial reform process in general.

In order to avoid legal problems with the amalgamation contracts at a late stage in the amalgamation process, it is recommended that the Legal Chancellery is consulted by LGTRS during the elaboration of a set of simple standard guidelines for amalgamation contracts. The legality of the final guidelines should also be approved by the Legal Chancellery.

It should then be the responsibility of LGTRS to ensure that each amalga​mation contract complies with the guidelines, and the Legal Chancellery should only be consulted in cases of unclarity.

When the final guidelines are approved by the Legal Chancellery, the in​stitution should have no right to interfere with the procedures of the indi​vidual cases. 

However, if a need to revise the guidelines or the law complex arises, the Legal Chancellery should be consulted.

Proposed organisation of the territorial reform process




















4. Criteria

It is recommended that a set of criteria for formation of new municipali​ties are decided by the Parliament and laid down by law. Firstly, a set of criteria will provide clear information to the existing municipalities about size and structure of municipalities accepted in the future. Secondly, it can be avoided that the first amalgamated local governments later on in the process have to be “eliminated” again in order to include all the remaining municipalities in the new municipal structure.

It is recommended that the final list of criteria in Estonia is elaborated on the basis of the following guidelines.

A. The final set of guidelines should be debated and accepted by the key stakeholders and laid down in the proposed law on local government administrative-territorial reform.

B. As few criteria as possible without neglecting the need for incorpora​tion of different aspects. Few criteria may not cover all important aspects fully but few criteria ensure more simplicity and transparency than many criteria.

C. As unambiguous and objective criteria as possible. Unambiguous and objective criteria (e.g. mini​mum 2000 inhabitants) eliminates the need for long discussions later on in the process about the interpretations of vaguely formulated crite​ria (e.g. a “sufficient number of inhabitants”). 

D. As objective criteria as possible. Objective criteria ensure more fair and equal treatment of all cases than subjective criteria.

E. Exceptions from the general set of criteria due to special conditions (e.g. of islands) should at an early stage of the process be approved by the Reform Commission (LGTRC) on the basis of a recommendation by the Reform Secretariat (LGTRS).

A concluding seminar for the first stage of the co-operation programme between MIA and the Danish Ministry of Interior (MOI) was held 17-18 September 1998. At this seminar Ms Mari Pedak, MIA, pre​sented the following prioritised list of criteria from which to select the final criteria for formation of new municipalities.

1. Number of services to be carried out

2. Uniform territory

3. Large enough to carry out all services

4. More than 2000 inhabitants

5. Infrastructure and transport

6. Sufficient economic situation and tax base

7. History and cultural unity

8. One town – one municipality

9. Geographical conditions

10. Demographic situation

11. Well defined centre of the municipality

Though, this is only a preliminary list, it should be noted that some of these criteria are partly overlapping, that some of the criteria are vaguely formu​lated, and that some of the criteria are difficult to assess objectively but call for a subjective assessment.

As inspiration to the selection of the criteria in Estonia, the following figure presents the criteria for formation of new municipalities applied during the Danish local government reform in the 1960s and in the present Latvian local government reform. 

As the Danish and Latvian criteria demonstrate, it is difficult to formulate unambiguous and objective criteria at the same time as to allow for certain differences in the local conditions. The Danish and Latvian criteria should therefore not necessarily be considered as good examples of formulations, as many of the criteria do not comply with the recommended guidelines above.

	Denmark
	Latvia

	1. One town – one municipality

2. Municipalities shall be economic sustainable

3. Municipalities shall have a sufficient size to be able to produce the basic municipal ser​vices in a rational way and with a good quality. (In a Danish context this meant minimum 4000-6000 inhabitants/municipality and 200.000 inhabitants/county).

4. To the extent possible municipalities shall have an industrial and commercial basis for the future development

5. To the extent possible municipalities shall have a coherent geographical territory with a natural centre.

6. To the extent possible, no present mu​nicipality shall be split during the formation of new municipalities
	1. Long term development of the territory of local government

2. The base for financial revenue

3. The necessary infrastructure for performing the functions of local government

4. The number of inhabitants

5. The economic, geographic and historical unity of the local governments

6. Access to the local government services

7. Other conditions proposed by the regional council


5. Procedures for local government amalgamations

In the ”Territorial reform in Estonia - Final report on pilot investigations” of June 1998, NALAD recommends eighth steps that municipalities can take towards voluntary amalgamation.

A. Initial discussions

B. Formation of joint amalgamation commission

C. General investigations

D. Formation of sub-commissions

E. Detailed investigations by the sub-commissions

F. Dialogue with the citizens

G. Elaboration of an amalgamation agreement

H. Decision on amalgamation

However, this is only a small part of the overall procedures needed for volun​tary and administrative (forced) amalgamations.

On the assumption that the division of roles and competences, the criteria, the procedures and the support measures have been formally decided, it is recommended to follow the below overall step-by-step procedure for vol​untary amalgamations:

1. Regional seminars, where the LGTRS and the county governor inform the local governments about the overall territorial reform process and where the detailed process and rules within the actual region are agreed upon.

2. Regional investigations
 about the possibilities for territorial reform are carried out. LGTRS will be the overall responsible for the methodo​logy, the co-ordination and monitoring of investigations. The investi​gations can be carried out by LGTRS itself, private companies, the re​gional commissions (composed by all the municipalities in the region) themselves or by the County Government Administration, which may have some available resources for this task. If the regional commis​sions or the County Government Administration will do the investiga​tions, it will be needed with professional assistance from LGTRS or private consultants.

