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Executive summary

For the last couple of years a local government territorial reform has been discussed in Estonia. It is argued that the municipal tasks can be carried out in a more rational and satisfactory way if the number of municipalities are  reduced from the present 254 to for instance 70 or 150 municipalities.

It was therefore natural to include support to the local government territorial reform in the Estonian-Danish local government administration programme between the Estonian Ministry of Internal Affairs and the Danish Ministry of Interior.

The National Association of Local Authorities in Denmark (NALAD) was contracted to carry out pilot investigations in different areas of Estonia in order to generate more knowledge about facts, problems, opportunities and attitudes towards territorial reform in selected municipalities and towns. With this main objective three pilot investigations were carried out 11-15 May 1998 in three clusters of municipalities by a co-operation between NALAD and the Ministry of Internal Affairs.

· One cluster of municipalities around a major town: Kuressaare Town, Kuressaare Municipality, Kaarma Municipality.

· One municipality encircling another municipality/town: Vändra Borough, Vändra Municipality.

· One cluster of municipalities without a major town: Antsla Town, Antsla Municipality, Urvaste Municipality.

The pilot areas were selected by the Ministry of Internal Affairs. 

Information was gathered through available written materials, a questionnaire and interviews with a number of persons in each of the municipalities visited.

A general reservation should be made about the data presented in this report, as there might be differences between the municipalities in the ways concepts are used and quantified, e.g. unemployment and performance of municipal tasks.

Some of the main findings in the three pilot investigation areas are:

· The municipalities have currently limited financial and administrative capacity to fulfil their tasks.

· Some municipal tasks are not fulfilled or only in an unsatisfactory way.

· Municipalities with large populations perform more tasks than municipalities with small populations.

· Municipalities with large populations have more inhabitants per employee than municipalities with small populations. This indicates lower administration costs per inhabitant in bigger municipalities.

· The extent of inter municipal co-operation is very different from area to area, but the respondents in all municipalities perceive a need to extend the inter municipal co-operation in the future.

· The respondents perceive the main advantages of a territorial reform to be: 
- Improved economic and administrative efficiency
- Improved municipal planning and management
- Possibility to make larger investments in municipal infrastructure etc.
- Possibility to employ administrative specialists in the municipality
- Improved quality of the municipal services to the citizens
- Improved possibility to attract private investments and thereby job opportunities.

· The respondents perceive the main disadvantages of a territorial reform to be:
- Concentration of the municipal services in the largest town
- Concentration of private investments in the largest centre
- Loss of local institutions such as schools, libraries and primary health clinics in the remote areas of a new enlarged municipality.
- Loss of jobs in the municipal administration.

The report outlines and comments eight key steps towards voluntary amalgamation:

1. Initial discussions

2. Formation of a joint amalgamation commission

3. General investigations

4. Formation of sub-commissions

5. Detailed investigations by the sub-commissions

6. Dialogue with the citizens

7. Amalgamation agreement

8. Decision on amalgamation

The report also presents 17 recommendations concerning the general territorial reform process and the investigated clusters of municipalities. Among these are:

· To pursue a mixed model of amalgamation as the overall territorial reform strategy. That is to say a period of voluntary amalgamation followed by an administrative (forced) amalgamation. 

· Creation of a Local Government Territorial Reform Secretariat to support the territorial reform process.

· To elaborate and decide on clear criteria for voluntary amalgamations and guidelines for the territorial reform process, 

· To carry out pilot investigations in the remaining areas of Estonia.

· Elaboration of a "handbook of amalgamation" based upon Estonian and foreign experience.

· Elaboration of national and local information strategies.

All recommendations are listed in chapter 4.4. - 4.7.

Background

2.1. Territorial reform in Estonia

The reform process

During the latest year a local government territorial reform has been increasingly debated in Estonia. It is argued that the municipal tasks can be carried out in a more rational and satisfactory way if the present 254 municipalities are amalgamated to between 70 and 150 municipalities.

The Estonian government has not taken any formal decision about how the territorial reform process should proceed, but it has been announced that a period of voluntary amalgamations will be followed by administrative (forced) amalgamation in connection with the local government elections in 2002.

A number of amendments to the laws regulating the local governments have been made during the first months of 1998. Notably, it has been possible to amalgamate two or more municipalities in-between the local government elections. However, the legal basis for the territorial reform is yet not completed.

It has also been discussed to create an expert group within the Ministry of Internal Affairs. The objective of the group should be to support the territorial reform process by training "amalgamation consultants", advice the municipalities about the reform process and suggest institutional and legislative amendments in order to facilitate the territorial reform proces.

At present three reports constitute the analytical input to the debate on territorial reform:

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

2. The Jaan Tõnnisson Institute carried out a survey of 10 cases of possible amalgamations in Pärnu and Viljandi counties during the period October 1997 to April 1998.

3. The Public Administration Development Commission presented a report in spring 1998, which among other aspects discussed the local government territorial reform.

2.2. Project description

This report will constitute the fourth input to the debate on territorial reform in Estonia. The report is the output of pilot investigations in three areas of Estonia within a project, which is part of the Estonian-Danish local government administration programme between the Estonian Ministry of Internal Affairs and the Danish Ministry of Interior.

Objective

In order support the territorial reform process in Estonia the objectives of the pilot investigations are:

1. To gather information about facts, problems, opportunities and attitudes towards territorial reform in the towns and municipalities selected.

2. On the basis of these investigations, to draft general recommendations to the territorial reform process and recommendations to each of the three investigated pilot areas.

3. To set a standard for subsequent pilot investigations to be carried out in other areas of Estonia during the local government territorial reform. 

Selection of pilot areas

NALAD presented a project description of the content and implementation of these pilot investigations. It was recommended by NALAD to carry out pilot investigations in "typical" situations that need to be addressed differently during the upcoming territorial reform. Successively an agreement was reached between the Ministry of Internal Affairs and NALAD to select the following areas for pilot investigations:

· One cluster of municipalities around a major town: Kuressaare Town, Kuressaare Municipality, Kaarma Municipality.

· One municipality encircling another municipality/town: Vändra Borough, Vändra Municipality.

· One cluster of municipalities without a major town: Antsla Town, Antsla Municipality, Urvaste Municipality.

It must be underlined, that by selecting as many as three pilot areas, it is not possible within the limited project period in details to investigate attitudes, problems and possibilities in the pilot areas. Instead, it has been prioritised by the Ministry of Internal Affairs to receive a broader picture of the territorial reform and comparative input to this 

Organisation and working methods

The pilot investigations were carried out in a co-operation between NALAD and the Ministry of Internal Affairs from 11 to 15 May 1998. 

NALAD elaborated the questionnaire, which was sent to the selected municipalities beforehand, conducted the interviews and wrote the draft report. 

The Ministry of Internal Affairs organised the pilot investigations, translated the questionnaires, and participated in all interviews and commented upon the draft report.

The investigation team consisted of:

Mr Holger Pyndt, Head of International Consultancy Division, NALAD

Mr Michael Ballegaard, Consultant, NALAD

Mr Kenneth Kristensen, Consultant, NALAD

Mr Igor Baranov, Head of local government unit, Ministry of Internal Affairs

Mrs Krista Kampus, Specialist, Ministry of Internal Affairs

Mr. Madis Kaldmäe, external Consultant to the Ministry of Internal Affairs. (Mr. Kaldmäe participated only in the interviews in the Vändra area).

The following sources of information were used in the pilot investigations of the three pilot areas:

· Studies of available written information.

· A questionnaire for each of the municipalities involved. The questionnaires are enclosed as appendix B.

· Interviews with the joint amalgamation commissions in each of the three pilot areas.

· Interviews in each of the municipalities involved with the mayor, the chairman of the council, council members and administrative staff. 

All interviews were conducted as thematic group interviews with all respondents in each municipality. The detailed methodology is enclosed as appendix A.

Future steps

The main findings of this report were presented at a seminar for the mayors and chairmen of the councils in the municipalities involved, the Ministry of Internal Affairs and representatives from the local government associations on 19  June 1998. It will be up to the Ministry of Internal Affairs to disseminate the findings and conclusions further. 

Reservations

Time did not permit a second round of interviews in order to discuss the preliminary findings and eliminate errors and misunderstandings. A general reservation should therefore be made about the data presented in this report. The use and way of evaluating and quantifying concepts, e.g. quality of municipal services and unemployment, vary from municipality to municipality. Hence, the presented data should only be perceived as indicators and not exact numbers.
Another reservation should be made about the conclusions drawn by the Danish experts and presented in this report. Due to the use of an interpreter during the interviews and the culture differences between Estonia and Denmark, we may have overlooked or misunderstood some of the information given by the respondents.

As well all three clusters of municipalities had organised joint amalgamation commissions. This is probably not typical for most municipalities in Estonia, and the three clusters may therefore to some extent be advanced municipalities rather than typical municipalities.

Main findings

The followingis based on the findings from the questionnaires and interviews with representatives of the eight pilot municipalities. The findings are presented topically and the conclusions derive from the three chapters presented later in the report. These chapters describe in details the findings from each of the three pilot areas visited.

The main findings are based on quantitative figures and expressions, statements and attitudes of the municipal respondents. Thus, they do not reflect the attitudes of the Danish experts.

3.1. Municipal administration

Comparisons between the number of inhabitants of the investigated municipalities and their administrative staff indicates that the number of residents per employee is related to the population size of the municipality; the larger the population of the municipalities is, the more residents per employee. This means that employees of bigger municipalities serve more people at the same time due to economies of scale 

However, this finding is not valid for the Antsla area, where the municipality of Urvaste, which is the smaller of the investigated, has the highest number of residents per employee. This may, however, partly be explained by the fact that the economy of the municipality is weak, which restrains the possibility of hiring a sufficient number of administrative employees.

Another problem is that the municipal employees have to cover many different areas at the same time and therefore cannot specialise in one or a few areas.

Also the need for specialists is related to the population size of the municipalities, as it is primarily the respondents of the smaller municipalities who express a need for specialists  in such areas as economy, law, environmental protection, land reform etc. According to most of the respondents, one of the main advantages of amalgamation is exactly the possibility of hiring more specialists. Hence, amalgamation is expected to create a more specialised and cost-efficient municipal administration. 

3.2 Municipal finances

The tax bases of the investigated municipalities are generally weak due to low income levels and high unemployment rates in many areas. The weak tax base constitutes a severe and unstable situation for the municipalities and affects both the generation of income and the possibilities of expanding expenditure.

The income levels of the municipalities differ a lot. In general, the tax bases per capita of the more populous urban centres are higher than in the rural areas due to better employment opportunities and more well educated and well off residents. Also, the dependence on state subsidies –  either through general or earmarked state grants – is bigger in the smaller municipalities. On average, state subsidies makes up approximately 40% of the municipal income of the eight pilot municipalities, but in some of the municipalities they constitute more than half of the total income. 

On the other hand, the bigger municipalities are very dependent on payments from other municipalities for e.g. education and social services. In some municipalities these payments constitute more than 20% of the total income. The representatives of the bigger municipalities complain that the reimbursements does not cover the real costs – for instance of construction and maintenance -  of the services they provide. Also, the revenue of the municipal payments is difficult to calculate in advance because the exact demand is difficult to foresee and because payments are not always received in time.

Amalgamation, therefore, is expected to lead to an improved and more secure financial situation for both the larger and smaller municipalities.

3.3. Municipal tasks

In the present situation, the municipalities have limited financial and administrative capacity to fulfil their current tasks. In many cases, a scattered geography and weak infrastructure are other barriers for fulfilling the current municipal tasks.

In the questionnaire for the eight pilot municipalities, 26 tasks were mentioned which – according to the law – are the responsibility of the municipalities. For each of the tasks we have asked the respondents if the task is provided and who is carrying it out.

· In the Kuressaare area 10 of the tasks are carried out by all three municipalities, 6 tasks are carried out by two of the municipalities, 7 tasks are carried out by one of the municipalities and 3 of the tasks are carried out by none of the municipalities. 

· In the Vändra area, 16 tasks are carried out by both municipalites, 7 tasks are carried out by one of the municipalities, while 3 tasks are carried out by none of the municipalities.

· In the Antsla area, 13 tasks are carried out by each of the three municipalities, 5 tasks are carried out by two of the municipalities, 4 tasks are carried out by one of the municipalities, and 3 tasks are carried out by none of the none of the municipalities. 

The fact that some of the municipal tasks are left to the county/state or not carried out at all indicates a lacking capacity of the present municipalities. In some cases, the municipalities do even not run their own kindergartens or protect the local environment. Most respondents expect that amalgamation will result in municipalities which will have the sufficient population size and financial and administrative capacity to handle its own tasks.

The respondents were also asked about their assessments of the quality of the services that their municipality provides. Though a general reservation should be made about the understanding of the term ”quality”, which may be understood differently, most of the services are generally assessed to be of a ”fair” quality. Some, however, are also considered to be of a ”low” or ”very low” quality. This goes mainly for the maintenance of local roads and streets, sewage and environmental protection. 

The respondents' assessments of the municipal service quality do not vary a lot. However, the respondents of Kuressaare Town estimated more of their services to be of a ”high” quality than the respondents of the other municipalities. 

In general, amalgamation is also expected to improve the municipal services, mainly due to a more specialised municipal staff, which will be better skilled in providing the right services for special segments of the population. 

3.4. Inter municipal co-operation

The extent of inter municipal co-operation varies among the three pilot areas. Inter municipal co-operation exists in areas like:

· primary and secondary schools

· waste management

· maintenance of roads

· public transportation

· social and health services (hospitals, elderly homes etc)

The inter municipal co-operation is most far-reaching in education and health services, where some municipalities make joint planning, joint purchases of goods, and in some instances appoint members for joint management bodies for the institutions. 

The respondents in all the eight pilot municipalities see a great need to expand inter municipal co-operation in such areas as sewage, heating, drinking water, waste management and environmental protection, mostly in the form of collective enterprises. Co-operation concerning culture and tourism has also been mentioned. 

However, the respondents stress that it is difficult to establish new co-operation projects because it requires large investments, which are difficult to locate money for. The municipalities have limited financial resources, and loans are difficult to get. Also agreements on where to situate the new enterprises are difficult to reach.

In the established areas of co-operation a mutual payment system ensures payments to the municipalities which provides services to other municipalities. Most of the respondents think that the mutual payment system functions satisfactorily. However, the respondents of the municipalities providing services to other municipalities stress that the mutual payment system does create problems. The problems are that payments are not always received in time and that the payments do not cover all expenses for the provision of the services due to the principles guiding the calculation of the tariffs. According to law, the tariffs cannot include the costs of investments and maintenance of buildings etc. These costs are therefore covered by the providing municipality alone. 

