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Local Autonomy Index for the European countries (1990-2014): Bulgaria (BGR)

In 1990 local governments in Bulgaria inherited their place in the structure of governance, their structure and powers from the socialist state, which was highly centralized. That is why a process of decentralization has been conducted for more than a decade (Slaev, 2007).

Local autonomy in Bulgaria is legally protected by the Constitution (1991), which describes the Republic of Bulgaria as “a unitary state with local self-government” (article 2, paragraph 1). The territory of the Republic of Bulgaria is now divided into 28 regions (oblasti) and 265 municipalities (obshtini).
The Constitution (1991) gives the municipality the status of a legal entity (article 136, paragraph 3) with respective property rights (article 140) and the right to independently dispose of its autonomous budget (article 141, paragraph 1). This statement is further confirmed by the Law on Local Self-Government and Local Administration (article 14). The municipality is legally defined as “the fundamental unit of local self-government” (Constitution, article 136, paragraph 1) and “basic administrative-territorial unit for implementing the local self-government” (Law on Local Self-Government and Local Administration, article 2, paragraph 1). The bodies of local self-government (Municipal Councils and Mayors) are elected directly by the local population for a four-year mandate.

The regional level has never been considered a part of the local self-government, but rather a subdivision (deconcentrated administration) of the central government. Region is an administrative territorial unit entrusted with the conduct of a regional policy, the implementation of state government on a local level, and the ensuring consistency of national and local interests (Constitution, article 142).

A regional governor, appointed by the Council of Ministers and aided by a regional administration governs each region. The regional governor shall ensure the implementation of the state’s policy, the safeguarding of the national interests, law and public order, and shall exercise administrative control (Constitution, article 143).
Self-rule
1. Institutional depth
The municipalities in Bulgaria have had the right to independently dispose of its own autonomous budgets since 1991 (Constitution, article 141; Law on Local Self-Government and Local Administration, article 14), but the introduction of a consistent legal framework for a coherent model of local finance was substantially delayed, being passed only in 1998 (Law on Municipal Budgets). From 1991 to 1998, local finances were regulated on the basis of articles in Chapter 7 of the Law on Local Self-Government and Local Administration, “Property and Finance of the Municipality,” where the texts were formulated very generally and vaguely. In addition, there have been permanent amendments and addenda to the normative bases of fiscal policy at the municipal level. According to these legislative texts, municipal budgets were completely dependent on the discretion of the central government (both legislative and executive), such that the constitutional principle of local self-government and the autonomy of local powers was not consistently and entirely followed (Minkova, Stefanova, Kolarova, Dimitrov, 2006).

The major step in extending local autonomy was taken in 2002 by adopting the Concept and Program for Financial Decentralization. Implementation of the financial decentralization program has brought a number of legislative changes. The Law on Municipal Budgets was amended in 2003 in order to rearrange the expenditure responsibilities between the state and the municipalities. The tasks performed by municipalities were divided into local tasks and mandated tasks, delegated by the state to the municipalities (Markiewicz, 2006; Minkova, Stefanova, Kolarova, Dimitrov, 2006). 

According to the Law on Municipal Budgets (Additional provisions, § 1) "local activities" are activities that municipalities implement and fund on the basis of law and/or the Municipal Council decision, and independently determine their type, quantity and quality. “Delegated activities" are activities for provision of state public services to which the population should be provided with equal access in accordance with current legislation. In 2013, after the abrogation of the Law on Municipal Budgets, these statements were confirmed by the Law on Public Finance (Additional provisions, § 1). Currently, as "local activities" are defined the activities of providing public and other services that municipalities provide on the basis of law and/or decision of the Municipal Council and are not funded as delegated by the state. 