3. Presentation of results of regional investigations, and formation of groups of municipalities for further discussions on amalgamation. 

4. The groups of municipalities start discussions about possible amalga​mation following the steps A-H described above. 

If an agreement is achieved, the amalgamation can proceed to step 5. If no agreement can be achieved, the regional territorial reform commis​sion assisted by the LGTRS will act as mediator and try to strike a compromise or include the municipalities in the amalgamation discus​sions of other neighbouring municipalities.

5. The municipalities elaborate and send an amalgamation proposal to the LGTRS, that checks the fulfilment of the criteria, legal requirements and other formalities. 

If the formalities are fulfilled, the LGTRS submits the proposal to the Government with a justified recommendation to either approve or re​ject the proposal. If the formalities are not fulfilled, the proposal is send back to the municipalities with recommendations on how to revise the proposal. If the LGTRS is in doubt whether the legal formalities are fulfilled, the Legal Chancellery should be consulted.

6. The Government approves or rejects the proposal. If it is approved, the proposal will be legally binding and the process can proceed to step 7. If the Government rejects the proposal, it is sent back to LGTRS, which will send the proposal back to the municipalities with recom​mendations on how to revise it.

7. Election to the new municipal council.

If no agreement on voluntary amalgamation can be achieved within the set time limit, it is recommended to follow the below procedure for adminis​trative (forced) amalgamations:

1-4 are the same as for the voluntary amalgamations. However, some municipalities may reject participation in the initial reform process, why only step 1-2 or step 1-3 will take place before the start of the administrative (forced) amalgamation process.

5. On the basis of the regional investigations, the LGTRS elaborates a concrete proposal for the municipal structure in the remaining “not al​ready amalgamated” parts of the region. 

6. The proposal is presented to the municipalities, which are proposed to amalgamate. The municipalities are given a time limit, where they are obliged to either accept or reject the LGTRS proposal or present an alternative proposal. 

If the LGTRS proposal is accepted, the municipalities start discussions about amalgamation following the steps A-H and send an amalgama​tion proposal to the LGTRS. 

If the LGTRS proposal is rejected, the LGTRS will act as mediator in the discussions about amalgamation, which also will follow the steps A-H and lead to submission of an amalgamation proposal to LGTRS. (If the municipalities refuse to take part in the discussions, they should be punished according to the law on local government territorial reform).

As a third option the municipalities can submit an alternative proposal to the LGTRS within the set time limit. If no reaction from the municipalities is received, it should be interpreted as approval of the LGTRS proposal. 


7. LGTRS checks the fulfilment of the criteria, legal requirements and other formalities. If the formalities are fulfilled, the LGTRS submits the proposal to the Government with a justified recommendation to either approve or reject the proposal. If the formalities are not fulfilled, the proposal is send back to the municipalities with recommendations on how to revise the proposal. If the LGTRS is in doubt whether the legal formalities are fulfilled, the Legal Chancellery should be con​sulted.


8. The Government approves or rejects the proposal. If it is approved, the proposal will be legally binding and the process can proceed to step 9. If the Government rejects the proposal, it is sent back to LGTRS, which will send the proposal back to the municipalities with recom​mendations on how to revise it.


9. Election to the new municipal council.

The proposed procedures for voluntary and administrative amalgamations can be illustrated as below:

(Please note             illustrates rejection of proposal)







6. Support measures

Financial support measures

In most cases it will be very difficult for the municipalities to cover the significant costs of preparing and implementing the amalgamations. There​fore, it is recommended that all investigations carried out in the different counties and/or groups of municipalities should be financed by the state budget. Otherwise large scale local government amalgamations may not be achieved,

The Law on the Administrative-Territorial Division of Estonia does not explicitly mention any financial state support to amalgamating municipali​ties. However § 7 (4) says ”Expenses accompanying the changing of ad​ministrative-territorial regulation and borders and name of administrative units are covered by local government units and concerned government in​stitutions in accordance with their competence and agreement of con​cerned parties”.

The law is not clear concerning to which extent the State can and should support local government amalgamations financially, but 9 million EEK has been set aside in the state budget for amalgamation support in 1999.

Several draft schemes for the distribution of the financial support from the state have been proposed, but so far no schemes have been adopted.

It is found very positive, that the Estonian State recognise the need for fi​nancial support to the amalgamating municipalities. However, as experi​ence already have shown in Estonia it is very important to formulate the fi​nancial support scheme very carefully.

In order to avoid some of the possible pitfalls included in the earlier draft support schemes, it is recommended:

A. To keep the draft scheme confidential until it is approved. If the draft scheme has been discussed publicly and need to be changed, it may create disappointed expectations and resistance towards the territorial reform from the municipalities, as the municipalities may have per​ceived the draft scheme as a promise on a certain level of support.

B. To ensure that support to investigations on possibilities for amalgama​tion will be paid regardless if the involved municipalities decide to amalgamate or not after the investigations. It will not encourage in​vestigations on possibilities of amalgamation if only the municipalities which after the investigation decide to amalgamate will receive fund​ing.

C. To ensure that the support is earmarked to each of the present munici​palities. If all the municipalities are not secured a part of the funding, it may only be the quickest and “easiest amalgamations” that will re​ceive support, while the “difficult amalgamations” of more sceptical municipalities will receive nothing, because the available funds will have been used by the quicker amalgamations. This will not be fair and may cause further resistance from the sceptical municipalities. 