Most of the respondents expect that amalgamation of municipalities that are closely related with each other in terms of communication and exchange of services will render the mutual payment system superfluous while maintaining the advantages of guaranteeing the citizens a free choice of services.   

3.5. Attitudes, strategies and possibilities of territorial reform

This section sums up the main attitudes, strategies and possibilities of amalgamation, as they  were expressed during the interviews

Perceived advantages

The respondents perceive the main advantages of amalgamation or closer inter-municipal co-operation to be (not in order of priority):

· Rational, consistent and coherent planning of the municipal development.

· Improved solutions to common problems, e.g. environmental problems and maintenance of roads.

· Possibility of the urban centres to expand beyond the present borders, which together with improved municipal infrastructure will facilitate increasing private investments and thereby increasing job opportunities.

· Improved quality of the municipal administration and management due to specialisation of the work functions and hiring of more specialists. 

· Improved finances due to gains from economies of scale in provision of municipal services, e.g. collection of waste.

· Pooling of finances will improve the possibilities of obtaining favourable loans, for instance for the construction of new roads.

· Some of the respondents also expect an easier access to financial support from the central government if amalgamation is done voluntarily, e.g. support for covering expenses related to administrative costs of amalgamation, arrangement of referendums etc. and maybe unemployment benefits for dismissed personnel.  

Perceived disadvantages

Generally, the respondents perceive the main disadvantages of amalgamation or closer inter municipal co-operation to be (not in order of priority):

· Fear among the inhabitants of the remote areas that the distance to the political centre will grow and the politicians will be less sensitive to their interests.

· Fear among the inhabitants of the rural areas that they will loose their local schools, libraries etc. if they are amalgamated with a town. 

· Investments will be concentrated in the town and in the outskirts of town with the danger of a further urbanisation of the area. 

· Pollution will be spread to the rural areas and valuable agricultural land will disappear.

· Some of the respondents expect that the administrative personnel will be reduced. However, others respondents do not expect dismissal of administrative staff but rather that the present staff will have to change job functions and tasks.

Attitudes towards territorial reform

It is our impression that most of the respondents have recognised the need to improve the economic and administrative efficiency of the municipalities in order to carry out the municipal tasks satisfactorily in the future. Though, they all stress the many disadvantages and practical obstacles in the amalgamation process, most of the respondents also agree that amalgamation may be one way to achieve the required improvement of the economic and administrative efficiency of the municipalities.

It is also our impression that the administrative employees in general are more sceptical towards amalgamation than the politicians, as the administrative employees are insecure whether to maintain their jobs after an amalgamation. However, if amalgamation takes place, the administrative employees are generally willing to undergo retraining and change working functions.

As no surveys have been made among the citizens, it is very difficult to assess their attitude towards amalgamation. The general impression of the respondents is that the population in the towns are more positive towards amalgamation than the rural population, which is afraid of being marginalised. According to the respondents another prime concern of the population is that the disadvantages of amalgamation may be more obvious and tangible than the advantages in the short term.

Strategies towards territorial reform

Most of the respondents are of the opinion that amalgamation is inevitable, especially as the central government has encouraged the municipalities to amalgamate and announced that amalgamations will be effected – either voluntarily or forced. Most of the respondents are also in favour of amalgamation, though all think it is a process linked with many practical problems and obstacles.

Discussions between the pilot municipalities in the three investigated areas have started within the last two years and are making fast progresses. In all three areas, joint amalgamation commissions have been formed consisting of the mayors and two to three council members or administrative employees from each of the municipalities involved. The purpose of the commissions are, firstly, to investigate the possibilities for and obstacles towards amalgamation and, secondly, to manage the amalgamation process itself.

In both the Kuressaare and the Antsla area, the joint commissions have formed sub-commissions covering the major municipal tasks. The sub-commissions have conducted SWOT-analyses (Strengths-Weaknesses-Opportunities-Threats) of each area, which were presented to the joint commission during the month of may 1998. In both cases the conclusions will form the basis for the future discussions of whether to amalgamate or not and - if a decision to amalgamate is taken - how the amalgamation shall proceed. 

The representatives of all three areas have decided that the inhabitants of the municipalities shall participate in the discussions but no concrete steps has been planned yet. However, the respondents all agree that concrete plans should be elaborated and some experience be gained before approaching the citizens  on the matter. Qualified information about the territorial reform process is conceived to be very important by all respondents. 

The respondents find it important that the territorial reform process develops from below and that it is not imposed from above. However, most of the respondents find it appropriate that the state support the municipalities which are in the process of voluntary amalgamation. The following types of state support are mentioned:

· Clear legislation, procedures and rules governing the territorial reform process.

· Earlier experience of amalgamation – national and international - should be made available.

· Financial support should be given, at least covering the expenses directly connected with amalgamation.

Options and recommendations

4.1. Four options of territorial reform

The following options and recommendations by the Danish experts consider the question of territorial reform within the existing context. Hence, problems connected to the existing context such as irregular state grants etc. are not dealt with separately but only as part of the overall municipal conditions in Estonia.

Basically, we find that there exist four options for the future of the municipalities in the pilot investigation areas and the remaining Estonian municipalities. Each of the options involves a number of steps:

1. Status quo. The present structure and tasks of the municipalities remain basically unchanged.

2. Inter-municipal co-operation. The present inter municipal co-operation is extended to cover all - or most of - the municipal tasks which can be solved with improved administrative or economic efficiency or with a higher quality by inter municipal co-operation than by the individual municipalities.

3. Voluntary amalgamation. Two or more municipalities decide to amalgamate either directly or after a period of extended inter municipal co-operation

4. Forced amalgamation. The state decides on amalgamation of the present municipalities administratively.

The main advantages and disadvantages of the four options can be summarised as follows:
Table 4.1. Four options of territorial reform.

	
	Main advantages
	Main disadvantages
	Risks

	1. Status quo
	- Maintain local institutions and jobs in the near future.

- Maintain close contact to the citizens.
	- No reform process.

- Some municipal tasks are fulfilled unsatisfactorily or not at all.

- Low administrative capacity and high administration costs. 

- No further decentralisation of tasks from central to local level is possible.
	- Forced amalgamation.

- Migration of citizens to municipalities with higher quality of services and better long term job opportunities.

- Closing of municipal institutions due to lack of finances and citizens.

	2. Inter- municipal co-operation
	- Improved administrative and economic efficiency in selected areas.

- Generation of a qualified basis for decision on extended co-operation or amalgamation.
	- Very slow reform process. 

- Complicated management of inter municipal co-operation.

- Further decentralisation of tasks is difficult.

- Difficult to take full advantage of economies of scale
	- Forced amalgamation.

- Controversies between co-operation partners (e.g. mutual payment).

	3. Voluntary amalgamation
	- Improved administrative and economic efficiency.

- Secure survival of some municipal institutions and jobs in the long run.

- Higher quality of municipal services.

- Involvement of the municipalities and the population in the process.

- No need to worry about forced amalgamation.
	- Relatively slow reform process.

- Concentration of institutions, jobs, shops and houses around the new centre causing elimination of some institutions and jobs in the periphery. 

- Loss of some of the close contact to the citizens.
	- Possibly resistance from parts of the population and employees in the concerned municipalities.

	4. Forced amalgamation
	- Rapid reform process.

- Improved administrative and economic efficiency.

- Secure survival of some municipal institutions and jobs in the long run.

- Higher quality of municipal services.
	- Concentration of institutions, jobs, shops and houses around the new centre causing elimination of institutions and jobs in the periphery. 

- Loss of some of the close contact to the citizens.

- No involvement of the municipalities and the population in the process.
	- Possibly strong resistance from the population as well as some of the politicians and employees in the concerned municipalities.


Comments to option 1 - status quo

Considering the current problems of fulfilling the municipal tasks in a satisfactory way, it is our opinion that the first option of status quo must be ruled out as unrealistic in the long run. If no changes occur, the municipalities will most likely face significant problems in meeting the citizens' future demands.

Firstly, the financial means will be inadequate to maintain and invest in municipal institutions and services. Secondly, administrative specialists will not be available to solve technical problems (e.g. a lawyer or a financial specialist).

Comments to option 2 - Inter municipal co-operation
In our opinion inter municipal co-operation may help to solve some of the municipal tasks in a more cost-efficient way without affecting the fundamental functions and sovereignty of each municipality. It may also help to overcome some of the existing psychological barriers between citizens and politicians in two or more neighbouring municipalities as mutual experience and acquaintance will be generated. The model also leaves room for investigating and debating the issue before making the final decision.

It, however, is our opinion that inter municipal co-operation is a time consuming model, which may only postpone the inevitable decision to amalgamate voluntarily or await to be amalgamated administratively by the state. Furthermore, inter municipal co-operation does not solve the fundamental problem, that the current size of the municipalities is too small for an efficient organisation of a number of municipal tasks, e.g. public utilities.

It is also likely that some of the present problems with inter-municipal co-operation (e.g. mutual payment and representation of "service-buying-municipalities" in managing boards of "service-providing-municipalities") will prevent gaining the full advantage of inter municipal co-operation. 

Comments to option 3 - Voluntary amalgamation

In our opinion, voluntary amalgamation will improve the administrative and economic efficiency in fulfilling the municipal tasks. Hence, it will be the most direct way to solve the municipal tasks in a satisfactory way. Contrary to forced amalgamation the option of voluntary amalgamation secures that the municipalities themselves are not only involved but in charge of the process. 

However, voluntary amalgamation must be expected to be a relatively slow process and that, depending on the political situation, can be seen as both an advantage and a disadvantage. In view of Estonia's "fast track" route to EU-membership and the resultant demands to the administrative capacity also at local level, we see a slow territorial reform process as a disadvantage.

The option of voluntary amalgamation also includes drawbacks caused by the likely concentration of municipal institutions and activities in the future centres. In our opinion, this problem must be dealt with politically in the amalgamation discussions, e.g. by maintaining some local branches in the territory of the amalgamated municipalities.

Comments to option 4 - Forced amalgamation

Forced amalgamation has more or less the same advantages and disadvantages as voluntary amalgamations. However, forced amalgamation will result in a much more rapid process than voluntary amalgamation. On the other hand forced amalgamation does not involve the municipalities and the population in the process. Hence, forced amalgamation will possibly meet strong resistance not only from the population but also from municipal politicians and employees. This may eliminate some of the short-term efficiency gains of the amalgamation. 

Forced amalgamation will also most likely affect the relations between central and local governments considerably in negative direction. Hence, it is our opinion that forced amalgamation should only be realised, if the municipalities themselves are not capable of finding solutions to the lack of administrative and economic efficiency within a reasonable time period.

Public / private co-operation
In many countries, municipalities contract out a number of the municipal tasks to private companies. One advantage of contracting out is, that the municipality does not have to employ highly specialised staff in these areas. 

Contracting out to private companies may in some cases also be relevant in Estonia, but at present the private sector is not sufficiently developed and diversified to carry out major tasks for the municipalities.

Likewise, contracting out demands an administrative capability (to set up tenders, control the execution of tasks etc.) that is not present in most municipalities. Hence, contracting out should not be considered as an "option 5" - an alternative to the presented options 1-4. Rather contracting out should be regarded as a valuable aspect that could be added to any of the options 1-4 in the future.

As the method of contracting out has only limited relevance for the immediate future of the Estonian cities, it is not considered in any detail in this report.

4.2. Conditions for voluntary amalgamations

As indicated above, it is our opinion that it will be preferable for most Estonian municipalities to set out on a voluntary amalgamation process. The municipalities in the three investigated pilot areas (Kuressaare-Vändra-Antsla) are already far in the process, which is discussed in greater detail in connection with the recommendations for each of the areas in section 4.5-4.7.
If the voluntary territorial reform process should be expected to proceed with a reasonable pace, it is our perception, that four key conditions have to be fulfilled. 

A. Clear and consistent legislation, criteria and procedures for the process.

The government has been working thoroughly with the legislation governing the territorial reform process. E.g. it has been made possible to amalgamate municipalities in the period between local government elections. However, officially decided legislation and rules are missing in a number of areas, notably:

· A conducive legal basis for the territorial reform process. Many municipalities have contributed with suggestions to revision of the Law on Local Government Arrangements and Chairman of the Riigikogu, Toomas Savi, and City Secretary of Tallin City, Toomas Sepp, have elaborated an extensive list of legal amendments necessary for territorial reform. All suggestions have been forwarded to the Ministry of Internal Affairs.

· An official decision that the period for voluntary amalgamations will last until the local government elections in the autumn 2002 or some other deadline.

· The political and/or administrative management of the overall local government territorial reform process. E.g. it has been planned to form a working group within the Ministry of Internal Affairs. We recommend to create a "Local Government Territorial Reform Secretariat" to support the reform process financed by the Estonian state, c.f. General Recommendations R3.

· Establish criteria for amalgamation and guidelines for the territorial reform process.

· The content of the state support schemes to the municipalities, which are planning to amalgamate voluntarily. It is our impression that it has raised expectations and at the same time created a certain insecurity among the municipalities that different support schemes and numbers have circulated without being officially decided

B. Information, support and advice

Another necessity in the reform process is that the municipalities have access to sufficient information and advice. If a Local Government Territorial Reform Secretariat is created, the key tasks of this secretariat should be to:

· Carry out investigations covering all municipalities in Estonia..

· Identify administrative and legal obstacles to the territorial reform process and suggest solutions to these.

· Suggest criteria for amalgamations and guidelines for the territorial reform process.

· Provide advice and guidelines to municipalities aiming at voluntary amalgamation, including training of members of local joint amalgamation commissions.

· Assist the municipalities in the territorial reform process otherwise, e.g. by elaboration of standard amalgamation agreements and support to local information strategies. 

· Inform the municipalities and the society about the territorial reform process.

However, the municipalities themselves must also actively seek information during the territorial reform process. This can e.g. be done by contacting the Local Government Territorial Reform Secretariat or by creating regional or national networks of municipalities exchanging information and experiences. The regional and national associations of municipalities could play a co-ordinating role in this exercise.

C. Finances

The territorial reform process will require financial resources. The government has indicated that some financial resources will be available through support schemes, but the municipalities must themselves also be ready to invest time and financial resources in order to gain the long term benefits.