In brief, during the period 2003-2014 local authorities have been free to take on any new tasks, not assigned to other levels of government.
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2. Policy scope
Public Sector Expenditure in Bulgaria (1995-2014)
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Article 11 of the Law on Local Self-Government and Local Administration (1991) broadly defined local self-government in a municipality as “the right of the citizens, or of their elected bodies with such terms of reference as conferred thereon, to resolve issues relating to: 
1. Municipal property, municipal enterprises, municipal finances, taxes and fees, and municipal administration;

2. The organization and development of the municipal territory and its component inhabited places;

3. Education, including: pre-school, primary, basic, and secondary;

4. Health, including: out-patient and hospital care, health prevention, community care, and sanitation;
5. Culture, including: community clubs, theaters, orchestras, libraries, museums and museum collections, amateur art, rituals, local traditions, and customs;

6. Public works and utilities, including: water and sewer, electricity, heating, telephone, streets and squares, parks and gardens, street lighting, green spaces, adjustment of river courses and gullies, domestic waste disposal, local public transport, local bath-houses, laundries, hotels, garages, and cemeteries;

7. Social assistance, including: social care and allowances, social housing, and other similar activities of local importance;

8. Protection of the natural environment and rational use of the natural resources of local importance;

9. Conservation of cultural, historic, and architectural monuments of local importance; and

10. Sports, recreation, and tourism of local importance.”
The Law on Local Self-Government and Local Administration made no distinction between mandatory and optional tasks of local government; in fact, such notions were not applicable (Minkova, Stefanova, Kolarova, Dimitrov, 2006). The article 11 of the Law on Local Self-Government and Local Administration was abrogated in 2003, when the Law on Municipal Budgets was amended in order to rearrange the distribution of the expenditure responsibilities between the state and the municipalities.

Education 

Local governments are traditionally involved in the provision of services in the scope of education, including pre-school, primary, basic, secondary and professional schools, as part of the state delegated activities (Council of Ministers, 2012). 
Minister of Education and Science is a specialized body to manage the public education system. The schools in Bulgaria are state, municipal and private. Municipal schools are established, transformed and closed by the Minister of Education and Science on the proposal of the municipal council. The positions of directors of the state and municipal schools shall be occupied on the basis of competition. The Minister of Education and Science concludes and terminates employment contracts with directors of state schools, while the Head of the Regional Inspectorate of Education (a territorial administration at the Minister of Education and Science for the management and control of the public education system) concludes and terminates employment contracts with the directors of municipal schools. The commission for conducting the competition for directors of the municipal schools includes representatives of the municipal administration appointed by the Mayor. (Law on National Education, 1991).
Since 01.01.2008 all state and municipal schools apply a system of delegated budgets entitling the director of the school to determine the number of staff and individual remunerations, according to the approved budget of the school. The funds from the state budget for the activities of education and training of pupils in state and municipal schools are determined on the base of uniform expenditure standards for one pupil approved by the Council of Ministers. The funds are provided to the local governments through the transfer system. Municipalities allocate the funds to schools on the base of formulas. The main components of each formula are the uniform state expenditure standards and the number of pupils in the respective schools. Additional components of the formula can be objective geographic, demographic and infrastructure indicators defining the differences in costs for a pupil, or indicators reflecting national and municipal educational policy. At least 80% of the funds must be allocated on the base of the main components. The Mayor has the right to control the spending of funds, allocated to the municipal schools. The buildings of the municipal schools are public municipal property, so local government is fully responsible for the construction and maintenance of the municipal school buildings (Law on National Education, 1991).

Social assistance 
Local governments are traditionally involved in the provision of wide range of services in the scope of social assistance, mainly as activities, delegated by the state, including specialized social institutions (homes for the children, elderly, people with disabilities), day care centers for elderly, children and adults with disabilities, centers for social rehabilitation and integration, centers for temporary accommodation, centers for community support, shelters, protected homes, crisis centers, personal assistants for people with disabilities, etc. Though the quality and financing of the services is controlled by the state, the municipality bears the political and administrative responsibility for their provision. Local activities in the scope of social assistance are limited to the programs for temporary employment, public canteens, clubs of the pensioners, clubs of the disabled, etc. (Council of Ministers, 2012).

Health 
Until 1999 the management and control of the health system in Bulgaria was carried out by the state and financing of the system was at the expense of the state budget. In 2003 most of the public health services were transferred to the National Health Insurance Fund (Markiewicz, 2006). 