D. To ensure stable and adequate funding of the entire territorial reform process. If the funding is unstable or inadequate, it will add to the problem that the slower municipalities may perceive the support as an unfair “bonus” only provided to the quick amalgamations. Also this can cause further resistance from the sceptical municipalities. The proposed support scheme should therefore not be so generous, that the state run out of support funds halfway in the process.

E. To ensure that the parameters used for calculation of support are simple and objective, for instance the number of inhabitants. If the pa​rameters are too complex (i.e. the sum of state grants and reimburse​ments to a municipality), it may be a vary difficult and time-consum​ing process to calculate and agree on the exact financial support to each municipality.

F. To use fixed support figures per inhabitant instead of using fixed sup​port figures per municipality. Fixed support figures per municipality will favour municipalities with small populations, as they will receive a relative larger support per inhabitant than municipalities with large populations. 

G. To delegate the LGTRS the authority to manage the scheme of state fi​nancial support on the basis of criteria approved by the Parliament. LGTRS will be the government institution best positioned to assess the needs of financial support to the municipalities during the territorial re​form process.

Taking the above considerations into account, the following financial sup​port scheme is recommended:
(The exact support figures have been left out – marked by XXX -, but they should be added according to the expected amount set aside in the state budget for the coming years).

Proposal by NALAD and the Danish Ministry of Interior for financial support to local government amalgamations
Creation of a local government amalgamation fund.

The creation of a local government amalgamation fund should be laid down by law. The “Amalgamation Fund” should finance the below men​tioned financial support measures. The Estonian Government should oblige itself to contribute with a certain amount from the state budget to this fund every year until the local government territorial reform is completed. The possibility of additional donor funding should be investigated.

Organisation

The LGTRS should be responsible for the management of the fund and will further be delegated the responsibility to approve/reject the individual applications on the basis of criteria approved by the Parliament 

Activities which can obtain funding

Both voluntary and administrative (forced) amalgamations can be sup​ported throughout the entire period of the local government territorial re​form. Two or more municipalities can apply the Amalgamation Fund for financial support to the following activities:


1. Regional investigation support (General investigation of conditions and possibilities of territorial reform in all municipalities within the region). Above it is proposed that regional in​vestigations on the possibilities for local government amalgamations should be carried out as a stepping stone towards more detailed local investigations and discussions on amalgamation. The regional investi​gations may be carried out by the LGTRS, private consultancy firms, the county government administration or the municipalities within the region themselves. (In order to avoid a conflict of interest of the LGTRS, the Government should decide which institutions that will carry out the regional investigations). The Amalgamation Fund can support a regional investigation with up to XXX EEK per in​habitant in the region. The support will be paid after the investigation upon presentation of documentation of the local investigation results in the form of a report.

2. Local investigation support. The Amalgamation Fund can support joint local investigations on the possibilities for amalgamation with up to XXX EEK per inhabitant in the involved municipalities. The support will be paid after the investigation upon presentation of documentation of the local investigation results in the form of a report. The financial support to local investigations will be paid to the involved municipali​ties, regardless if they decide to amalgamate or not to amalgamate. Each municipality can only obtain the local investigation support once, even if the municipality in the future become involved in other local investigations with other or the same municipalities.

3. Election support. If an amalgamation contract between two or more municipalities have been signed and approved by the Government be​tween ordinary local government elections, the Amalgamation Fund can support extraordinary elections to the new council with up to XXX EEK per inhabitant in the involved municipalities. Each municipality can only obtain the election support once, even if the municipality in the future becomes involved in other extraordinary elections in con​nection with the local government territorial reform. 


4. Implementation support. The Amalgamation Fund can support the im​plementation of an approved amalgamation contract with up to XXX EEK per inhabitant in the involved municipalities. This support in​cludes support to all implementation expenses (except expenses already covered by the other financial support measures) such as integration of municipal registers and databases, revision of the town plan, liquidat​ing previous institutions and creating new institutions etc. Implementa​tion support can only be paid once per municipality, even though the municipality later on amalgamates with one or more other municipali​ties.

5. Discharge support. The Amalgamation Fund can support the munici​palities with up to XXX EEK per discharged worker, who was not found employment for in the new local government unit within a year after the amalgamation was enacted. Discharge support can only be paid once per municipality, even though the municipality later on amalgamates with one or more other municipalities.

6. Compensation for reduction in state block grants. The Amalgamation Fund can compensate a newly amalgamated municipality the first year after amalgamation, if the state block grant to the new municipality is less than the sum of the state block grant to each of the amalgamating municipalities the year before amalgamation. Each municipality can only obtain the compensation for reduction in state block grants once, even if the municipality later on amalgamates with one or more other municipalities.

Other support measures

Another stumbling block for large scale amalgamations is the lack of hu​man capacity in the municipalities to investigate, prepare and implement local government amalgamations.

It is recommended that it will be one of the key tasks of the proposed LGTRS to provide information and advice to the individual municipalities in the territorial reform process. Please see the section “Local Government Territorial Reform Secretariat” for a description of the LGTRS tasks. 

7. Next steps

It is recommended that the above considerations and the four surveys de​scribed in section 1 “Introduction and previous surveys” form the basis for the elaboration of an overall work plan for the local government territorial reform process by the present reform unit of the Ministry of Internal Affairs. 

This paper provides many input to the content of the overall work plan for the local government territorial reform process. Among the most urgent activities that need to be included in the work plan and implemented are:

· A political debate in the Parliament about the local government terri​torial reform. 

· Creation of a Local Government Territorial Reform Secretariat.

· A broader public debate with the stakeholders about the local govern​ment territorial reform. 

· Preparation and adoption of a “Law on Local Government Administra​tive-Territorial Reform”. 