D. Human capacity and commitment
The last and very crucial factor facilitating territorial reform is the existence of human capacity and commitment in the municipalities. Hence, it is important that human resources are being mobilised locally. E.g. it should be regarded as a key task for the joint amalgamation commission to seek and motivate citizens with a special insight in e.g. the culture or the environmental area to make their knowledge and workforce available for the investigations during the territorial reform process.

4.3. Eight steps towards voluntary amalgamation

As demonstrated by the three pilot areas, the process can take many forms depending on the local conditions, but in most cases the following key steps will be relevant:

Table 4.2. Steps and conditions for voluntary amalgamation.

	Eight steps towards voluntary amalgamation
	Key conditions

	1. Initial discussions

2. Formation of a joint amalgamation commission

3. General investigations

4. Formation of sub-commissions

5. Detailed investigations by the sub-commissions

6. Dialogue with the citizens

7. Amalgamation agreement

8. Decision on amalgamation
	A. Clear and consistent legislation, criteria and procedures for the process

B. Information, support and advice

C. Finances

D. Human capacity and commitment


Step 1: Initial discussions.

The possibility of amalgamation is already being discussed in many Estonian municipalities, and some municipalities have initiated joint investigations of the present situation and the future perspectives. 

In our opinion it is very positive, that some municipalities voluntarily have started discussions, but it may leave the remaining municipalities with few or no options for amalgamation, when the final new municipal structure will be drawn up. As we have understood the situation, the government has announced - but not formally decided - that the deadline for voluntary amalgamations will be the local government elections in the year 2002.

In order to avoid this problem of municipalities lacking behind in the process, it may be very productive to discuss the territorial reform process locally. We recommend a steering committee with the county governor as chairman and with representatives from the regional association of local authorities and the association of cities. The purpose of such discussions should be to agree on the procedures for the territorial reform process in the specific region and to co-ordinate the process. 

Such discussions may give the remaining municipalities a chance to join already established groups of municipalities or form new groups of municipalities discussing the possibilities for territorial reform. 

At the same time discussions at the regional level may develop a certain degree of common responsibility for the municipal structure within the region, which may facilitate local solutions to problematic areas, where the state otherwise will have to decide a new municipal structure administratively. 

Eventually, the municipalities within a region can decide to have regular meetings, where the amalgamation process is discussed and co-ordinated. 

Step 2: Formation of a joint amalgamation commission.

When two or more municipalities have agreed to investigate the possibilities for amalgamation, it will be useful to form a joint amalgamation commission. 

The objective of the joint amalgamation commission should be to develop a qualified basis for the two or more city 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 city councils and the citizens. 

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

To fulfil these tasks it is recommended to establish a close contact with the Ministry of Internal Affairs in order to benefit from experience from other amalgamation processes and to be updated with new legislation, procedures, support schemes and other information of interest in the amalgamation 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 commission should include the top decision makers from each of the municipalities, notably the mayor and the chairman of the city council. 

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 involved municipalities before taking decisions about the future. The questionnaire used by NALAD in the pilot areas (please, see annex B) can either be used directly or as an inspiration to carry out the first general investigation.

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

Step 4: Formation of sub-commissions.

On the basis of the general investigation the joint amalgamation commission should identify a number of core areas for detailed investigations by a corresponding number of sub-commissions. The core areas should in principle cover all municipal tasks (education, utilities etc.) and identified problems connected with the amalgamation process (marginalisation, election of the new mayor 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 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 headmaster of a school or a education specialist in the municipal administration could be appointed as members of the "sub-commission on education").

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.

In order to strengthen mutual trust and knowledge further, it can sometimes also be useful to create, implement and evaluate joint pilot projects. E.g. a cluster of municipalities could create a joint sports and culture day in order to test the possibility of creating closer ties in the field of sports and culture. 

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 several 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 organise and summarise the conclusions in only one or a few pages, which should be submitted together with written comments to the joint amalgamation 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 information. 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 citizens. However,  waiting for concrete plans should not postpone the elaboration 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 amalgamation and the preliminary decisions made concerning future co-operation 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 municipal councils. The draft amalgamation agreement should address all legal, organisational, administrative and practical aspects of a possible amalgamation, 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 suggest solutions to the identified problems of an amalgamation of the involved municipalities. It should e.g. consider solutions to the marginalisation problem 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 amalgamate 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 using interviews or questionnaires to a sample of the population.

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 government 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.

4.4. General recommendations

R1 - Thorough investigations

Every of the four options for the future municipal structure presented above (status quo - inter municipal co-operation - voluntary amalgamation - forced amalgamation) includes disadvantages for some or all municipalities and their inhabitants. In our opinion the success of the territorial reform process will depend very much on the ability of the government to find locally acceptable solutions to these problems. It is therefore our recommendation that the concerns of the municipalities and their inhabitants should be investigated very thoroughly by the Ministry of Internal Affairs in order to establish a conducive framework for the local government territorial reform.

R2 - A mixed model

In consideration of the time factor, we recommend that the government pursue the proposed mixed model of amalgamation as the overall territorial reform strategy in Estonia.

This implies that the municipalities receive a certain period of time to amalgamate on a voluntary basis (e.g. until the local elections in the autumn 2002), where after administrative (forced) amalgamation takes place based upon rules and criteria defined by the Parliament. 

R3 - Local Government Territorial Reform Secretariat. 

We recommend to create a Local Government Territorial Reform Secretariat. The main role of this secretariat should be to:

· Carry out investigations covering all municipalities in Estonia..

· Identify administrative and legal obstacles to the territorial reform process and suggest solutions to these.

· Suggest criteria for amalgamations and guidelines for the territorial reform process.

· Provide advice and guidelines to municipalities aiming at voluntary amalgamation, including training of members of local joint amalgamation commissions.

· Assist the municipalities in the territorial reform process otherwise, e.g. by elaboration of standard amalgamation agreements and support to local information strategies. 

· Inform the municipalities and the society about the territorial reform process.

The work of the secretariat should be financed by the Estonian State, and the most suitable place for the Local Government Territorial Reform Secretariat seems to be in the Ministry of Internal Affairs.

R4 - Clear legislation, procedures and rules.

The municipalities can be expected to remain hesitant towards the territorial reform process until the "rules of the game" are fully completed. Hence, we find it urgent that the government give high priority to:

· Complete the legal basis for territorial reform.

· Revise the administrative procedures at state level for amalgamation of municipalities.

· Establish criteria for amalgamations and guidelines for the territorial reform process.

· Finally decide on financial support schemes to voluntary amalgamations.

R5 - Amalgamation "handbook"

We suggest to elaborate an amalgamation "handbook" with the following content:

· The above mentioned "Eight steps towards voluntary amalgamation" (section 4.3.). 

· Experience from other investigations in Estonia.

· Examples of fully completed amalgamations from different parts of Estonia and foreign countries with relevant experience. 

· The questionnaire used for the pilot investigations in this project.

The "handbook" should act as inspiration to voluntary amalgamations and could be elaborated by a co-operation between the Ministry of Internal Affairs and NALAD. 

As the handbook will focus on already completed examples of amalgamation, it will not overlap but instead complement the content of the handbook already elaborated by the Jaan Tönnisson Institute in April 1998.

R7 - Regional steering committees

As discussed in section 4.3. (step 1), we recommend to create regional steering committees in all 15 counties with the county governor as chairman and members from the regional associations of towns and rural municipalities. 

The objective of the steering committees should be to co-ordinate and to agree on the procedures for the territorial reform process in each of the regions.

The steering committees may facilitate local solutions to problematic areas and at the same time offer an opportunity to involve the municipalities lacking behind in the process.

It is important to ensure that creation of the regional steering committees will not delay the discussions already taking place between some municipalities. These discussions should proceed, and the regional meetings organised by the steering committees should then be considered an opportunity to receive external input and eventually connect additional municipalities to the discussions.

R8 - Dialogue with the citizens

In order to qualify the public discussions on the territorial reform process, we find it of utmost importance that the process is accompanied by both national and local information strategies on who, when, how and what to inform about. 

Our specific recommendations to the form and content of local information strategies are discussed in detail in section 4.3. (step 6).

R9 - The marginalisation problem

It is crucial at the local level that the disadvantages of amalgamations are addressed in the amalgamation agreements. One of the main problems is the possible marginalisation of the areas far from the centres of the future municipalities. Depending on the local situation, some of the ways to address this problem may be:

· To improve the public transportation system from the marginalised areas to the centre of the future municipality.

· To prioritise development of infrastructure, municipal institutions and private enterprises outside the centre of the future municipality.

· To maintain highly prioritised information and services at local branches of the municipalities in the present municipalities, e.g. land reform, health and social services.

R10 - The problem of changing needs of employees

Another main problem of amalgamation is that a number of job functions will be amalgamated and therefore the need for employees in these functions reduced. However, experience from other countries demonstrate that in many cases the number of municipal employees will not decrease but instead increase after a municipal amalgamation. 

The reason is that a more rational administrative organisation and an improved economy will make it possible for many of the new municipalities to improve the municipal service level in some fields (e.g. elderly care) by hiring more people and to employ specialists in new areas, which earlier have only been dealt with part-time by the administrative staff (e.g. town planning or tourist information).

However, this positive solution to the problem will only be possible if the municipalities prioritise sufficient training of their present employees to fulfil new working functions, and if the present employees at the same time are willing to undergo training and to change working functions. 

R11 - Further investigations

As the three pilot areas do not cover all types of amalgamation situations in Estonia, we recommend that further pilot investigations are carried out in other types of amalgamation situations, e.g:

· A cluster of rural municipalities without a town nearby.

· A cluster of municipalities around a major city.

4.5. Recommendations for the Kuressaare area

R12 - The future process

In our opinion, the territorial reform process in the Kuressaare area provide a very good example of the benefits that can result from a voluntary process. Some of the prime benefits are:

· Active involvement of the political and administrative level of the three municipalities. 

· Ensuring that those aspects which the municipalities themselves find it important to investigate and discuss are taken into consideration.

· Ensuring enough time to deal with all important questions of amalgamation.

A joint amalgamation commission has been formed as well as sub-commissions, which have recently submitted the results of their detailed investigations. Hence, the municipalities in the Kuressaare area have reached step 6 of the 8 steps described in section 4.3.

It is our impression that the municipalities within the Kuressaare area are very capable of managing the territorial reform process, which is demonstrated by the results achieved so far. Considering the geography, the present inter municipal relations and the need to improve the municipal services provided by especially Kuressaare Municipality and Kaarma Municipality, it is our recommendation that the process of voluntary amalgamation is continued by completing step 6-8 in the suggested "Eight steps towards voluntary amalgamation" (section 4.2).

We agree with the respondents, that if Pihtla Municipality or other municipalities should be included in the amalgamation process, these municipalities should demonstrate their commitment by contacting the joint amalgamation commission themselves.

R13 - Barriers in the process

Although, the amalgamation process in the Kuressaare area seems "on track", there is a number possible obstacles, which have to be observed. 

Firstly, there is the general considerations about dialogue with the citizens, marginalisation and changing needs of employees. Please, see R8, R9 and R10 for recommendations concerning these considerations.

Secondly, the Kuressaare area has the specific problem that Kuressaare Town will provide approximately 80% of the citizens in a new amalgamated municipality. This may give a very unequal representation of the present municipalities in the future city council (and in boards of municipal institutions). The absence of a developed party system - making geographical divisions less important - only underlines the problem.

One way to tackle the problem would be to introduce electoral districts, where for instance 7 members of the council are elected in Kuressaare Town and 4 members are elected in each of Kuressaare and Kaarma Municipality, which would make it necessary that representatives from at least two of the three former municipalities agree on a decision. Though this solution would be in accordance with the "Local Government Council Election Act" §9 (adopted 16 May 1996), it also has the disadvantage that it is likely to strengthen peoples' village identity on the cost of their municipal identity, which may hamper rational decisions in the future.

We therefore recommend to complement the decision on electoral districts with two other ways to diminish the problem :

· Our impression is that the worry of the citizens from Kuressaare and Kaarma municipalities to be underrepresentated in the council of the future municipality is only a symptom of a deeper worry; namely that the present two municipalities will not get their share  of the municipal institutions, investments, service provisions etc. We recommend that these worries are addressed directly in the amalgamation agreement by committing a future council to prioritise the development of the present Kuressaare Municipality and Kaarma Municipality.

· Another complementary way of approaching the problem would be to seek opportunities to strengthen the common identity of the present three municipalities and thereby making the identity with the present municipalities less important. The amalgamation process itself, especially the work of the sub-commissions, may already have contributed a bit to creation of a common identity, but a joint music orchestra and other similar initiatives may prove productive in lowering the inter municipal tensions.

Thirdly, the situation in the Kuressaare area contain the problem, that an amalgamation of the three involved municipalities will cover half of the population of Saarema island, which will limit the opportunities of forming other amalgamations on the island significantly, as Kuressaare Town is the only town on the island and all major roads are directed towards the town. 

In our opinion, it may, in the long perspective, only be sustainable to have one, two or three municipalities on the island, which, on the other hand, will have the disadvantage of very large and sparsely populated municipalities. Hence, amalgamation of the three pilot municipalities may just be regarded as the first step in a process, where some or all of the remaining municipalities join the amalgamation. This requires, firstly, that the present three municipalities keep an open mind for including more municipalities in the amalgamation and, secondly, that acceptable conditions for joining the amalgamation can be negotiated even though the latecoming municipalities do not have much to offer the amalgamation. 

We do not know if this willingness is present, so we recommend that different future scenarios of the municipal structure of Saarema island are elaborated and discussed thoroughly in the regional association of local governments, eventually with the assistance of the county governor or the Ministry of Internal Affairs. 

4.6. Recommendations for the Vändra area.

R14 - The future process.

We find it very positive that also Vändra Borough and Vändra Municipality have agreed to investigate the possibilities for an amalgamation. A joint amalgamation commission has been formed, discussions are taking place, and an external consultancy firm has been hired to carry out a socio-economic analysis of the situation. Hence, the discussions have proceeded to step 3 of the 8 steps described in section 4.3.

Vändra Borough and Vändra Municipality both have problems fulfilling all the municipal tasks in a satisfactory way. In our opinion, amalgamation of the two municipalities is the most obvious way of rationalising the municipal organisation and thereby improving the municipal finances as well as the municipal service level to the benefit of the citizens from both municipalities. At the same time, we find that the history, the geography, the infrastructure, the present relations and the total number of citizens all make amalgamation a both logical and - in the long run - inevitable step. Hence, we recommend that Vändra Borough and Vändra Municipality proceed on the step by step approach suggested in section 4.3.

R15 - Barriers in the process

The general problems of dialogue with the citizens, marginalisation and changing needs of employees are clearly also existent in the Vändra area. Please, see R8, R9 and R10 for recommendations to these problems.