The Emergency Centers are established and financed by the state. The primary health services are provided by so-called general practitioners. Each person with health insurance can choose a personal general practitioner, who is paid by the National Health Insurance Fund (Ministry of Finance, 2005). 

The medical establishments can be state, municipal and private. The local governments can establish (with decision of the municipal councils and upon approval of the Minister of Healthcare) medical establishments for primary health services (such as diagnostic and consulting centers, health centers, dental centers, etc.), municipal hospitals, dispensaries, homes for medical and social care, centers for mental health, centers for dermatology and venereal diseases, oncological centers, dialysis centers. Municipal medical establishments are established as commercial companies (limited liability companies or joint stock companies) in which the municipality holds at least 50 percent of the capital. Municipal Council exercises the rights of the municipality as the sole shareholder in the medical establishments - sole commercial companies. In medical institutions - commercial companies in which the local government is a partner or shareholder, the municipality is represented at the General Meeting of Partners/Shareholders by the person/persons designated by decision of the Municipal Council. Local governments are responsible for construction and maintenance of the municipal medical establishments (Law on Medical Establishments, 1999; Sofia Municipal Council, 2010).
The directors of the municipal medical establishments are appointed on the base of competition, according to the terms and conditions regulated by the Ordinance No 9/26.06.2000 of the Ministry of Healthcare. The results of the competition is approved by the Municipal Council. The Mayor of the municipality appoints the commission for conducting the competition, concludes and terminates employment contracts with the directors of municipal medical establishments. The directors appoint the staff of the medical establishments and determine their salaries, according to the requirements of the Law on Medical Establishments (1999) and ordinances of the Ministry of Healthcare.

The primary source for funding of the public health services is the National Health Insurance Fund on the base of methodology for valuation and payment of medical services, provided by the medical establishments. Municipalities can additionally finance municipal medical establishments with targeted subsidies approved by the municipal budgets. The subsidies are granted for acquisition of tangible fixed assets, renovation, IT systems, financial recovery of hospitals, and for medical establishments located in areas with increased health risk (Law on Medical Establishments, 1999). 

Land-use 
The process of decentralization in the area of spatial planning and land-use started in the beginning of 1990s with certain measures towards enhancement of the rights and responsibilities of municipalities to initiate, prepare and approve the spatial plans of their territories. The legal framework in urban and regional planning in Bulgaria is formed by the Law on Spatial Planning of the Territory (2001), which replaced the Law of Spatial and Urban Planning (1973). 

A clear, hierarchical three-tier structure of planning is established. Spatial Planning Schemes correspond to the highest tier – the national and regional level – which falls within the responsibilities of the Ministry of Regional Development and Public Works and the regional authorities (the regional governor and councils). General Urban (Development) Plans of municipalities, towns and settlements correspond to the second tier of planning and Detailed Urban Plans correspond to the third and lowest tier. Municipalities are responsible for the elaboration, adoption and implementation of these two types of plans (Slaev, 2007).

Local governments are fully responsible for administering building permits and zoning. The building permits are issued by the chief architect of the municipality, under the provisions of the Law on Spatial Planning of the Territory (2001). The zoning is decided under the general and detailed urban development plans, which are within the responsibilities of the local governments.

Public transport 
The local authorities are fully responsible for the provision of public transport services (Minkova, Stefanova, Kolarova, Dimitrov, 2006).

Housing 

In 1996, the Law on Municipal Property was enacted, which separates municipal property from state property. As a result substantial amounts of real estate have been transferred from central government to local authorities. Unlike other transition countries, Bulgaria began its democratic development with 91% home ownership, so the transfer of dwellings from state to the municipalities in 1996 did not considerably affect both the housing ownership and the tenure structures. Municipal housing stock was scattered over many locations both attractive and repellent. Some dwellings were quickly sold to sitting tenants; others were retained. The home ownership structure is 96.7% private and 3.3% public dwellings. Local governments are fully responsible for housing socially-disadvantaged families (Bobcheva, 2010b).