· Information to the public and the municipalities about the local govern​ment territorial reform process.

Appendix A: The possible organisation, tasks, working methods and time and action plan of a Local Government Territorial Reform  Secretariat in Estonia 

As an input to the considerations of creating a Local Government Territo​rial Reform Secretariat (LGTRS) in Estonia, this paper outline the possible organisation, tasks, working methods as well as a preliminary time and action plan for the secretariat.

1. The tasks of LGTRS

The overall purpose of LGTRS is to oversee and supervise the local govern​ment territorial reform process.

In accordance with this, the main tasks of the secretariat could be:

Investigations

1. To elaborate a standard methodology for regional investigations about the possibilities for local government amalgamations in all regions of Estonia. (Note: the notion “regional investigations” refers to investiga​tions with regional coverage and not investigations of the regional level in Estonia) 

2. To carry out and/or monitor regional investigations about the possibili​ties for local government amalgamations in all regions of Estonia

3. To investigate the experiences – good, bad etc. – of municipalities that have already amalgamated.

Assistance to municipalities

4. To elaborate a methodology for amalgamation projects: Problems and obstacles, necessary paperwork, legal aspects, decision making pro​cedures etc., possibly in the form of a practical step-by-step “Handbook on Amalgamation”.

5. To elaborate guidelines for amalgamation contracts.

6. To provide advice and support to local governments on amalgamation issues, upon demand. 

7. To supervise, support and advice the proposed regional territorial re​form commissions (see proposal in the main paper) in the facilitation and co-ordination of the voluntary territorial reform process.

Information

8. To provide information to municipalities, the Government, the parlia​ment, the press and the public about the territorial reform.

Advice and proposals

9. To provide analysis and advice to the Government, the Minister of Re​gional Development, the Parliament and the Local Government Terri​torial Reform Commission (LGTRC) during the reform process.

10. To check the formalities of the proposals on formation of new local governments and submit the proposals to the Government.

11. To prepare concrete proposals for new local governments after the period of voluntary amalgamations. 

Management of the proposed “Amalgamation Fund”

12. To manage the proposed “Local Government Amalgamation Fund” and to approve/reject applications to the fund on the criteria deter​mined by the Parliament.

2. The organisation of LGTRS

Below, the possible organisational setting of the LGTRS is described as well as the relations to some of the key stakeholders in the local govern​ment reform process.

2.1. The organisational setting of LGTRS

The LGTRS can basically either be a part of the Ministry of Internal Af​fairs or established as an independent government institution with reference to a minister. 

Option 1 – LGTRS as part of the Ministry of Internal Affairs

The advantage of placing the LGTRS under the Ministry of Internal Af​fairs is that the knowledge end expertise gathered through the secretariat functions can be used directly in the preparation of new laws etc. and thereby facilitate a smoother local government territorial reform. 

Through the direct contact both the municipalities and to the responsible minister, the secretariat staff will be well positioned to promote necessary changes in the regulatory framework. Therefore, synergy effects will be gained by having LGTRS placed close to the regulatory functions of the ministry.

One disadvantage of locating the LGTRS within the Ministry of Internal Affairs, is that the resources of the LGTRS may drift over to the regulatory functions of the ministry, as these may be perceived as more urgent than the LGTRS functions. 

Another disadvantage of placing the LGTRS as part of the Ministry of Inter​nal Affairs is that the advice and information to the public, press and the local governments may be perceived as central government statements, which may cause resistance towards the LGTRS from sceptical local govern​ments. 

Option 2 – LGTRS as an independent government institution

The second option is to create the LGTRS as an independent government institution with its own budget and delegated functions.

The advantage of this arrangement is obviously, that the delegated re​sources and the independence of the LGTRS are underlined.

The disadvantage of this arrangement is that most of the available expertise on territorial reform will be concentrated in the LGTRS, which may drain the relevant ministries of sufficiently skilled staff to prepare and implement the regulatory framework.

Recommendation – a mix of option 1 and 2

Taken the above advantages and disadvantages into consideration, it is recommended to pursue a mix of option 1 and 2. This can be done by es​tablishing the LGTRS as an independent government institution with direct reference to Minister of Regional Development, but to physically place the LGTRS within the Ministry of Internal Affairs.

With this solution the independence of the LGTRS is maintained at the same time as gaining synergy effects by having the LGTRS close to regu​latory work of the Ministry of Internal Affairs. Some employees may even work half time in the Ministry and half time in the LGTRS.

2.2 Relations to key stakeholders

(the objectives and tasks of the below institutions is described in the main paper)

The Parliament, the Government and the Minister of Regional Develop​ment

The LGTRS should provide analyses and advice about the territorial re​form to the Parliament, the Government and the Minister of Regional Develop​ment. If the above-proposed creation of the LGTRS as an inde​pendent institution within the Ministry of Internal Affairs is accepted, the LGTRS will refer directly to the Minister of Regional Development. 

Local Government Territorial Reform Commission 

The LGTRS should provide the proposed Local Government Territorial Reform Commission (LGTRC) with the necessary information and advice to fulfil the function of the LGTRC as an advisory body to the Government about the overall local government territorial reform process. LGTRS should also assist the LGTRC in the production of information materials and other activities aimed to fulfil the task of the LGTRC to generate pub​lic debate.

The Public Administration Bureau of the State Chancellery
The LGTRS should also provide the necessary information to the Public Administration Bureau of the State Chancellery, which is working as the secretariat for the Ministerial Commission, established by the Government in order to discuss and investigate the need for reforms within the entire public sector.