A specific problem in the Vändra area is that personal controversies and potential culture conflicts between town people and rural people are part of the barriers for amalgamation in the Vändra area. We recommend the following ways to diminish these problems:

· Use of external assistance in the process. A consultancy firm has already been hired to carry out an analysis. It may also in the future steps be helpful to draw upon the assistance from e.g. the Ministry of Internal Affairs or the county to include "a third opinion" in the discussions.

· Common activities. As mentioned in section 4.3. (step 5) it may be a effective way to strengthen mutual trust and knowledge to create, implement and evaluate joint pilot projects. The recent elaboration of a joint development plan for the education area is a very good example of this. The benefits of such initiatives should be evaluated and made visible to the population through articles in the local newspaper etc. Other joint projects could follow - e.g. co-operation on joint activities in the field of sports and culture.

Naturally, it may prolong the amalgamation process, if further steps should await evaluation of joint pilot projects, but we find that if mutual trust are not created from the beginning many unnecessary problems are likely to arise later on in the process.

· Information. In a situation where the citizens in two municipalities are potentially sceptical towards each other, there is a great risk that misinformation about the territorial reform process will hamper the process. Hence, we find it extra important that the joint amalgamation commission provide joint and sufficient information to the public, and that the commission is willing to listen to the concerns of the citizens.

4.7. Recommendations for the Antsla area

R16 - The future process

We also find it very positive that a territorial reform process has been initiated between Antsla Town, Antsla Municipality and Urvaste Municipality. Just like in the Kuressaare area, the process has recently reached step 6 out of the 8 steps described in section 4.3..

With the established inter municipal co-operations and the close historical links we find it obvious to pursue amalgamation of Antsla Town and Antsla Municipality. 

The infrastructure as well as the shopping patterns of people from Urvaste Municipality are also directed towards Antsla Town. Though, the whole area belong to Urvaste Parish, it is not that obvious to include Urvaste Municipality in the amalgamation, as the relations to the other municipalities are weaker and the total territory of the future municipality will be very large.

However, we find it appropriate to include Urvaste Municipality in an eventual amalgamation from the beginning, as the geography makes it the only long term solution for Urvaste Municipality. It will also add to the burden of reorganising the municipal administration and service delivery, if the amalgamation will be carried out in two rounds instead of only one round. Hence, we find that including Urvaste Municipality immediately will save a lot of time and money for all three municipalities.

We do not have sufficient information to make firm recommendations concerning the possible inclusion of the western part of Somerpalu Municipality in the Antsla amalgamation. However, this sparsely populated part of Somerpalu Municipality will add to an already very large territory, why we tend to be sceptical towards the inclusion of this area.

Hence, we recommend that only Antsla Town, Antsla Municipality and Urvaste Municipality continue the process and the positive dialogue between the three pilot municipalities. 

R17 - Barriers in the process

The general considerations of information, marginalisation and changing needs of employees are also relevant in the Antsla area. Please, see recommendation 8, 9 and 10 for our remarks to these problems.

It is especially important to develop an information strategy very carefully, because a sample of the population was asked about their attitude towards amalgamation in 1994 and the majority turned out to have a negative attitude. This may still be the opinion of the majority of the population if no information is provided. As described in section 4.3. (step 6) it may prove especially helpful, if positive examples of joint activities can be described and disseminated to the citizens. 

1. The Kuressaare area

5.1 Map

5.2 Basic facts: Geography, demography and employment 

When reading the following chapter, the data should only be regarded as general indicators and not as the exact numbers cf. the general reservation made in section 2.2.
Kuressaare Town and the municipalities of Kuressaare and Kaarma are situated in Saare County on the island of Saaremaa – one of the biggest islands in the Baltic Sea with an area of about 2,700 km². The total population of the region is approximately 40,000.

The county consists of 17 municipalities. Kuressaare Town and the municipalities of Kuressaare and Kaarma are situated in the central part of Saaremaa. Kuressaare Town is 435 years old and it has been situated within the same border lines for most of the period. It is today completely surrounded by the two neighbouring municipalities, Kaarma and Kuressaare. Hence, there has been a close historical connection between the three units. 

In the times of the First Republic the territories of the town and parts of Kuressaare Municipality were amalgamated, and Aste and Randvere localities in Kuressaare Municipality were originally connected with Kaarma locality in Kaarma Municipality. 

Together the three municipalities have approximately 20,000 inhabitants of which 16,000 – almost 80% - live in Kuressaare Town. Together the three municipalities  constitute approximately half of the whole regions population. As demonstrated in table 5.1, the areas of the municipalities of Kuressaare and Kaarma are approximately 14 times larger than Kuressaare Town, but the two municipalities are sparsely populated.

There are no major differences in the age composition of the population. The only significant deviation is found in Kuressaare Municipality, where the population is relatively young compared with Kaarma and Kuressaare Town.

Kuressaare Town is the natural centre of the surrounding municipalities. The biggest roads of the region leads from the different parts of the region towards the town. As much as 40-50% of the working inhabitants of Kuressaare and Kaarma municipalities are working in the town, and the inhabitants of the two municipalities often visit the town to go shopping, for the provision of public services etc.  

The three municipalities are hosting a large number of small and medium sized enterprises, especially engaged in wood-working, agricultural and fish foods processing and electronics – the greater part of which are situated in the town. The unemployment rate of approximately 5% is relatively low compared with the average of the eight pilot municipalities.

Table 5.1: Demography and employment data by 1998
	
	Kuresaara Town
	Kuressaara  Municipality
	Kaarma Municipality
	Average of the eight pilot municipalities

	No. Of inhabitants in the municipality
	16,084
	2,232
	1,975
	

	Area in square kilometres
	14,75
	192,75
	201,89
	

	Population density per square kilometer
	1091
	12
	10
	

	Composition of population
	
	
	
	

	Below 7 years
	7%
	10%
	8%
	9.4%

	7-17 years
	20%
	15%
	19%
	16.0%

	18-60 years
	57%
	67%
	58%
	55.3%

	60-79 years
	15%
	5%
	12%
	15.4%

	Above 80 years
	2%
	2%
	2%
	3.3%

	Percent of workforce working within the borders of the municipality 
	 n/a
	43%
	49%
	56%

	Unemployment rate
	5%
	4%
	5%
	11,3%


5.3 The municipal administration

Table 5.2 indicates that the number of residents per employee is related to the population size of the municipality. Kuressaare Town has nearly twice as many residents per employee as the municipalities of Kaarma and Kuressaare: While each employee in the Kuressaare Town administration ”serves” 309 residents, the employees of the two neighbouring municipalities ”serves” 186 and 141 respectively. The average of the eight pilot municipalities is 196, which places the Kuressaare Town administration as the most cost efficient of the eight measured by number of residents per employee. It indicates that Kuressaare Town is able to benefit from economies of scale, c.f. also table 5.4. for data on administrative expenses. 

50-60% of the administrative staffs of Kuressaare Town and Kuressaare Municipality have a high level educational background, so none of the municipalities seem to have problems attracting a sufficient number of skilled employees. 

The respondents from Kuressaare Municipality, however, expressed a greater need for specialists – for instance in areas like economy and environmental protection – than did Kuressaare Town. Kaarma Municipality, however, felt that they had all the specialist they needed.

Table 5.2: Administration of the Municipalities
	
	Kuressaara Town
	Kuressaara

Municipality
	Kaarma Municipality
	Average of the eight pilot municipalities

	Total number of administrative employees
	52
	12
	14
	

	Number of residents per employee
	309
	186
	141
	196

	Educational background of employees:
	
	
	
	

	High level
	48%
	58%
	-
	48%

	Medium level
	40%
	42%
	-
	47%

	Low level
	12%
	0%
	-
	5%

	No education
	0%
	0%
	-
	0%

	Additional types of staff needed, according to the respondents
	
System programmer
	
Specialist in environ-mental protection/manage-ment


Specialist in economy
	None
	


5.4 The municipal finances

Table 5.3 shows that there is some variation in municipal income per inhabitant. Kuressaare Town has the highest income per inhabitant of the three municipalities – approximately 12% higher than that of Kuressaare Municipality and almost 30% higher than that of Kaarma Municipality. In addition, the income level of the two smaller municipalities is 5-20% below the average of the eight pilot municipalities.

When it comes to municipal expenditure the deviations between the three municipalities are reduced. This is due to Kuressaare Town spending less than its total income and the two other municipalities - especially Kuressaare Municipality - spending more. This indicates that the two smaller municipalities may have greater financial difficulties than Kuressaare Town.

Table 5.3: The municipal income and expenditure based on 1996 accounts (in Kroons)
	
	Kuressaara 

Town
	Kuressaara 

Municipality
	Kaarma Municipality
	Average of the eight pilot municipalities

	Total income
	75,315,350
	9,320,082
	7,120,164
	

	Total income per inhabitant
	4,683
	4,176
	3,605
	4,400

	Total expenditures
	73,979,909
	10,067,058
	7,190,408
	

	Total expenditures per inhabitant
	4,600
	4,510
	3,641
	4,129


Table 5.4 demonstrates that the three most important sources of income for the municipalities are tax revenue, state grants – either earmarked or general grants – and loans. However, there are big differences in the composition of the municipal incomes. While Kuressaare Town bases nearly to thirds of its income on either tax revenues or non tax revenues, this makes up only approximately 40% of the incomes of Kuressaare and Kaarma municipalities. 

The two smaller municipalities are more dependent on grants: While they receive 33-47% of their total income through earmarked grants or general state grants, this makes up only 14% of the income of Kuressaare Town, the average of the eight pilot municipalities being 37%. Hence, in general, the larger the municipality the less dependence on external income sources.

Table 5.4 also shows that Kuressaare Town spend a relatively smaller part of its income on administration: While administrational costs makes up 18-20% of the total incomes of Kuressaare and Kaarma municipalities, the equivalent of Kuressaare Town is only 12%. This is partly a result of the fact that Kuressaare Town has more inhabitants per employee than the other two municipalities. On the other hand, Kuressaare Town spend almost 50% of its total income on education, whereas the municipalities of Kuressaare and Kaarma spend only 32-38%. However, the two smaller municipalities spend between 9 and 16% of their incomes on payments – mainly for the purchase of educational services from Kuressaare Town.  

The three municipalities of the Kuressaare area all spend less than the average for the eight pilot municipalities on social welfare. One explanation may be the relatively low unemployment rate of the area.    
Table 5.4: Distribution in per cent of total municipal income and expenditures based on the 1997 accounts

	
	Kuressaare Town
	Kuressaara Municipality
	Kaarma Municipality
	Average of the eight pilot municipalities

	INCOME:
	
	
	
	

	Tax revenues
	46.2%
	36.8%
	32.3%
	37.1%

	Non tax revenues
	14.9%
	7.3%
	6.4%
	10.6%

	Proceeds from other municipalities for services
	4.6%
	1.4%
	0.9%
	6.4%

	Earmarked grants
	8.2%
	6.2%
	8.8%
	8.5%

	State grants
	6.2%
	26.6%
	37.6%
	28.1%

	Loans
	19.9%
	21.7%
	14.0%
	9.3%

	Total
	100.0%
	100.0%
	100.0%
	100.0%

	EXPENDITURES:
	
	
	
	

	Administration
	11.8%
	20.0%
	18.2%
	13.5%

	Education
	48.5%
	38.0%
	31.8%
	40.1%

	Health care
	0.9%
	0.6%
	1.1%
	6.8%

	Social welfare
	7.5%
	9.3%
	10.3%
	12.1%

	Economy (public utilities)
	8.9%
	13.6%
	6.7%
	11.6%

	Culture
	4.6%
	5.3%
	14.0%
	0.4%

	Sports and recreation
	0.5%
	2.8%
	0.2%
	9.9%

	State defence and public safety
	0.4%
	0.7%
	1.1%
	7.6%

	Payment to other municipalities for purchased services
	0.9%
	8.9%
	16.2%
	3.5%

	Loans
	16.0%
	0.8%
	0.4%
	0.8%

	Total
	100.0%
	100.0%
	100.0%
	103.9%



5.5 The municipal tasks

In table 5.5., 26 tasks are mentioned which – according to the Law on Local Government Arrangements – are the responsibility of the municipalities. For each of the tasks we have asked the respondents if the task is provided and who is carrying it out. 10 of the tasks are carried out by all three municipalities, 6 of the tasks are carried out by two of the municipalities and 7 tasks are carried out by one municipality. Three non-relevant tasks - air ports, railways and ferry boats - are carried out by none of the municipalities

Of the 23 tasks that are carried out, Kuressaare Town performs 21 itself, Kuressaare Municipality 13 and Kaarma Municipality 14. The rest is carried out, either by inter municipal co-operation or by the provision of county or state institutions. The fact that some of the municipal tasks are eihter left to the county or the state or not carried out at all indicates a lacking capacity of the municipality. 

Inter municipal co-operation for the provision of services is widespread. As far as Kaarma and Kuressaare municipalities are concerned, 6 tasks are performed by inter municipal co-operation in such deviating areas as secondary school education, hospitals and public transporting. This indicates that the smaller municipalities have bigger difficulties providing municipal services on their own. It supports the general impression that a municipality needs a certain population basis in order to be able to provide all necessary services by itself.

Table 5.5: Tasks carried out by the municipalities

	
	Kuressaare 

Town
	Kuressaare 

Municipality
	Kaarma Municipality

	1. Primary School education
	M
	M
	M

	2. Secondary school education
	M
	I
	I

	3. Day care for children (e.g. kindergartens and nursery homes)
	M
	M
	M, I

	4. Art/ music/ sport schools
	M
	I
	I

	5. Sport facilities
	M
	I
	M

	6. Community and cultural centres
	M
	M
	M

	7. Primary health care
	M
	M
	M

	8. Hospitals and clinics
	M
	I, C/S
	I

	9. Maintenance of local roads and streets
	M
	M
	M

	10. Public bus transport
	M
	I
	C/S

	11. Ferry boats
	
	
	

	12. Air ports
	
	
	

	13. Railways
	
	
	

	14. Fire prevention
	C/S
	C/S
	M

	15. Local libraries
	M
	M
	M

	16. Museums
	C/S
	C/S
	

	17. Collection of waste
	M
	M
	M

	18. Road and street cleaning
	M
	M
	M

	19. Drinking water
	M
	M
	I

	20. Sewage (waste water)
	M
	M
	M

	21. Heating
	M
	
	M

	22. Utilities for municipal owned houses
	M
	M
	M

	23. Old peoples homes
	M
	M
	I

	24. Home care for elderly people
	M
	M
	

	25. Shelter services
	M
	
	M

	26. Protection of the local environment
	M
	C/S
	


M indicates that the task is carried out by the municipality alone, I indicates that the task is carried out by inter-municipal co-operation, C/S indicates that the task is carried out either by the county or the state and an empty square indicates that the task is not carried out.
Table 5.6 contains an evaluation by the representatives of each municipality based on their assessment of the quality of the services that their municipality provides. The numbers 1-5 convey a certain level of service quality ranging from ”very high” (number 5) to ”very low” (number 1). 

