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Self-rule
1. Institutional depth
According to the Danish Constitution the right of municipalities to manage their own affairs independently, under State supervision, shall be laid down by statute. The Constitution also prescribes that some of the public tasks should be allocated to the local governments and that the Danish Parliament decides how much should be allocated.
Denmark has no single local government act defining the tasks of the municipalities. In general task obligations of municipalities are laid down by law in various acts and legal statutes. In addition municipalities have the ability to perform certain tasks based on the so-called municipal authority rules (“Kommunalfuldmagtsreglerne”), which is a general term for the unwritten rules (principles) of the local non-statutory duties. The precise definition, whether a municipality within the framework of the municipal authority rules have autonomy to perform a specific task, is often complex since the municipal authority rules composes a series of inaccurate and often overlapping unwritten rules. In practice the municipal authority rules imply that tasks the municipality wants to perform must be of some benefit to the community, must not be tasks delegated to other levels of government, and must not be providing support for individuals or individual companies without specific legal cover. Basically municipalities are not allowed to engage in trade or industry. A classic example of tasks that municipalities may carry out according to the municipal authority rules is public transport and initiatives in leisure, culture and sport.

The Danish municipalities are granted a wide scope of predefined tasks and within the framework of the municipal authority rules the municipalities are essentially free to take on other (public good) tasks not assigned to other levels of government.
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Denmark scores 3.
2. Policy scope
The most important reform over the period has been a major Local Government Reform implemented January 1st 2007. The reform had two main elements. The first was an amalgamation reform, which – after a period of local negotiations in order to meet the central government mandate of at least 20,000 inhabitants – resulted in amalgamation of 270 municipalities into 98 new municipalities. 66 of these were results of amalgamations of 239 old municipalities, whereas 32 municipalities remained unchanged. As a result the average size of the municipalities increased from 20,000 inhabitants to 55,000 inhabitants. The second element of the reform was a reshuffle of functions across tiers. The municipalities lost the task of income tax assessment, which was transferred to the central government. At the same time, a number of responsibilities—services for the physically and mentally handicapped, children with social and behavioral problems, rehabilitation of hospital patients, health promotion policies, specialized primary education for children with special needs, environmental protection, and regional roads—were devolved from the regional level to the municipalities.

Education (2): Extensive responsibility for primary and lower secondary education stipulated by primary education act, including responsibility for construction/maintenance of school buildings and hiring and paying of teachers. The responsibility of upper secondary education lies with the State. The responsibility of special needs education was transferred to the municipalities as part of the 2007-reform. 

Social assistance (2): Similar, social assistance act. Local governments are responsible for a wide range of services providing poverty relief as well as other social security/protection services. Including early retirement benefits, cash benefits and sickness benefits. Responsibility for services for children with social/behavioral problems were transferred from regional level to municipal level in 2007. Responsibility for active employment efforts for insured unemployed people were transferred from state level to municipal level in 2009 (responsibility for non-insured unemployed have been at municipal level for decades).

Health (0.5/1 + 0.5): Partly responsible, health act. Local governments are responsible for health care for small children and dental care for preschool and school children, whereas the regions are responsible for general practitioners. As local governments are responsible for parts of primary health services the policy scope is coded 0.5 both regarding construction/maintenance of health centers and regarding doctors’ employment/payment. The responsibility for rehabilitation of citizens and for health promotion policies was transferred from regional to municipal level as part of the 2007-reform along with municipal co-financing of regional health costs (hospitals and general practitioners). To reflect these changes a coding of 1 is applied for ‘health centers’ from 2007. The responsibility for hospitals and national health insurance service lies with the regions. 
Land use (2): Similar, land use planning act. Local governments are fully responsible both for administering building permits and administering zoning.

Public transport (1): Not mandatory, but some municipalities take on extensive functions.
Housing (1): Ditto. Local governments are fully responsible for housing and town development.
Police (0): Not a local government function, but a central government function. 
Caring (1): Kindergartens, elderly care, care for handicapped, children with social and behavioral problems etc. are very important functions, takes more than one third of the total budget. The scoring system – with a maximum of 1 – does not do full justice to the extensiveness of tasks in this area.
3. Effective political discretion

Education (1.5): Within the legal framework of the education act, the municipalities have a large degree of fiscal autonomy to decide the level and distribution of resources as well as they are granted large autonomy to organize the school structure, number and size of classes etc. Basically this implies a score of 2. However, extensive in-depth supervision of state agencies limits effective discretion. Local governments have full hire-and-fire discretion over teacher’s employment, but due to national agreements with trade unions limited discretion on teachers’ payment. Thus the overall score ends at 1.5. 
Social assistance (1): Score of 1 is due to extensive, in-depth supervision of state agencies, which limits effective discretion both regarding whether an individual receives financial relief or not and the level of assistance a person receives. Due to an extended task portfolio after the 2007-reform, effective political discretion has increased regarding services for children with social/behavioral problems. Thus a score of 1.5 applies for 2007-2014. Activities for activating insured unemployed were transferred from state level to local governments in 2009 but this is not reflected in the coding as unemployment benefits in general are excluded.

Health (0.5): Similar. Local governments can decide on construction/maintenance of some of the health centers, namely the centers relating to health care for small children and dental care for preschool and school children. The regions are responsible for general practitioners. Regarding co-financing of regional health costs the municipalities have no discretion as this is essentially a bill based on the number of citizen admissions to hospitals and general practitioners (of which the municipality has no authority). Local governments cannot decide on the organization and functioning of specialized health centers.