The Legal Chancellery
In order to avoid legal problems with the amalgamation contracts at a late stage in the amalgamation process, The Legal Chancellery should be con​sulted by LGTRS during the elaboration of standard guidelines for amal​gamation contracts. The legality of the final guidelines should also be 

approved by the Legal Chancellery.

It should then be the responsibility of LGTRS to ensure that each amalga​mation contract complies with the guidelines, and the Legal Chancellery should only be consulted in cases of unclearness.

External advisors

The LGTRS should be able to draw upon support from external advisors and specialists, e.g. independent institutions and private consultancy firms who possess specific technical knowledge or can implement research and investigations etc.

Regional Territorial Reform Commissions

It is proposed that the regional commissions are established on the initia​tive of the Minister of Regional Development, who will also appoint the chairmen of the commissions. The LGTRS should supervise the regional commissions on behalf of the Minister of Regional Development, and the LGTRS should as well provide the necessary information and advice to the regional territorial reform throughout the reform process.
Local governments

The main stakeholders of the territorial reform projects are, of course, the local governments themselves. Therefore, the main task of the LGTRS should be to assist, advice and support to the local governments during the entire reform process. The possible tools towards this end is described in more details in section 3 below. 

3. Working methods

Below, detailed descriptions of possible working methods for carrying out each of the above mentioned tasks of the LGTRS are outlined.

3.1 Standard methodology of regional investigations 

A standard methodology to conduct the regional investigations should be elaborated in order to allow cross-regional comparisons and a coherent re​form process.

Much inspiration to the elaboration of standard methodologies can be gained from the earlier surveys by, NALAD, the Jaan Tönnisson Institute and the Estonian management institute. Besides, a similar exercise of re​gional investigations on local government territorial reform is ongoing in Latvia and were as well included in the Danish local government reform in the 1960s.

In order to facilitate a process towards voluntary amalgamations, it is recom​mended that regional investigations are carried out in all the regions of the country. The investigations should give a picture of the real situation in the municipalities as regards their social and financial situation, imple​mentation of tasks, inter municipal co-operation, administrative capacity, attitudes towards territorial reform among the representatives of the mu​nicipalities, the inhabitants etc

3.2. Carry out/monitor the regional investigations

The LGTRS will – assisted by the regional commissions – assume the overall responsibility for the co-ordination and monitoring of the regional investigations.

The regional investigations can be carried out either by LGTRS itself, by private consultancy firms, by the regional commissions (composed by all the municipalities in the region) themselves or by the County Government Administration which may have available resources for this task. If the re​gional commissions or the County Government Administration will do the investigations, it will be needed with professional assistance from LGTRS or private consultants.

The results of the investigations should be presented on regional seminars, where the LGTRS and the chairman of the regional commission can in​form the local governments about the territorial reform process, the crite​ria, procedures and support measures which have been formally decided. The outcome of these seminars should be the formation of groups of mu​nicipalities, which afterwards will start discussions on amalgamation. 

3.3. Investigation of experience from previous amalgamations

The LGTRS should also carry out investigations in the municipalities which have already amalgamated in order to identify good as well as bad consequences.

3.4. Elaboration of a methodology for amalgamation projects

LGTRS should elaborate a methodology for amalgamation projects, possi​bly a practical step-by-step procedure, which could be used by municipali​ties which want to investigate the possibilities for amalgamation. The methodology could possibly be included as one chapter in a ”Local Govern​ment Amalgamation Handbook”.

In the ”Territorial reform in Estonia - Final report on pilot investigations” of June 1998, NALAD recommends eighth steps that municipalities can take towards voluntary amalgamation. These steps may serve as inspiration for one chapter of the proposed handbook. Each of the steps is described in length in appendix B.

A. Initial discussions

B. Formation of joint amalgamation commission

C. General investigations

D. Formation of sub-commissions

E. Detailed investigations by the sub-commissions

F. Dialogue with the citizens

G. Elaboration of an amalgamation agreement

H. Decision on amalgamation

3.5. Elaboration of guidelines for amalgamation contracts

The guidelines for an amalgamation contract – assuring the inclusion of all the practical details of an amalgamation – should be elaborated by LGTRS, taking into account all the legal obligations and the criteria that must be fulfilled. Please, see appendix C – Check list for a standard amalgamation contract:

3.6. Advice and support to local governments, upon demand

LGTRS should provide advice, assistance and support to local govern​ments who are considering to amalgamate or are already in the process of amalgamating.

The assistance should take many forms, for instance:

· Advice concerning the legal instructions for amalgamation

· To assist local governments to prepare concrete proposals for voluntary amalgamation, including to check that the criteria for amalgamations laid down by law, and the legal and other formalities are fulfilled

· To assist municipalities in concrete amalgamation projects, e.g. by ad​vice on the implementation of SWOT-analyses, formation of joint amalgamation commissions, elaboration of time-and-action plans etc.

· Regional training courses with the aim to provide key local government representatives with practical tools to make local investigations on the possibilities for territorial reform. The training could e.g. take place in the already es​tablished -regional training institutions.

3.7. Support and advice to the regional territorial reform commissions 

Among the possible ways for the LGTRS to support the regional commis​sions are:

· To provide training courses for the chairmen of the commissions and the county governors with the aim to provide the participants with sufficient tools to act as facilitators in the local territorial reform discussions. 

· To advice the regional commission on how to formulate regionally based “rules of the game”.

· To advice the commissions on how to make regional investigations, if one or more regional commissions choose to implement the regional investigation by itself with assistance from LGTRS or a private con​sultancy firm.