A general reservation should be made about the figures shown. The respondents may have understood the term ”quality” differently. The interpretation of the term is left to the respondents, so we do not know whether they base their assessments on for instance the physical condition of a school or on the level of the education given. We do not know either whether the assessments are based primarily on the respondents own experiences or on the opinions of the inhabitants who use the services. The latter might be more critical in their assessments than the respondents themselves who are responsible on delivering the services.   

With these reservations in mind, most of the services are generally assessed to be of a ”fair” quality, but a few are also considered to be of a ”low” or ”very low” quality. This goes for maintenance of local roads and streets, sewage and shelter services. Day care for children and public bus transport are generally assessed to be of a ”high” quality.

The general quality assessments of the municipal respondent does not vary a lot. However, the representatives of Kuressaare Town more often estimate their services to be of a ”high” quality than does their colleagues in the two neighbouring municipalities. On average the quality of services of Kuressaare Town is evaluated a little higher than the services of Kuressaara and Kaarma municipalities. The average of Kuresaare Town is also well above the average of the eight pilot municipalities. 

Table 5.6: An evaluation of the quality of the tasks carried out by the municipalities 

	
	Kuressaara 

Town
	Kuressaara 

Municipality
	Kaarma Municipality
	Average of the eight pilot municipalities

	1. Primary School education
	3
	3
	3
	3.1

	2. Secondary school education
	4
	3
	3
	3.3

	3. Day care for children (e.g. kindergartens and nursery homes)
	4
	4
	3
	3.6

	4. Art/ music/ sport schools
	3
	
	3
	3.0

	5. Sport facilities
	2
	3
	3
	2.4

	6. Community and cultural centres
	3
	2
	3
	2.9

	7. Primary health care
	4
	
	3
	3.1.

	8. Hospitals and clinics
	4
	
	3
	3.0

	9. Maintenance of local roads and streets
	3
	1
	2
	1.8

	10. Public bus transport
	4
	3
	3
	3.0

	11. Ferry boats
	
	3
	
	2.0

	12. Air ports
	
	
	
	

	13. Railways
	
	
	
	1.0

	14. Fire prevention
	4
	
	3
	2.8

	15. Local libraries
	4
	3
	3
	3.6

	16. Museums
	
	
	3
	3.0

	17. Collection of waste
	
	2
	3
	2.9

	18. Road and street cleaning
	
	3
	3
	2.7

	19. Drinking water
	
	2
	3
	2.3

	20. Sewage (waste water)
	
	1
	2
	1.6

	21. Heating
	
	
	3
	2.8

	22. Utilities for municipal owned houses
	
	
	2
	2.0

	23. Old peoples homes
	1
	4
	
	2.8

	24. Home care for elderly people
	3
	4
	2
	2.9

	25. Shelter services
	2
	
	
	1.8

	26. Protection of the local environment
	
	3
	2
	2.5

	Average
	3,2
	2,75
	2,76
	2.7


5 corresponds to very high quality, 4 to high, 3 to fair, 2 to low and 1 corresponds to very low quality

5.6 Municipal institutions

The data in table 5.7 concerning municipal institutions are relatively fragmented and no firm conclusions can therefore be drawn from the figures shown. However, it seems that the municipality with the more inhabitants – Kuressaare – has the widest range of municipal institutions. In most cases the institutions of Kuressaare Municipality also have a larger budget and more employees than similar institutions in Kaarma Municipality.

Table 5.7: Municipal institutions, total turnover (1997) in Kroons and number of full time employees in parenthesis
	
	Kuressaara 

Town

	Kuressaara

Municipality
	Kaarma Municipality

	Kindergartens
	
	1,787,501

(18)
	514,072

(7)

	Elementary schools
	
	1,876,876

(32)
	1,620,152

(27)

	Secondary schools
	
	
	

	Music and art schools
	
	
	

	Sport facilities 
	
	
	828,205

(2)

	Libraries
	
	118,704

(3)
	127,645

(2)

	Old peoples homes
	
	493,530

(9)
	

	Community Centres
	
	200,880

(4)
	16,863

(0,5)

	Primary health institutions
	
	37,635

(1)
	

	Municipal archive
	
	
	


5.7 Inter municipal co-operation

Inter-municipal co-operation exists in the following areas:

· primary and secondary schools and adults education

· arts, music, sports and other cultural activities

· hospitals and primary health clinics

· waste dumps

· public transportation

· elderly homes 

The co-operation is mainly going on between the three pilot municipalities but to a lesser extent co-operation is also taking place with the other municipalities of the region, for instance concerning hospital care and secondary school education.

In education and health services the municipalities make joint physical planning, joint purchases of goods etc. 

Previously, co-operation between the three municipalities has also taken place in sports and cultural matters, but that has terminated due to a lack of financial resources.

Regularly meetings are held between representatives of the 17 municipalities of the region with the aim to exchange experiences, solutions to common problems and co-operation on matters of for instance education and public transportation.

Apart from this, the respondents see a major need for inter-municipal co-operation on sewage, heating, drinking water, waste management and environmental protection, mostly in the form of collective enterprises. Co-operation concerning culture and tourism is also mentioned. However, some of the respondents stress that it is difficult to establish new co-operation projects in these areas because it requires large investments, which is difficult to raise. The municipalities have limited financial resources, and loans are difficult to get. Also agreements on where to place the new enterprises are difficult to reach.

In the established areas of co-operation a reimbursement system ensures payments to the municipalities that provides services for other municipalities. Written agreements are made between the municipalities of the region concerning the calculation of the tariffs, when payment shall be made. 

Most of the respondents think that the reimbursement system functions satisfactorily. However, the respondents from Kuressaare Town - which is the main provider of services– stress that problems do sometimes occur due to payments not received in time. This is especially a problem, because the municipalities do not have any ways to sanction the agreements.

Another problem is that the payments do not cover all expenses for the provision of the services, because according to the law, the tariffs can not include investment and maintenance costs. These costs are therefore covered by the providing municipality alone. 

5.8 Attitudes, strategies and possibilities of amalgamation

Status of discussions

Discussions between Kuressaare Town and the municipalities of Kuressaare and Kaarma encountering the possibilities of amalgamation started in the autumn of 1997. A joint amalgamation commission has been formed consisting of the mayors and to or three council members from each of the municipalities. The purpose of the commission is to investigate the possibilities and obstacles towards amalgamation and to manage the amalgamation process itself.

The joint commission has formed ten sub-commissions covering the major municipal tasks:

· Education

· Economy

· Law

· Environmental protection

· Land reform 

· Physical planning

· Supply services

· Social services

· Health services

The sub-commissions have conducted SWOT-analyses (Strengths-Weaknesses-Opportunities-Threats) on each area, which were presented to the joint commission in the beginning of May 1998. The conclusions will form the basis for the future discussions of whether to amalgamate or not and - if a decision to amalgamate is taken - how the amalgamation shall proceed. 

It is decided that the inhabitants of the municipalities shall participate in the discussions but no concrete steps has been planned yet. Information about the territorial reform process is conceived to be very important by all respondents, as information is perceived to qualify the public discussions and opinions about amalgamation.

It has also been considered in the investigation carried out by the Estonian Management Institute to include Pithla Municipality in the amalgamation process. This would be an obvious possibility because Pithla – like Kuressaare and Kaarma – are closely connected with the town of Kuressaare and because  Pithla consists of localities that are autonomous and have few direct connections with each other. However, the respondents think that the initiative should be taken by the representatives of Pithla Municipality and not by themselves.

Attitudes

Most of the respondents are of the opinion that amalgamation is inevitable, especially as the central government has encouraged the municipalities to amalgamate and indicated that amalgamations will be effected – either voluntarily or forced. Most of the respondents are also in favour of amalgamation, though all think it is a process linked with many practical problems and obstacles. 

It is also our impression that the work in the joint commission and sub-commissions have contributed to development of a common dedication to the process among the commission members.

It is, however, at the present stage difficult to assess the attitudes of the citizens and the administrative employees. Anyway, some of the respondents has the impression that the population find it difficult to realise the positive aspects of the amalgamation. The disadvantages are more obvious and tangible than the advantages. The expression: ”You know what you have but not what you get”, falls into mind.

Advantages and disadvantages

According to the respondents, the advantages of amalgamation are (not in order of priority):

· Planning will be more easy and rational: Instead of making agreements on behalf of three independent units, decisions can be taken in a united forum. The location of recreation areas, industry and housing etc. will be more rational.  

· Improved solutions to common problems, e.g. when it comes to environmental problems and land reform.

· A unified infrastructure, e.g. of education and public transport, can be achieved.

· Kuressaare Town will get a chance to expand beyond the present borders and thereby attract more private investments, both domestic and foreign. This is a common interest, as improved investments will create more jobs and generate more income for the benefit of all.

· The quality of public administration and management will improve through specialisation of the work functions. Today, most of the employees must carry out many different administrative tasks at the same time, which makes it difficult to concentrate and improve the skills of certain tasks. It is for instance expected that amalgamation will result in employment of a social worker who will concentrate on child care (e.g. physically and mentally disturbed children) thereby improving the decisions taken and the services given in this area. 

· Economies of scale through common investments and administration, e.g. it is expected that one big administration is cheaper to run than three smaller ones. Also the output of investments in new computer technology, e.g. for the administration of the land reform, is expected to grow.

· Pooling of finances will also improve the possibilities of negotiating favourable loans, for instance for the construction of new buildings.

· Some of the respondents from Kuressaare and Kaarma municipalities also expect that amalgamation with the financially stronger town of Kuressaare will result in improved services for their own citizens, e.g. higher welfare benefits for covering expenses in cases of child births and burials, improved home care for the elderly etc.

· Some of the respondents also expect an easier access to financial support from the central government if amalgamation is done voluntarily, e.g. support for covering expenses related to administrative costs of amalgamation, arrangement of referendums etc. and maybe unemployment benefits for dismissed personnel.  

The respondents mentioned the following disadvantages of amalgamation:

· Many of the inhabitants of the more remote areas of Kuressaare and Kaarma municipalities oppose amalgamation, because they fear that the distance to the political centre will grow and the politicians be less sensitive to their interests, especially as the rural areas will be poorly represented in a new council governing the three municipalities.

· The inhabitants of Kuressaare and Kaarma municipalities also fear that they will loose their own schools, libraries etc. if they are amalgamated with the town. 

· Some of the respondents expressed fear that investments will be concentrated in the town and in the outskirts of town with the danger of a further urbanisation of the area. Also, pollution will be spread to the rural areas and valuable agricultural land will disappear.

· Some of the respondents expect that the administrative personnel will be reduced, however others did not expect dismissal of administrative staff but rather that the present staff will have to change job functions and tasks. The expressed need of specialists in different areas of public administration and services also indicates that the demand for manpower will not decrease.

· Some of the respondents, especially the representative of Saare County, fear that amalgamation of the three municipalities will destroy the present balance of power in the region. It will create a dominant centre and some remote areas that are too small to handle their own tasks. These areas will therefore continue to be dependent on state or county support.

State support

· The respondents find it appopriate that the state support the municipalities which are in the process of voluntary amalgamation. The following types of state support are mentioned:

· Clear legislation and procedure rules.

· Earlier experiences of amalgamation – national and international - should be made available.

· Financial support should be given, at least covering the expenses directly connected with amalgamation.

The Vändra area

6.1. Map

6.2. Basic facts: Geography, demography and employment 

When reading the following chapter, the data should only be regarded as general indicators and not as the exact numbers cf. the general reservation made in section 2.2.

Vändra Borough and Vändra Municipality are situated in Pärnu County. Vändra Borough is one of 7 towns/boroughs that are organised in the regional association of towns and Vändra Municipality is one of 14 municipalities that are organised in the regional association of local authorities.

Vändra Municipality encircles Vändra Borough, which is situated 45 km from the closest town, Pärnu Town. This makes Vändra Borough the natural service centre of the area, which is demonstrated by the fact, that all the major state roads in the area are orientated towards Vändra Borough. 

Vändra Municipality has 4-5 villages, but the citizens are visiting Vändra Borough for shopping and to some extent also to work.

Historically, the Vändra area belonged to one landowner, but in 1844 the area was split in two. This division became later on the basis for the two municipalities, of which Vändra Borough got it's status in 1945 and Vändra Municipality in the 1950's. 

Today, Vändra Borough has 2,949 inhabitants in only 3.2 km², and the population density is therefore as high as 922 inhabitants per km². In comparison Vändra Municipality has only 6 inhabitants per km², as the municipality has a very outspread geography, where 2,781 inhabitants are living in the eight largest municipal territory in Estonia on 458 km². 

The dominant private company in Vändra Borough, "Wendre", employs 235 people, which is contributing to an unemployment rate in the borough of only 2%. In Vändra Municipality the unemployment rate is as high as 18%. This is partly explained by the existence of relatively few jobs in Vändra Municipality, as only 59% of the work force are working within the boarders of the municipality. 

The data on the age composition of the population does not reveal any significant variations. 

Table 6.1. Demography and employment data by 1998

	
	Vändra Borough
	Vändra Municipality
	Average of the eight pilot municipalities

	No. of inhabitants in the municipality
	2,949
	2,781
	

	Area in square kilometres
	3.2
	458
	

	Population density per square kilometer
	922
	6
	

	Composition of population
	
	
	

	Below 7 years
	7%
	9%
	9.4%

	7-17 years
	18%
	19%
	16.0%

	18-60 years
	56%
	55%
	55.3%

	60-79 years
	16%
	13%
	15.4%

	Above 80 years
	3%
	3%
	3.3%

	Percent of workforce working within the borders of the municipality 
	76%
	59%
	56%

	Unemployment rate
	2%
	18%
	11,3%


6.3. The municipal administration

Table 6.2: Administration of the Municipalities

	
	Vändra Borough
	Vändra Municipality
	Average of the eight pilot municipalities

	Total number of administrative employees
	12
	14
	

	Number of residents per employee
	246
	199
	196

	Educational background of employees
	
	
	

	High level
	50%
	57%
	48%

	Medium level
	38%
	43%
	47%

	Low level
	13%
	0%
	5%

	No education
	0%
	0%
	0%

	Additional types of staff needed, according to the respondents
	
Economic adviser


Legal adviser
	
	


Table 6.2. demonstrates that the number of residents per employee is higher in Vändra Borough than in Vändra Municipality. The outspread geography of Vändra Municipality may be one of the explanations. However, the number of residents per employee in both of the municipalities is above the average of all the eight pilot municipalities. 