Land use (1): An extensive system of state interventions effectively limits local discretion in this field; a number of state agencies are empowered to protest against local land use plans, both regarding building permits and zoning.

Public transport (1): Municipalities are free to organise public transport if they wish, but only larger cities do so.

Housing (1): Ditto. Local government can fully decide on housing and town development.
Police (0): Not a local government function.
Caring (1): Similar situation as above, but scoring system may not be appropriate here; a score of 0 would indicate no discretion, while 1 indicates very broad discretion. In reality the situation in caring is the same as in education with regard to interventions from supervisory agencies.
4. Fiscal autonomy

Local taxes altogether finance 60 per cent of total municipal capital and current expenditures. The by far most important source of revenue is the personal income tax, the rate of which the individual municipality according to legal statutes can decide autonomously. Within certain limits the municipality can also set tax rates for a local tax on private property and a local tax on business/commercial property. However the total level of taxes levied by all municipalities will have to stay below the limits set in the annual economic agreements between the national government and Local Government Denmark (LGDK). These limits on taxes (and expenditures) are not binding for the individual municipality, but as the municipalities collectively have been running at the agreed level for the entire period, the autonomy of the individual municipality is restricted by the decisions by other municipalities. From 2001 the national government has implemented a tax stop policy, which for practical reasons means that one municipality is only able to raise the tax rate if other municipalities lower their taxes correspondingly. Though in a few cases municipalities with particularly challenging fiscal environments have been allowed – by state appropriation – to raise their tax rates, since 2001 only a few changes in actual tax rates have been witnessed. From 2011 the national government has enforced the annual economic agreements with LGDK by a sanctions regime implying that the general grants for the municipalities will by statute be reduced by up to 3 billion DKK if taxes and final expenditures of the municipalities collectively exceed the level agreed in the economic agreements. With the so-called Budget Law this sanction regime was made permanent in 2012, including binding annual expenditure ceilings for central government, municipalities and regions, respectively. This is why I have scored Denmark 4 until 2001 and 3 since 2001.
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5. Financial transfer system
General grants amount to 20 per cent of total municipal revenues. When including income transfers to individuals, conditional grants (excluding old age pensions which are fully reimbursed by the state) finance approximately 10 per cent of total expenditures. Accordingly conditional grants from other levels of government amount to approximately one third of total grants. Prior to the 2007-reform part of the conditional grants were transferred to municipalities from the regional level. After the 2007-reform conditional grants are only received from the state. 
Over the last four decades conditional grants (reimbursements) have gradually been reduced and converted to general grants, leaving more room for local discretion, prioritizing and fiscal management.Prior to 1990 conditional grants covered a larger share of the revenues as also expenditures for day care and care for the elderly were partly reimbursed (abolished 1987) and earlier also expenditures for roads and teacher salaries (abolished in the 70’ties). Since 1990 conditional grants are basically restricted to expenditures for social assistance and labour market activities. These conditional grants have gradually been reduced since 1990 and converted to general grants; reducing the share of conditional grants from around 40 per cent of total grants to 27-28 per cent in 2013-2014. The latest major finance reform of this kind was implemented in 2011.
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6. Financial self-reliance
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7. Borrowing autonomy

Borrowing requires approbation by the state, and requirements a and d apply. Borrowing is limited to capital expenditures and only after appropriation by the state, cf. the municipal borrowing act (”kommunal lånebekendtgørelse”). The only exception is the utility area (refuse disposal, sewers and supply of water, heating and electricity) – where expenditures are not allowed to be financed by taxes but most be financed solely by user fees– in which municipalities and municipal companies within certain limits are granted borrowing autonomy.
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8. Organisational autonomy

According to the local government act (“Kommunestyrelsesloven”) political authority in the municipalities lies with the municipal board, consisting of 9 to 31 councillors. The councillors are elected for a fixed four-year term on the basis of a proportional voting system. The head of the council is the mayor, who is elected by and among the local councillors. Executives are elected by the municipal council and apart from a mandatory finance committee the municipalities are granted large autonomy regarding both political and administrative organisation. Municipalities hire own staff, decide organisational structure, fix salaries and may establish legal entities/enterprises.
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Interactive rule
9. Legal protection

As previously mentioned, it is a constitutional right of municipalities to manage their own affairs independently; under State supervision. The Constitution also prescribes that some of the public tasks should be allocated to the local governments and that the Danish Parliament decides how much should be allocated. None of the legal remedies mentioned for scores 2 and 3 exist. 
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10. Administrative supervision

Formally, supervision aims at controlling only legality of municipal decisions and service provision, but in practice supervision has become more detailed and extensive over the last decade; the concept of legality has been stretched.
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11. Central or regional access

There are no formal mechanisms of municipal representation at the central level, but an institutionalized system of continuous consultations between the national government and Local Government Denmark (LGDK) has been in operation since 1979. The system allows for negotiations between local and central government and serves as the basis for calculating and negotiating economic compensations to municipalities for changes in tasks as well as the basis for the yearly economic agreements between LGDK and the central government. The system is based on multiple low and high-level meetings between LGDK and the respective ministries; sometimes involving ministers with the relevant portfolios and – in particular regarding the economic agreements – the minister of finance. This system is an important channel of influence for local government. The municipalities have no formal representation at regional level, but hold seats in a number of coordinative bodies responsible for coordinating regional and local activities within health care, specialised social tasks and special needs education.
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