· To assist the regional commissions in the start-up and facilitation of lo​cal discussions about the possibilities for local government reform.

3.8. Provide information on territorial reform

The LGTRS should provide current information to both local and central government stakeholders as well as to the press and the public about the progression of territorial reform. The information could focus on, for in​stance:

· The legal framework of the territorial reform 

· The advantages and disadvantages of amalgamations compared to status quo and other options (e.g. inter municipal co-operation).

· The main results of the regional investigations

· The status of the local government territorial reform process.

· Positive and negative experience gained during the first amalgamations.

· The support measures

· Territorial reforms in other countries

The medias of information could be:

· News letters

· Seminars

· Conferences

· Articles

· Hearings

3.9. Advice to the Government, the Minister of Regional Development, the Parliament and the LGTRC

In order to fulfil its various tasks in the territorial re​form process, the Local Government Territorial Reform Commission needs to be provided with the necessary data, analysis and advice. The LGTRS will be well suited for this task, as it will gather all relevant information during the reform process.

Likewise, the LGTRS should provide professional analyses and advice to the Government, the Minister of Regional Development and the Parliament about the overall development of the territorial reform. 

The LGTRS should also provide advice to the Government on concrete proposals on formation of new municipalities (see 3.10 below). 

3.10. Check and submit concrete proposals for new municipalities

When the LGTRS receives a proposal for voluntary amalgamation of two or more municipalites, the LGTRS should check the fulfilment of the criteria, legal requirements and other formalities. 

If the formalities are complied with satisfactorily, the proposal is passed on for approval/rejection by the Government. The LGTRS should as well include a brief analysis of how the proposed amalgamation will influence the possibilities for other amalgamations in the area. On the basis of this analysis the Government may decide to reject proposals, which will leave out amalgamation possibilities for other present municipalities or otherwise intervene negatively in the overall territorial reform.
3.11. Prepare concrete proposals for new municipalities 

For municipalities, which have not amalgamated within the set time limit for voluntary amalgamation, a procedure for administrative (forced) amalgamations must be elaborated:

The procedure could be as follows:

1. On the basis of the regional investigations, the LGTRS - assisted by the county governor – elaborates a concrete proposal for the municipal structure in the remaining “not already amalgamated” parts of the re​gion. 

2. The proposal is presented to the municipalities in question.

3. The municipalities are given a time limit, where they are obliged to either accept or reject the LGTRS proposal or present an alternative proposal. 

3.12. Management of the proposed “Amalgamation Fund”

If some kind of  “Amalgamation Fund” is established by the Estonian Government, the LGTRS could receive and review applications for fund​ing from municipalities in the amalgamation process. On the basis of a thorough description of the criteria for these support measures, which should be prescribed by law, LGTRS could be delegated the responsibility to approve/reject the individual applications. This should, of course be followed up by external audit, which will make sure that the support pay​ment apply to the criteria prescribed.

4. Draft time and action plan

The following time and action plan is a tentative plan of the suggested main activities of the LGTRS until mid year 2000. Whether the time plan will be realistic depends – among other things – on the resources and tasks delegated to the LGTRS. 

As there is still considerable unclarity at the political level as to how the territorial reform process should be managed and organised, the listed activities may not all be appropriate at the indicated time.

April 1999: 


· Proposal on overall model of territorial reform

· Proposal on organisational structure of the local government territorial reform (division of roles and competences).

· Proposal on procedures for territorial reform 

· Elaboration of methods for support to amalgamating units

· Elaboration of guidelines for amalgamation con​tracts

· Elaboration of methodology for regional investigations

· Proposal on work plan for the territorial reform process

May-June 1999:

· Prepare, implement and evaluate seminar for key political stakeholders on the above mentioned is​sues

Aug. 1999- Dec. 1999:

· Elaboration of a step-by-step ”Handbook on Amalgamation”


Aug. 1999 – Aug. 2000:

· Regional investigations in all regions of Estonia and presentation of results on regional seminars.

Appendix B: Eight steps towards voluntary amalgamation

Step 1: Initial discussions

On the basis of the regional investigations (investigations of all local mu​nicipalities within a region) groups of local governments are formed in order to start discussions about possible amalgamations.

Step 2: Formation of a joint amalgamation commission.

When two or more municipalities have agreed to investigate the possibili​ties for amalgamation, it will be useful to form a joint amalgamation com​mission. 

The objective of the joint amalgamation commission should be to develop a qualified basis for the two or more municipal councils to decide whether to amalgamate the municipalities. 

The key tasks of the commission should be:

· To develop, co-ordinate and monitor a step-by-step action plan for the activities during the amalgamation process. 

· To gather, analyse and distribute relevant information to the involved municipal councils and the citizens. 

· On the basis of investigations and discussions to elaborate a draft amalgamation agreement and submit this to the municipal councils.

To fulfil these tasks it is recommended to establish a close contact with the LGTRS in order to benefit from experience from other amalgamation processes and to be updated with new legislation, pro​cedures, support schemes and other information of interest in the amalga​mation process. It may also serve as a valuable inspiration to organise a study visit for the joint amalgamation commission to one of the areas, where municipalities have already amalgamated. 

The total number of commission members may vary according to the local conditions, but the commission should not be to large to work efficiently and should consist of an equal number of members from each of the participating municipalities – regardless of the size of the municipalities. The commission should include the top decision-makers from each of the municipalities i.e. the mayor and the chairman of the municipal coun​cil and maybe one-two additional municipal council members. 