It is also interesting to notice, that none of the two municipalities in Vändra find that they have a sufficient number of staff to fulfil their tasks in a satisfactory way. Hence, each employee has to cover many different areas and cannot specialise in one or a few areas. For instance, the mayor of Vändra Borough is also responsible for the daily management of the municipal finances as no economists are employed for the moment. The lack of specialists is considered a bigger problem by the respondents in Vändra Borough than in Vändra Municipality, where the respondents do not see a any urgent need of specialists.  

According to the respondents an economic and a legal adviser are needed in Vändra Borough, while no specific type of staff needed has been specified in the case of Vändra Municipality. 

During the last year, respectively six and four employees from Vändra Borough and Vändra Municipality have participated in training courses within their working fields. This indicates an awareness about the importance of upgrading the capabilities of the administrative staff continously.

6.4. The municipal finances

Table 6.3: The municipal income and expenditure based on 1997 accounts (in Kroons)
	
	Vändra Borough
	Vändra Municipality
	Average of the eight pilot municipalities

	Total income
	13,385,645
	8,910,902
	

	Total income per inhabitant
	4,539
	3,204
	4,400

	Total expenditures
	13,385,639
	8,821,712
	

	Total expenditures per inhabitant
	4,539
	3,172
	4,129


Table 6.3 shows that the municipal income per inhabitant as well as the municipal expenditures per inhabitant are significantly larger in Vändra Borough than in Vändra Municipality. 

The table also demonstrates that the per capita income and per capita expenditures of Vändra Municipality is well below the average of the eight pilot municipalities, while Vändra Borough is above this average. This shows that Vändra Borough is a relatively well off municipality, and that Vändra Municipality face serious financial restraints to carry out the municipal tasks in a satisfactory way. One of the reasons to the weak financial situation in Vändra Municipality seems to be the relative high unemployment rate, which lower the tax base and increase the need for social benefits.
Table 6.4. The specified municipal income and expenditures based on the 1997 accounts (in Kroons)

	
	Vändra Borough
	Vändra Municipality
	Average of the eight pilot municipalities

	INCOME:
	
	
	

	Tax revenues
	35.5%
	38.8%
	37.1%

	Non tax revenues
	13.6%
	6.0%
	10.6%

	Proceeds from other municipalities for services
	15.9%
	0.7%
	6.4%

	State grants
	20.9%
	40.0%
	28.1%

	Earmarked grants
	5.4%
	8.9%
	8.5%

	Loans
	8.7%
	5.6%
	9.3%

	Total
	100.0%
	100.0%
	100.0%

	EXPENDITURES:
	
	
	

	Administration
	9.3%
	14.7%
	13.5%

	Education
	61.7%
	24.4%
	40.1%

	Health care
	0.3%
	0.3%
	6.8%

	Social welfare
	9.2%
	11.5%
	12.1%

	Economy (public utilities)
	7.6%
	12.4%
	11.6%

	Culture
	6.1%
	7.0%
	7.6%

	Sports and recreation
	0.6%
	0.7%
	0.8%

	State defence and public safety
	0.4%
	0.7%
	0.4%

	Payment to other municipalities for purchased services
	0.6%
	21.9%
	9.9%

	Loans
	4.2%
	6.5%
	3.5%

	Total
	100.0%
	100.1%
	103.9%



Table 6.4. shows that the most important income sources for the two investigated municipalities in the Vändra area are tax revenues and state grants. However, there is an important difference, as state grants and earmarked state grants constitute 48.9% of the income in Vändra Municipality but only 26.3% of the income in Vändra Borough. The latter figure is partly explained by the high percentage of proceeds from services to other municipalities that Vändra Borough receive. 

However, the main conclusion is that Vändra Municipality is considerably more dependent on state support than both Vändra Borough and the average of the eight pilot municipalities where 36.6% of the income stems from state grants.

The weak financial situation and the high dependency on state grants constitute a problem for Vändra Municipality, which will have to find ways of improving the financial situation, if the municipality in the future shall be able to provide a municipal service level, which is satisfactory for the citizens.

At the expenditure side, education is by far the heaviest budget line in Vändra Borough with 61.7% of the budget, while education only constitutes 24.4% of the budget in Vändra Municipality. The difference is explained by the fact that Vändra Municipality is buying considerably educational services from Vändra Borough, which is visible in the budget line "payments to other municipalities" by Vändra Municipality. 

It is also interesting to notice, that "administration" fills a larger share of the budget in Vändra Municipality than in Vändra Borough. As the two municipalities have approximately the same number of inhabitants, the difference cannot be explained by gains from economies of scale in the borough. Instead, the outspread geography of Vändra Municipality may again offer part of the explanation. 

Compared to the average of the eight pilot municipalities the expenditures to health care in both Vändra Borough and Vändra Municipality are very low. Otherwise the distribution of expenditures is very much on the average of the eight pilot municipalities.

6.5. The municipal tasks 

Table 6.5. Tasks carried out by the municipalities.

	
	Vändra Borough
	Vändra Municipality

	1. Primary School education
	M
	M

	2. Secondary school education
	M
	I

	3. Day care for children (e.g. kindergartens and nursery homes)
	M
	M

	4. Art/ music/ sport schools
	M
	M, I 

	5. Sport facilities
	M
	M

	6. Community and cultural centres
	M
	M

	7. Primary health care
	M
	

	8. Hospitals and clinics
	M
	I, C/S

	9. Maintenance of local roads and streets
	M
	M

	10. Public bus transport
	C/S
	M

	11. Ferry boats
	C/S
	

	12. Air ports
	C/S
	

	13. Railways
	C/S
	

	14. Fire prevention
	M, I, C/S
	C/S

	15. Local libraries
	M
	M

	16. Museums
	
	C/S

	17. Collection of waste
	M
	M

	18. Road and street cleaning
	M
	M

	19. Drinking water
	M
	M

	20. Sewage (waste water)
	M
	M

	21. Heating
	M
	M

	22. Utilities for municipal owned houses
	M
	M

	23. Old peoples homes
	M
	M

	24. Home care for elderly people
	M
	M

	25. Shelter services
	
	M

	26. Protection of the local environment
	M
	C/S


(M indicates that the task is carried out by the municipality alone, I indicates that the task is carried out by inter-municipal co-operation, C/S indicates that the task is carried out either by the county or the state and an empty square indicates that the task is not carried out.).
Of the 26 municipal tasks listed, Vändra Borough carries out 20 and Vändra Municipality 17 tasks. 16 tasks are carried out by both municipalities, 7 tasks are carried out by one of the municipalities, while 3 tasks are carried out by none of the municipalities as airports, ferry boats and railways are not relevant to the Vändra area.

However, the fact that some relevant municipal tasks in both municipalities are left to the county/the state or not carried out at all indicates lacking capacity in the municipality. 

In the Vändra area it is most notable, that the following areas are carried out by the county or the state in one or both of the municipalities:

· Public bus transport

· Fire prevention

· Museums

· Environmental protection
A general reservation should be made about the figures shown. The respondents may have understood the term ”quality” differently. The interpretation of the term is left to the respondents, so we do not know whether they base their assessments on for instance the physical condition of a school or on the level of the education given. We do not know either whether the assessments are based primarily on the respondents own experiences or on the opinions of the inhabitants who use the services. The latter might be more critical in their assessments than the respondents themselves who are responsible on delivering the services.

With these reservations in mind, table 6.6. demonstrates that some of the municipal tasks are not evaluated by the respondents as being fulfilled in a high quality. In fact, none tasks are rated higher than "fair", which - in order to meet the citizens demands - should be the ambition of any municipality. 

Though, not evaluated higher, the majority of the tasks are neither evaluated below "fair". Significant exceptions are especially sewage and environmental protection in Vändra Municipality are evaluated as respectively "very low" and "low". Also the quality of the maintenance of local roads are in both municipalities evaluated as "low".

Table 6.6. An evaluation of the quality of the tasks carrie d out by the municipalities 

(5 corresponds to very high, 4 to high, 3 to fair, 2 to low and 1 corresponds to very low.)

	
	Vändra Borough
	Vändra Municipality
	Average of the eight pilot municipalities

	1. Primary School education
	3
	3
	3.1

	2. Secondary school education
	3
	3
	3.3

	3. Day care for children (e.g. kindergartens and nursery homes)
	3
	3
	3.6

	4. Art/ music/ sport schools
	3
	
	3.0

	5. Sport facilities
	3
	2
	2.4

	6. Community and cultural centres
	3
	3
	2.9

	7. Primary health care
	3
	3
	3.1.

	8. Hospitals and clinics
	3
	3
	3.0

	9. Maintenance of local roads and streets
	2
	2
	1.8

	10. Public bus transport
	
	3
	3.0

	11. Ferry boats
	
	
	2.0

	12. Air ports
	
	
	

	13. Railways
	
	1
	1.0

	14. Fire prevention
	3
	3
	2.8

	15. Local libraries
	3
	3
	3.6

	16. Museums
	
	3
	3.0

	17. Collection of waste
	3
	3
	2.9

	18. Road and street cleaning
	3
	2
	2.7

	19. Drinking water
	2
	3
	2.3

	20. Sewage (waste water)
	3
	1
	1.6

	21. Heating
	3
	3
	2.8

	22. Utilities for municipal owned houses
	3
	3
	2.0

	23. Old peoples homes
	3
	3
	2.8

	24. Home care for elderly people
	3
	3
	2.9

	25. Shelter services
	
	3
	1.8

	26. Protection of the local environment
	3
	2
	2.5

	Average
	2.9
	2.8
	2.7


It can be summarised that in neither Vändra Boruough nor Vändra Municipality all the listed municipal tasks are carried out, and that none of the tasks are evaluated as being fulfilled in a quality higher than "fair". Lack of finances and administrative capacity seem to be some of the core reasons for this situation. 

6.6. The municipal institutions

Table 6.7. Municipal institutions, 1997 total costs in Kroons and number of full time employees in parenthesis

	
	Vändra Borough
	Vändra Municipality

	Kindergartens
	2.770.127

(63)
	670.204

(24)

	Elementary schools
	
	740.615

(39)

	Secondary schools
	4.450.216

(43)
	

	Music and art schools 
	912.054

(19)
	

	Libraries
	326.902

(7)
	245.624

(4)

	Community Centres
	354.772

(4)
	434.290

(10)

	Social welfare institutions
	501.914

(7)
	420.195

(6)


Table 6.7. indicates that the institutions of Vändra Borough generally are larger than the corresponding institutions in Vändra Municipality. Furthermore, it has to be considered, that e.g. the figures indicating the turnover and staff employed at the libraries in Vändra Municipality are divided between four village libraries. 
6.7. Inter municipal co-operation

The inter municipal co-operation between Vändra Borough and Vändra Municipality takes place in the following areas:

· Education. Children from Vändra Municipality are attending the secondary school in Vändra Borough. At the same time some primary school children from both municipalities go to school in the other municipality. Lately, the two municipalities have also worked out a common development strategy on the education area, which is the only area where co-operation of significant size is taking place.

· Public transportation. 

· Sports, music shools and other cultural activities.

· Social and health services. A new law introducing family doctors will result in closing some of the primary health clinics in Vändra Municipality. Instead the inhabitants will have to make use of the services offered by the doctors in Vändra Borough, which makes some kind of co-operation in this area urgent. 

Earlier, there was also co-operation in the social area, where people from Vändra Municipality were staying at the elderly home of Vändra Borough. This co-operation ended because Vändra Municipality built their own elderly home.

The various types of inter municipal co-operation are managed by written mutual agreements, which determine the conditions for one municipality buying services from another. The respondents from both municipalities state that this system functions satisfactorily. 

Vändra Borough also receives pupils to the secondary school from other municipalities than Vändra Municipality. Unlike Vändra Municipality the other municipalities are not always paying in time, which Vändra Borough finds frustrating because there are no  ways of sanctioning this.

According to the respondents in the two municipalities in the Vändra area there is a need to develop co-operation about primary health care, elderly care and culture. It is interesting that the respondents do not mention public utilities as a possible area for co-operation, as collection of waste, waste disposal, provision of drinking water etc. in most cases are typical areas where significant gains can be achieved due to economies of scale. However, there might be special local reasons for not discussing co-operation about public utilities.

6.8. Attitudes, strategies and possibilities of territorial reform 

Status of discussions on territorial reform

As Vändra Municipality encircles Vändra Borough, the two municipalities are closely linked together.

Already in 1992 this recognition led to discussions about a possible amalgamation. The idea was fostered by the mayor in Vändra Borough and supported by the city council in Vändra Borough. However, the suggestion of amalgamation was turned down by the city council in Vändra Municipality. According to the respondents in the two municipalities, personal disagreements between politicians in the municipalities were among the reasons. Besides, the employees in Vändra Municipality were insecure whether they could maintain their jobs.

For five years the amalgamation discussion was taken off the agenda, but in November 1997 a new mayor of Vändra Borough invited to take up the discussions. A joint amalgamation commission was formed with the two mayors and representatives from the two city councils. 

From November 1997 to May 1998 six meetings have been held in the joint amalgamation commission with the purpose to investigate the possibilities for amalgamation between the two municipalities. A general SWOT-analysis was elaborated by the joint amalgamation commission, but according to the commission members the analysis did not became concrete enough to enlighten the question of the future. 

A co-operation initiative has been a joint two day seminar, where problems in the education sector were discussed and a joint education commission established in order to develop a joint development plan for the education area. 

A consultancy firm, The Middle-Estonian Development Centre, has been hired to carry out a socio-economic analysis as a basis for the further discussions on possibilities for amalgamation. At present the primary objective of the analysis is being discussed. The analysis is scheduled to be finished by winter 1998/99. 

The joint amalgamation commission is now awaiting the results of the consultancy firms' analysis. No future steps have been decided upon and no action plan has been elaborated so far.

Advantages and disadvantages

The respondents of the two municipalities in the Vändra area state the following advantages of an amalgamation in comparison with the present situation (not in priority):

· Improved administrative capacity to fulfil the municipal tasks satisfactorily due to increased possibility of hiring specialists.

· Improved municipal economy due to a more efficient organisation of the municipal tasks, which allows a future municipality to benefit from economies of scale.

· A common budget, facilitating larger investments and easier access to obtain loans.

· Unitary concept for development of the Vändra area.

· Possibility to attract more private investments to the area, as the basic infrastructure and the municipal service level can be improved.

The respondents also see the following main disadvantages of an amalgamation (not in order of priority).

· Marginalisation of the outskirts of a future amalgamated municipality.

· A decrease in state grants to especially Vändra Municipality.

· Possible disagreements on how to share the common budget between the present two municipalities.

· Tensions between people living in the city and in the countryside, as the cultures are envisaged to conflict in a number of areas. 

Besides the perceived disadvantages of amalgamation itself, the respondents feel that the process in the Vändra area is hampered by especially two aspects:

· The state has not announced any final guidelines for the process, including finally decided schemes for support to voluntary amalgamations. 

· Personal controversies between representatives from the two municipalities. E.g. the respondents in Vändra Municipality find it annoying that Vändra Borough has changed mayor several times during the last years, which is disrupting the process.

Attitudes towards territorial reform

It is our impression that the respondents in both municipalities fully recognise the logic and the benefits of an amalgamation, but that especially the respondents of Vändra Municipality at the same time are sceptical towards the practical implementation. 

As no citizens surveys have been carried out, it is difficult to assess the attitudes of the citizens. However, the respondents have the impression that the inhabitants of Vändra Municipality are rather sceptical towards amalgamation, particularly because of the possible marginalisation problem. The inhabitants of Vändra Borough are perceived to be less sceptical, but it should be underlined that this is only impressions of the respondents.

The local newspaper is currently informing about the citizens about the territorial reform process, but no systematic information of the citizens have been made available to the citizens. The two municipalities agree that more information should be provided to the citizens at a later stage of the process. 

Possibilities of territorial reform

Considering the geography, the respondents of the two municipalities agree that amalgamation with other municipalities would not be logical. Besides, Vändra Borough and Vändra Municipality have approximately 5,800 inhabitants together  which is regarded as an appropriate size of a future municipality. 

In our opinion, it is also an advantage that Vändra Borough and Vändra Municipality have approximately the same number of inhabitants, which avoid diminish problems with unequal representation in the future city council.

In our opinion the territorial reform process in the Vändra area will depend very much on the ability of the joint amalgamation commission to find sustainable solutions to the disadvantages and barriers mentioned. Please see section 4.6. for our recommendations.

State support

The respondents in the Vändra area mentioned by the following ways that they would like the state to support the territorial reform process.

· Setting up clear guidelines for the territorial reform process.

· Financial support.

The Antsla area

7.1 Basic facts: Geography, demography and employment

When reading the following chapter, the data should only be regarded as general indicators and not as the exact numbers cf. the general reservation made in section 2.2.

Antsla Town and the municipalities of Antsla and Urvaste are situated in the north-western part of Voru County. Antsla Town is completely encircled by Antsla Municipality, and the two municipalities have a close historical connection. In the times of the First Republic the territories of the town and municipality of Antsla were amalgamated, but in 1938 they  were again split up. The two municipalities, however, continued using the same building as town hall.

The connection with the municipality of Urvaste dates a longer time back. In the past the connecting link between the different parts of the region used to be the church of Urvaste, and most of the region belonged to Urvaste Parish. Since the municipality of Urvaste is situated in the corner of the region, its only boarder lines inside Voru County are between the municipalities of Antsla and Somerpalu. It therefore has no other possibilites than to amalgamate with either Antsla or Somerpalu.

Together Antsla Town and the municipalities of Antsla and Urvaste have approximately 6.700 inhabitants of which 3,200 – almost 50% - live in Antsla Municipality. The other two municipalities each comprise approximately 1,700 inhabitants . As demonstrated in table 7.1, the area of  Antsla Municipality makes up almost to thirds of the total area of the three municipalities. The area of Antsla Municipality is more than 100 times bigger than Antsla Town. However, the municipalities of Antsla and Urvaste are both quite sparsely populated.

The demographic data shown in table 7.1 reveal that the population of Antsla Town and Urvaste Municipality are generally older than that of Antsla Town: While almost 30% of the population of the former two municipalities exceed 60 years of age, the equivalent of Antsla Municipality is only approximately 20%. This indicates that parts of Antsla Municipality – the suburbs of Antsla Town - is a new arrival area, where the need for day care and primary and secondary school education is growing.

Antsla Town is the service centre of the surrounding municipalities. The biggest roads and the railways of the region are directed towards the town. As much as 20-30% of the working inhabitants of Antsla and Urvaste municipalities are working in the town, and the inhabitants of the two municipalities often visits the town to go shopping, for the provision of public services etc. However, the small size of the town territory has stopped it from expanding, and today new industrial and service enterprises are mostly established in the outskirts of town on the territory of Antsla Municipality. 

The three municipalities are hosting a large number of small and medium sized enterprises, especially engaged in forestry and wood processing. There are also two furniture producing companies in the area. The relatively big share of agricultural land makes agriculture an important source of income. But despite high volumes of production in grain growing, dairy cattle and pig raising no processing industries have been established so far. The major employers in both localities and the town are the municipalities. This indicates that the region is in a need of creating new jobs. This is especially true for Urvaste Municipality, which have a registrated unemployment rate of 36%.

Table 7.1: Demography and employment data by 1998
	
	Antsla Municipality
	Urvaste Municipality
	Antsla

Town
	Average of the eight pilot municipalities

	No. Of inhabitants in the municipality
	3,211
	1,768
	1,694
	

	Area in square kilometres
	268
	140
	2.5
	

	Population density per square kilometer
	12
	13
	678
	

	Composition of population:
	
	
	
	

	Below 7 years
	9%
	9%
	7%
	9.4%

	7-17 years
	19%
	16%
	14%
	16.0%

	18-60 years
	53%
	46%
	50%
	55.3%

	60-79 years
	15%
	23%
	24%
	15.4%

	Above 80 years
	4%
	5%
	5%
	3.3%

	Percent of workforce working within the borders of the municipality 
	67%
	43%
	
	56%

	Unemployment rate
	9%
	36%
	11%
	11.3%


7.2 The municipal administration

As opposed to the conclusions from the other two areas mentioned in this report, the figures in table 7.2 do not support the assumption that municipalities with larger populations have a higher number of residents per employee due to economies of scale. On the contrary, each of the administrative employees of Urvaste Municipality, which has a population only half the size of Antsla Municipality, ”serve” almost 30 residents more than does their colleagues of Antsla Municipality and 75 residents more than in Antsla Town. 

The educational level of the staff does, however, seem to correlate with the size of the municipality, as Antsla Municipality have the highest number of employees with a high level education of the three municipalities. This supports the conclusion that the more residents a municipality have, the higher the possibility of hiring specialists with a high level education. Especially, the representatives of Urvaste Municipality expressed a need for specialists in for instance handling of land regulation, but scarcity of financial resources puts a limit to the possibilities of hiring more staff.  

Table 7.2: Administration of the Municipalities

	
	Antsla Municipality
	Urvaste Municipality
	Antsla

Town
	Average of the eight pilot municipalities

	Total number of administrative employees
	19
	9
	14
	

	Number of residents per employee
	169
	196
	121
	196

	Educational background of employees
	
	
	
	

	High level
	53%
	44%
	29%
	48%

	Medium level
	47%
	56%
	64%
	47%

	Low level
	0%
	0%
	7%
	5%

	No education
	0%
	0%
	0%
	0%

	Additional types of staff needed, according to the respondents
	None
	
1 Land regulator


1 unspecified
	None
	


7.3 The municipal finances

Table 7.3 shows that there is some variation in municipal income per inhabitant of the three municipal units. Antsla Town has the highest income per inhabitant of the three municipalities – approximately 12% higher than that of Urvaste Municipality and almost 20% higher than that of Antsla Municipality. However, the income level of all three municipalities is above the average of the eight pilot municipalities.  

When it comes to municipal expenditures the deviations between the three municipalities are even bigger. The expenditure per inhabitant of Antsla Town is 44% higher than that of Urvaste Municipality and almost 65% higher than that of Antsla Municipality. However, the obvious explanation is that the expenditure level of Antsla Municipality and Urvaste is far below their total income level. 

Table 7.3: The municipal income and expenditure based on 1997 Accounts (in Kroons)

	
	Antsla Municipality
	Urvaste Municipality
	Antsla

Town
	Average of the eight pilot municipalities

	Total income
	14,781,747
	8,745,480
	9,427,084
	

	Total income per inhabitant
	4,603
	4,947
	5,564
	4,400

	Total expenditures
	10,638,702
	6,712,580
	9,244,276
	

	Total expenditures per inhabitant
	3,313
	3,797
	5,457
	4,129


Table 7.4 demonstrates that the two most important sources of income for the municipalities are tax revenues and state grants. However, there are some differences in the composition of the municipal incomes. While Antsla Town bases ”only” 32% of its expenditures on state subsidies – either general or earmarked grants – the numbers for Antsla and Urvaste are 42% and 50% respectively, and the average of the eight pilot municipalities is 37%. 

Antsla Town is more dependent on proceeds from other municipalities for the services that it provides. This makes up as much as 23% of its total income, which indicates the role of Antsla Town as a big provider of services for the neighbouring municipalities- especially in the field of education. This is underlined by the fact that Antsla Town spend almost half of its total expenditures on education, whereas the other two municipalities spend between 33 and 37% for this purpose. Some of the differences are, however, explained by the fact that the latter two municipalities use between 7% and 18% of their total expenditures on payments for services – e.g. educational services - from other municipalities.

Table 7.4: The specified municipal income and expenditures based on the 1997 accounts (in Kroons)

	
	Antsla Municipality
	Urvaste Munici-pality
	Antsla

Town 
	Average of the eight pilot municipalities

	INCOME:
	
	
	
	

	Tax revenues
	49.2%
	35.4%
	22.8%
	37.1%

	Non tax revenues
	5.2%
	14.0%
	17.3%
	10.6%

	Proceeds from other municipalities for services
	4.0%
	0.6%
	23.4%
	6.4%

	Earmarked grants
	10.3%
	13.3%
	7.3%
	8.5%

	State grants
	31.4%
	36.8%
	24.9%
	28.1%

	Loans
	0%
	0%
	4.5%
	9.3%

	
	100.1%
	100.1
	100.2
	100.0%

	EXPENDITURES:
	
	
	
	

	Administration
	13.3%
	10.0%
	10.3%
	13.5%

	Education
	32.8%
	37.2%
	46.4%
	40.1%

	Health care
	1.1%
	0.6%
	0.5%
	6.8%

	Social welfare
	16.9%
	23.5%
	8.2%
	12.1%

	Economy (public utilities)
	7.2%
	13.6%
	22.7%
	11.6%

	Culture
	9.8%
	7.6%
	6.4%
	0.4%

	Sports and recreation
	0.5%
	0.6%
	0.5%
	9.9%

	State defence and public safety
	0.1%
	0.1%
	0%
	7.6%

	Payment to other municipalities for purchased services
	18.2%
	7.1%
	5.0%
	3.5%

	Loans
	0%
	0%
	0.3%
	0.8%

	Total
	99.9%
	100.3%
	100.3%
	103.9%



7.4 The municipal tasks

In table 7.5 26 tasks are mentioned which, according to the law on local government arrangements, are the responsibility of the municipalities. For each of the tasks we have asked the respondents if the task is provided and who is carrying it out.: Air ports, railways and ferry boats. 13 tasks are carried out by each of the municipalities, 5 tasks are carried out by two of the municipalities and 4 tasks are carried out by one of the municipalities. Three of the tasks are carried out by none of the municipalities.

Of the 23 tasks that are carried out, Antsla Municipality performs 18, Urvaste Municipality 19 and Antsla Town 16. 

Inter municipal co-operation is, as can also be seen from table 7.5, relatively widespread. As many as 16 tasks are performed by inter municipal co-operation in such deviating areas as secondary school education, public transportation and shelter services. 

Table 7.4: Tasks carried out by the municipalities

	
	Antsla Municipality
	Urvaste

Municipality
	Antsla

Town

	1. Primary School education
	M
	M
	M

	2. Secondary school education
	M, I
	I
	M

	3. Day care for children (e.g. kindergartens and nursery homes)
	M, I
	M
	M

	4. Art/ music/ sport schools
	M, I
	M
	M

	5. Sport facilities
	M, I
	M
	M

	6. Community and cultural centres
	M, I, C/S 
	M
	M

	7. Primary health care
	M, I
	M
	M

	8. Hospitals and clinics
	I
	I
	I, C/S

	9. Maintenance of local roads and streets
	M
	M
	M

	10. Public bus transport
	M, I
	C/S
	

	11. Ferry boats
	
	
	

	12. Air ports
	
	
	

	13. Railways
	
	
	

	14. Fire prevention
	M
	M
	C/S

	15. Local libraries
	M
	M
	M

	16. Museums
	
	
	M

	17. Collection of waste
	I
	M
	M

	18. Road and street cleaning
	M, I
	M
	M

	19. Drinking water
	M
	M
	M, I

	20. Sewage (waste water)
	M
	M
	M

	21. Heating
	M
	M
	M, I

	22. Utilities for municipal owned houses
	M
	M
	M

	23. Old peoples homes
	
	M, I
	I

	24. Home care for elderly people
	M, I
	M
	I

	25. Shelter services
	
	
	I

	26. Protection of the local environment
	M, I, C/S
	
	I


M indicates that the task is carried out by the municipality alone, I indicates that the task is carried out by inter-municipal co-operation, C/S indicates that the task is carried out either by the county or the state and an empty square indicates that the task is not carried out.
Table 7.6 contains an evaluation by the representatives of each municipality based on their assessment of the quality of the services that their municipality provides. The numbers 1-5 convey a certain level of service quality ranging from ”very high” (number 5) to ”very low” (number 1). 

A general reservation should be made about the figures shown. The respondents may have understood the term ”quality” differently. The interpretation of the term is left to the respondents, so we do not know whether they base their assessments on for instance the physical condition of a school or on the level of the education given. We do not know either whether the assessments are based primarily on the respondents own experiences or on the opinions of the inhabitants who use the services. The latter might be more critical in their assessments than the respondents themselves who are responsible on delivering the services.   