It may not be a good idea to include representatives from the municipal administration and other citizens with personal interests in the issue, as this may hamper the commission's ability to define, structure and carry out the work in a clear and - to the extent possible - objective way. However, the commission should of course seek the advice of interest groups and key persons in the municipalities. 

Step 3: General investigation

It is important to establish a clear picture of the present situation in the in​volved municipalities before taking decisions about the future, and a gene​ral investigation (base line survey) should therefore be made as extension of the regional investigation. 

The joint amalgamation commission can decide to carry out the general in​vestigations themselves, but they can also seek external assistance from the future Local Government Territorial Reform Secretariat or private consul​tancy firms. External assistance will especially be useful, if the partners for some reasons cannot agree on the approach to be taken in the amalgama​tion process.

Step 4: Formation of sub-commissions.

On the basis of the general investigation the joint amalgamation commis​sion should identify a number of core areas for detailed investigations by a corresponding number of sub-commissions. The core areas should in prin​ciple cover all municipal tasks (education, utilities etc.) and identified problems connected with the amalgamation process (the election of the new mayor, the possible concentration of jobs, investments and services in the future municipal centre etc.).

The joint amalgamation commission should elaborate the terms of reference for the sub-commissions. The terms of reference for each of the sub-commissions should include a description of the objective, the scope of the work, the activities, the expected output, the methodology to be used, the time-frame for the work, and the financial means available. If needed, the joint amalgamation should seek advice on these tasks in the Local Government Territorial Reform Secretariat.

Each of the sub-commissions should consist of at least one member from each of the involved municipalities. The joint amalgamation commission should appoint the members, of which one should be chairman, and the members should be persons with a specialist knowledge on the field. (e.g. a head​master of a school or an education specialist in the municipal administra​tion could be appointed as members of the "sub-commission on educa​tion").

Step 5: Detailed investigations by the sub-commissions.

The sub-commissions can gather relevant information from many sources and in many ways depending on the subject and the local conditions. Some of the possibilities are to use questionnaires or interviews of key persons or users of the municipal services, public hearings etc. 

Independent of the data collection method, it is recommended to include all major interest groups and key persons in the investigations in one way or another. Firstly, it is important to reveal all aspects of the investigated subject, and, secondly, involvement of interest groups and key persons at this stage of the process may prevent resistance later on in the process. At the same time the detailed investigations by the sub-commissions will be a good way for the participants to get acquainted with each other across the present municipal boarders.

Another productive task for a sub-commission could be an evaluation of the already existing areas of inter municipal co-operation in order to visualise the benefits of the successes and learn from the failures.

It can often be useful to structure the collection of information and the analysis of the data in a SWOT-analysis as it has already been done in seve​ral municipalities. The SWOT-analysis requires that the investigators consider Strengths, Weaknesses, Opportunities and Threats within the chosen subject area, in the present and future situation. 

Naturally, other systematic data collection and analysis methods can also be used, but the SWOT-analysis has the advantages that it is fairly simple to understand and apply to a concrete case compared to other and more theoretical tools. At the same time the SWOT-analysis makes it easy to or​ganise and summarise the conclusions in only one or a few pages, which should be submitted together with written comments to the joint amalga​mation commission. 

Again the municipalities should, if needed, seek advice from the Local Government Territorial Reform Secretariat on the process of this step.

Step 6. Dialogue with the citizens

Territorial reform is often a rather sensitive issue. If no information is available to the citizens, the municipalities risk an unqualified discussion among the citizens based on rumours and random pieces of true / false in​formation. Hence, we recommend that the joint amalgamation commission should inform as well as enter into a dialogue with the citizens about the territorial reform process in order to receive input about the concerns and ideas of the public.

It will be very useful that the joint amalgamation commission elaborates an information strategy as early in the process as possible. It would, of course, be preferable if all municipalities within a co-operation - or amalgamation process - could agree on a common information strategy.

Some municipalities will be hesitant to provide public information before concrete plans, examples or first experience can be presented to the citi​zens. However,  waiting for concrete plans should not postpone the elabo​ration of an information strategy nor the announcement that discussions have started and when concrete plans can be expected etc.

The information to the citizens should at least entail the results of the general investigations, advantages and disadvantages of an eventual amal​gamation and the preliminary decisions made concerning future co-opera​tion or amalgamation. 

The information media can vary, but it is recommended to use several written, visual and oral media (e.g. newspapers, posters, radio and public hearings). 

Step 7: Amalgamation agreement 

Based on the previous steps the joint amalgamation commission should negotiate and submit a draft amalgamation agreement to the involved mu​nicipal councils. The draft amalgamation agreement should address all le​gal, organisational, administrative and practical aspects of a possible amal​gamation, and it should include a detailed action plan for the process from the decision is taken to the amalgamation is fully implemented. 

To the extent possible the draft amalgamation agreement should also sug​gest solutions to the identified problems of an amalgamation of the in​volved municipalities. It should e.g. consider solutions to the possible problem of concentration of jobs and services in the future municipal centre and the likely necessity of retraining part of the municipal employees in order to enable them to complete other than their present functions in a new enlarged municipality.

Step 8: Decision on amalgamation.

The "Law on administrative-territorial division in Estonia" §9 (adopted 22 February 1995) stipulates that municipal councils before deciding to amal​gamate have an obligation to "finding out the citizens' opinion", but it does not determine how to do this
. Hence, the municipal councils can choose not to organise a referendum but to ask the citizens in other ways e.g. by public hearings or by using interviews or questionnaires to a sample of the population. The municipal council may also simply take the decision itself, as the municipal council is elected by the citizens and therefore represent the opinion of the citizens. 