With these reservations in mind, most of the services are generally assessed to be of a ”fair” quality, but a few are also considered to be of a ”low” or ”very low” quality. This goes for maintenance of local roads and streets, sewage, fire prevention, utilities for municipal owned homes, shelter services and environmental protection. Day care for children and local libraries are generally assessed to be of a ”high” or even ”very high” quality.

The general quality assessments of the municipal respondent does not vary a lot. However, the representatives of Urvaste Municipality more often estimate their services to be of a ”high” quality than does their colleagues in the two neighbouring municipalities. 

In our opinion, this finding is quite surprising, as Urvaste Municipality at the same time has a very limited number of administrative employees, has a very tight budget for expenditures and the municipality itself carries out nearly all of the municipal tasks. 
Table 7.5: An evaluation of the quality of the tasks carried out by the municipalities 

(5 corresponds to very high, 4 to high, 3 to fair, 2 to low and 1 corresponds to very low.)
	
	Antsla Municipality
	Urvaste Municipality
	Antsla Town
	Average of the eight pilot municipalities

	1. Primary School education
	3
	4
	3
	3.1

	2. Secondary school education
	3
	4
	3
	3.3

	3. Day care for children (e.g. kindergartens and nursery homes)
	4
	4
	4
	3.6

	4. Art/ music/ sport schools
	3
	3
	3
	3.0

	5. Sport facilities
	2
	2
	2
	2.4

	6. Community and cultural centres
	3
	3
	3
	2.9

	7. Primary health care
	3
	3
	3
	3.1.

	8. Hospitals and clinics
	3
	2
	3
	3.0

	9. Maintenance of local roads and streets
	1
	2
	1
	1.8

	10. Public bus transport
	3
	3
	2
	3.0

	11. Ferry boats
	
	
	
	2.0

	12. Air ports
	
	
	
	

	13. Railways
	
	
	
	1.0

	14. Fire prevention
	2
	2
	
	2.8

	15. Local libraries
	4
	4
	5
	3.6

	16. Museums
	
	3
	3
	3.0

	17. Collection of waste
	3
	3
	3
	2.9

	18. Road and street cleaning
	2
	3
	3
	2.7

	19. Drinking water
	3
	1
	2
	2.3

	20. Sewage (waste water)
	1
	1
	2
	1.6

	21. Heating
	2
	3
	3
	2.8

	22. Utilities for municipal owned houses
	1
	2
	1
	2.0

	23. Old peoples homes
	
	3
	3
	2.8

	24. Home care for elderly people
	3
	3
	2
	2.9

	25. Shelter services
	
	1
	1
	1.8

	26. Protection of the local environment
	2
	2
	1
	2.5

	Average
	2,55
	2,65
	2,48
	2.7


7.5 The municipal institutions

The data in table 7.7 concerning municipal institutions are relatively fragmented and no firm conclusions can therefore be drawn from the figures shown. However, it seems that the municipality with the more inhabitants – Antsla Municipality – have the widest range of municipal institutions. In most cases the institutions of Antsla Municipality also have a larger budget and more employees than similar institutions of Antsla Town.

Table 7.6: Municipal institutions, total turnover (1997) in Kroons and number of full time employees in parenthesis
	
	Antsla Municipality
	Urvaste Municipality
	Antsla Town

	Kindergartens
	
	(3)
	417.231

(15)

	Elementary schools
	938.444

(32)
	(29)
	

	Secondary schools
	
	
	

	Music and art schools 
	
	
	636.984

(20)

	Libraries
	318.007

(4)
	(3)
	216.453

(4)

	Old peoples homes
	
	(1)
	

	Community Centres
	463.206

(7)
	(4)
	

	Primary health institutions
	
	
	376.151

(13)

	Municipal archive
	81.300

(1)
	
	


7.6 Inter municipal co-operation

Inter-municipal co-operation exists in the following areas:

· primary and secondary schools

· day care

· arts, music, sports and other cultural activities

· health care (primary health care and hospitals)

· public transportation

· maintenance of local roads

· collection of waste

· elderly homes and home care for elderly people

· protection of the local environment

The inter municipal co-operation mainly between the three municipalities but also to a lesser extent with the other municipalities of the region, for instance concerning hospital care and secondary school education.

Apart from this, regularly meetings are held between representatives of the municipalities of the region for exchanging of experiences, solutions to common problems and co-operation on matters of for instance education and cultural events.

The co-operation between Antsla Town and the municipalities of Antsla and Urvaste are quite close in matters of education and hospital services. For instance some of the members of the governing body of the secondary schools in Antsla Town are appointed by the city councils of the neighbouring municipalities. And one of the hospitals in Antsla are owned and run by the three municipalities in co-operation. 

Apart from the areas in which inter municipal co-operation is already well established, the respondents see a major need for co-operation concerning sewage, heating, drinking water, waste management and environmental protection, mostly in the form of collective enterprises. For instance, the expenses for the disposal of sewage water from Antsla Town is both very troublesome and expensive, as it must run through three different municipalities on its way. However, some of the respondents stress that it is difficult to establish new co-operation projects in these areas because it requires large common investments that is difficult to finance. The municipalities have limited financial resources and loans are difficult to get.

In the established areas of co-operation a reimbursement system ensures payments to the municipalities that provides services for other municipalities. Written agreements are made between the municipalities of the region concerning the calculation of the tariffs.

Most of the respondents think that the reimbursement system functions satisfactorily. However, the respondents from Antsla Town - who is the main provider of services and who base approximately 23% of its total income on proceeds from other municipalities for delivered services - stress that problems does occur due to payments not received in time. The main problem, however, is that the payments do not cover all expenses for the provision of the services due to the principles guiding the calculation of the tariffs. According to law, the tariffs can not include investment and maintenance costs. These costs are therefore covered by the providing municipality alone. 

7.7 Attitudes, strategies and possibilities of amalgamation

Status of the discussions on territorial reform

The first official discussions between representatives of Antsla Town and the municipalities of Antsla and Urvaste encountering the possibilities of amalgamation were held already in 1994. In order to investigate the opinion of the inhabitants of the three municipalities, a questionnaire was delivered to a representative sample of the population. It, however, revealed a majority against amalgamation of the three municipalities, and therefore no further steps were taken at that moment. According to the respondents some of the reasons of the negative response may have been poorly formulated questions and lack of public information beforehand.

Amalgamation was again put on the agenda during the municipal elections of 1996, and in June 1997 a seminar was held where more than 200 politicians, business people and county representatives discussed the possibilities and obstacles for amalgamation. During the autumn of 1997 municipal representatives visited the amalgamated Halinga Municipality and Pärnu-Jaagupi Town to receive inspiration to the territorial reform process and get an impression of the consequences.

The next step was formation of a joint amalgamation committee consisting of three representatives from each of the three municipalities. The purpose of the committee is to initiate investigations, to discuss the possibilities and obstacles towards amalgamation and to manage the amalgamation process itself.

Each of the nine members of the joint amalgamation commission were made chairman of sub-commissions responsible for investigating the advantages and disadvantages of amalgamation in one of the following fields: 

· Education

· Law

· Culture and leisure activities

· Economy

· Waste disposal, roads and streets

· Social services

· Health services

· Visions 

The sub-commissions have conducted SWOT-analyses (Strengths-Weaknesses-Opportunities-Threats) on each area, and the conclusions – which were presented in the middle of May 1998 -  will form the basis of the further discussions of whether to amalgamate or not and - if a decision to amalgamate is taken - how the amalgamation shall proceed. 

The respondents generally express the importance of amalgamation being initiated and carried through by the municipalities themselves. If  amalgamation is decided by force, it cannot be assured that it is of common interest to the people of the local areas being amalgamated. 

Furthermore, the respondents express the necessity of letting the amalgamation process take time, especially if the scepticism of the citizens must be overcome. Information about the territorial reform process is conceived to be very important by all respondents. It is believed to qualify the public discussions and opinions about amalgamation. 

In the autumn of 1998 – after the conclusions of the SWOT-analyses have been discussed in the joint amalgamation committee – it is planned that the public shall participate in discussions on the amalgamation issue through open meetings, local mass medias etc. It is also considered whether to hold a referendum on the matter during the spring of 1999, but it is not yet decided what questions should be asked and what status such a referendum should have, e.g. whether the politicians will have to follow the results of the referendum or whether it is just advisory.

It has been raised as a possibility that Antsla Town and Antsla Municipality should amalgamate first, and then later on include Urvaste Municipality in the amalgamation. It is especially the respondents from Antsla Municipality, who favours this solution, while the respondents of Antsla Town tend to think, that it is preferable to settle the whole amalgamation in one round. One of the arguments for this viewpoint is, that Urvaste is situated in a corner of the county and are likely to be amalgamated either voluntarily or by force with Antsla Town and Antsla Municipality. 

In the survey carried out by the Estonian Management Institute another possibility of amalgamation was raised, namely to include the western part of Sõmerpalu Municipality in the discussions of the three pilot areas. The respondents of all three municipalities within the process are very negative towards this possibility, as the western part of Sõmerpalu Municipality is a poor and very sparsely populated area. Besides, the respondents find that the total territory of the three pilot municipalities will be more than large enough.

Attitudes

Most of the respondents of the Antsla area are of the opinion that amalgamation is inevitable. Most of the respondents are also in favour of amalgamation, though all think it is a process linked with many practical problems and obstacles.

As in the other pilot areas the administrative employees tend to be more sceptical than the politicians in the joint amalgamation commission as they are insecure whether to maintain their jobs.

According to the respondents the attitude of the population is very closely related to where they are living geographically. People in or nearby the Town are generally less sceptical towards amalgamation than the people living far from the centre. The existence of roads and public transportation is obviously also influencing the attitudes of the citizens. E.g. it will be easier for some people living in the eastern part of Urvaste Municipality to visit Antsla town than the present municipal centre of Urvaste.

Advantages and disadvantages

According to the respondents, the main advantages of amalgamation are (not in order of priority):

· Common education, social and cultural policies. For instance, it is planned that one secondary school in Antsla Town shall be upgraded to more advanced studies.

· Larger private investments. Today private enterprises are often reluctant to place investments in the area, because they must discuss important matters with many different public authorities. This is especially true for industries which have properties that are situated within the territories of more than one municipality.

· Economies of scale as far as supply services and administration is concerned. Today a lot of efforts are put into the administration of the reimbursement system. Most of this can be spared by amalgamating the three municipalities. 

· Specialisation of the municipal staff. For instance social workers must handle all kinds of social problems from unemployment to phsycological problems and child abuse, which makes it difficult to improve the quality of advice and services.

· Improved quality of education and social services. 

· Antsla Town will get a chance to expand beyond the present borders and thereby attract more private investments, both domestic and foreign. This is a common interest, as improved investments will create more jobs and generate more income for the benefit of all.

· Pooling of finances will also improve the possibilities of negotiating favorable loans, for instance for the construction of new buildings.

· The respondents mentioned the following main disadvantages of amalgamation (not in order of priority):

· Many of the inhabitants of the more remote areas of Antsla and Urvaste municipalities oppose amalgamation, because they fear that the distance to the political centre will grow. However, the respondents of Urvaste and Antsla municipalities do not fear that they will loose political influence on behalf of their population as they far outnumber the population of Antsla Town.

· The inhabitants of especially Urvaste Municipality fear that they will loose their own schools, libraries etc. if they are amalgamated with the town. 

· The respondents of Urvaste Municipality express fear of investments being concentrated in the town and in the outskirts of town with the danger of a further urbanisation of the area. 

· Some of the respondents expect that the administrative personnel will be reduced. However, in general the respondents did not expect dismissal of administrative staff but rather that the present staff will have to change job positions. The expressed need of specialists in different areas of public administration and services also indicate that the demand for manpower will not decrease.

State support

The respondents find it appropriate that the state support the municipalities which are in the process of voluntary amalgamation. The following types of state support are mentioned:

· Clear legislation and procedure rules.

· Earlier experiences of amalgamation – national and international - should be made available.

· Financial support should be given, at least covering the expenses directly connected with amalgamation.

2. Appendixes  

Appendix A: Methodology

As stated in the introduction, the Ministry of Internal Affairs identified three areas for pilot investigations and invited the municipalities within these areas to participate in the pilot investigations.

NALAD elaborated a questionnaire concerning factual questions about each municipality and the perceived advantages, disadvantages and attitudes towards the territorial reform process. 

NALAD asked the Ministry of Internal Affairs to send the questionnaires to all of the participating municipalities and in co-operation with the municipalities to select respondents for interviews. As the territorial reform process concerns both politicians, administrative employees and ordinary citizens in the municipalities, we found it very important that persons with different positions, backgrounds and presumably also different opinions were invited to participate as respondents in the investigations.

The interviews were conducted as a group interview in each municipality. Group interviews have the advantage that the respondents can supplement and comment on each others descriptions and perceptions. This reveals different opinions and information which might not have been available to us in case of individual interviews. On the other hand group interviews contain a great risk that the professional and social hierarchy among the respondents affects the way the questions are answered. E.g. an employee might answer what he or she thinks the superiors would like him/her to answer in stead of answering according to his/her own opinion.

The interviews were conducted as semi structured interviews using the headlines and selected key questions of the questionnaire as an interview guide, that is to say as the overall structure of each interview. This approach allowed both for brief introductions to the basic facts and perceptions of the respondents and for asking additional questions clarifying or elaborating on the answers to the key questions. 

During the interview, one of the Danish experts was responsible for conducting the interview according to the interview guide, while the other Danish expert was responsible for taking notes of the discussion and putting additional questions to the answers of the respondents. The two participants from LGAU supported the interviews by opening the meetings, clarifying doubts about the overall territorial reform process and, in some interviews, also by putting a few additional questions. However, the Danish experts have the full responsibility for the way the interviews were conducted.

The questions were formulated in open form in order not to induce specific answers or solutions on the respondents. E.g. a question could be: "Do you see think that any tasks should be transferred from the county to the municipal level in the present territorial structure?".

It was also tried to estimate to which extent specific viewpoints were shared among the respondents by asking questions such as; "Another respondent (of course no names were mentioned) has stated that he has experienced problems with mutual payments of inter-municipal co-operation. Do you agree with this perception? - and how do you think the problem could be solved?"

It is our impression that the respondents were eager to participate in the investigations and explain their viewpoints as thoroughly as possible. Hence, we found the discussions very frank and open minded and, therefore, also very productive.
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� 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".


�  The total percentage of 103,9% is caused by rounding the specific figures.


� Unfortunately, the turnover and number of employees were not included in the data received from Kuressaare Town.


� The total percentage of 103,9% is caused by rounding the specific figures.


� The total percentage of 103,9% is caused by rounding the specific figures.
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