A referendum clearly has the advantage of being a very direct way of practising democracy. On the other hand the question may be considered as not suited for a referendum, which was the case in the Danish local govern​ment territorial reform. 

The reason for this opinion is, that the citizens may be expected to vote on the basis of a calculation of short sighted personal gains or losses, which may not be the best solution for the municipality as a whole neither in the short nor in the long run. It can be argued that the amalgamation should not be regarded as a question of personal gains and losses but has to do with the future capability of the Estonian municipalities to serve the citizens in a satisfactory way.

Appendix C: Check-list for elaboration of guidelines for amalgamation contracts

The below paper is separated in two parts. 

The first part lists the issues that need to be considered in connection with the organisation and tasks of a joint amalgamation commission composed by representatives of the two or more municipalities intending to amalgamate.

The second part lists the issues that need to be considered in the guidelines for the amalgamation contracts.

Part one – organisation and tasks of the amalgamation commission 

A. Constitution of amalgamation commission (how many and which representatives from each municipality – an equal number of representatives from all municipalities may be preferred)

B. Appointment of substitutes for the representatives

C. Appointment and functions of the chairman and dep. chairman (call for and preside over meetings, call for first meeting of the new local council after local elections)

D. Establishment of a secretariat to handle practical issues (prepare meetings, take minutes etc.)

E. Sharing of expenses of the commission and the secretariat (50/50 or according to population size?)

F. Tasks of the amalgamation commission: 
- preparation of amalgamation contract
- responsibility for assuring that amalgamation takes place within the set time limit 
- preparation of draft by-laws and regulations of the new munici​pality
- making draft proposals on co-operation projects of the amalga​mating municipalities
- accounting of assets and liabilities (including outstanding debts) to be transferred to the new municipality
- preparation of the first year budget of the new municipality from the date of amalgamation, including local taxes, user charges, fees and other sources of income to be paid by all residents of the new municipality
- decision making on financial responsibilities that are not covered by the current year budget of the individual municipalities
- placement of county hall/city hall of the new municipality
- deciding the name and symbol of the new municipality 
- division of personnel and equipment within the territory of the new municipality
– decision on the terms of continuation or termination of existing inter municipal co-operations with other municipalities
– decision on conditions for continuation of licences and permissions issued by the municipalities involved in the amalgamation.
– selection of date, preparation and organisation of the elections for the new munici​pality

G. Regulations on the working procedures of the commission (call for meetings, decision making, minutes, keeping of protocols etc.)

H.  Decision making (simple majority; draft budget approved by each municipality, new financial responsibilities of the individual municipalities which are not covered by the current year budget to be decided unanimously)

I. The time period within which the committee will have authority over the above mentioned tasks 

Part two – content of the guidelines for amalgamation contracts

Name and date of creation

1. Amalgamating municipalities

2. Name of the new municipality

3. Date of creation of the new municipality

Approval of by-laws and regulations

4. The draft local government by-laws and regulations of the new municipality - worked out by the amalgamation commission - must be submitted to the local council for approval at its first meeting and confirmed by the county governor.

Municipal co-operations

5. Before the amalgamation is effectuated it must be decided on what terms to either continue or terminate municipal co-operations with municipalities who are not included in the amalgamation.

Licenses and permissions

6. Conditions for continuation of licenses and permissions issued by one of the amalgamating municipalities.

Obligations

7. The new municipality will assume the responsibilities of the individual municipalities in accordance with the ”Law on Local Governments” and other laws specifying the tasks and functions of local govern​ments.

Employees

8. Employees who are employed in one of the amalgamating municipali​ties on the date of creation of the new municipality will be transferred to the new municipality on the same wage and employment conditions.

9. It is recommended to announce all vacant positions internally in the municipal organisation before announcing them publicly. This will give the employees of the old municipalities a good chance to change to positions in the new municipality.

Economic affairs
10. From the date of the amalgamation the new local authority takes over all assets and liabilities of the individual municipalities including the arrears of income as well as guarantee liabilities.

11. The local council of each of the municipalities assesses the personal tax of their own inhabitants for the first fiscal year of the new municipality which is to be paid to the new municipality. The personal local taxes to the new local authority are calculated with a mutual percentage of taxation for all taxpayers.

12. The new municipality is obliged to make the accounts of the last fi​nancial year of each of the amalgamating municipalities.

13. The amalgamating municipalities are not allowed to undertake liabili​ties after the date of signing this contract, which, after the date of the amalgamation, will be transferred to the new municipality. All such li​abilities, which may be necessary to undertake before the date of amal​gamation, must be approved by the amalgamation commission. 

Election of members to the new local council 

14. How and when shall the local elections for the new local council take place. Rules of how many members shall be elected for the new local council. 

Approval of the amalgamation conditions

15. The conditions on which the municipalities are amalgamated must be approved by each local council within a certain time limit.

16. The conditions are effective from the date of approval by the Ministry of Internal Affairs.

17. In the case of disagreement between the local councils on the condi​tions for amalgamation, the Ministry of Internal Affairs is entitled to stipulate and decide the conditions.

Regulations in case a municipality is split 

18. In case a municipality is split up (if one part goes to one new municipality and the other part goes to another one), rules must be established on how to share the assets and liabilities, personnel etc. of the old municipality.
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� (Note: The notion “regional investigations” refers to investigations with regional coverage and not investigations of the regional level in Estonia)


� This is in accordance with the European Charter of Local Self-government, which stipulates that "Changes in local authority boundaries shall not be made without prior consultation of the local communities concerned, possibly by means of a referendum where this is permitted by statute".
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