In addition, local governments are fully responsible for the provision of the following public works and utilities in the scope of housing and town development: management, control and regulation of housing construction and territorial development, water and sewage, streets and squares, parks and gardens, street lighting, green spaces, adjustment of river courses and gullies, street cleaning, waste collection and disposal, maintenance of cemeteries, etc. (Council of Ministers, 2012).

Police

During the period 1990-2009 the police has never been within the competences and responsibilities of the local governments in Bulgaria. In 2010 an ordinance of the Ministry of Interior stipulated the establishment of the “Municipal Police” units in the Republic of Bulgaria. Units "Municipal police" are created by contracts between the Mayors and the Directors of Regional Directorates of the Ministry of Interior. The “Municipal Police” units belong to the structures of the Ministry of Interior, but are directly subordinated to the Mayors. However, the municipal police officers cannot be assigned tasks other than those specified in the above mentioned ordinance of the Ministry of Interior. The financial and logistical support for the municipal police officers (salaries, social insurance payments, uniforms, equipment, weapons, etc.) are calculated at the rates determined for civil servants in the Ministry of Interior, but are entirely provided by the municipal budgets (Ministry of Interior, 2010, 2015). The first “Municipal Police” unit was established in 2011.

Caring functions

The local authorities have exclusive competencies and are able to decide and act on their own discretion in the provision of some caring services: the organization and maintenance of kindergartens and nurseries, children's kitchens, home care services for the elderly and handicapped people (social patronage), etc. Though the quality of the services is controlled by the state (on the basis of legally introduced standards), the municipality bears the political and administrative responsibility for their provision (Council for Decentralization, 2005, 2009, 2011, 2014: Council of Ministers, 2012).
3. Effective political discretion

Education 

Education (pre-school, primary, basic, secondary and professional schools) is a basic function of the municipalities, which involves approximately 30-40% of the local budgets (Council for Decentralization, 2009, 2014). However, local governments have very limited real authoritative decision-making in the scope of education (Council of Ministers, 2012; Council for Decentralization, 2014).

The schools in Bulgaria are state, municipal and private. The specialized body to manage the public education system in Bulgaria is the Minister of Education and Science. Municipal schools are established, transformed and closed by the Minister of Education and Science on the proposal of the municipal council. The buildings of the municipal schools are public municipal property (Law on National Education, 1991).

Local governments have never had real decision-making powers in the scope of teachers’ employment and payment. In the period 1990-2007 the teachers were employed by the Head of the Regional Inspectorate of Education (a territorial administration at the Minister of Education and Science for the management and control of the public education system). Since 2008 all state and municipal schools apply a system of delegated budgets entitling the director of the school to determine the number of staff and individual remunerations, according to the approved budget of the school (Law on National Education, 1991). 

Social assistance 
In 2003 most of the public services in the scope of social assistance was centralized by the Ministry of Labor and Social Policy (Markiewicz, 2006). The quality, quantity and access to the social services is controlled by the state (on the base of legally introduced criteria and standards). Local governments have influence on social services of minor importance (Council of Ministers, 2012).

Health 
Local governments can decide on the construction and maintenance of the municipal medical establishments. The basic requirements for the organization and functioning of all the medical institutions (state, municipal and private) are determined by the Ministry of Healthcare (Law on Medical Establishments, 1999).

Land-use 
The local governments can decide on building permits and zoning on municipal territory (Law on Spatial Planning of the Territory, 2001).

Public transport 
The local authorities have exclusive competencies and are able to decide and act on their own discretion in the provision of public transport (Minkova, Stefanova, Kolarova, Dimitrov, 2006). Local governments can fully decide on range and level of public transport services offered. For the provision of public transport services local governments establish municipal enterprises.

Housing 

Local governments are able to decide and act on their own discretion in the provision of the following public works and utilities in the scope of housing and town development: water and sewage, streets and squares, parks and gardens, street lighting, green spaces, adjustment of river courses and gullies, street cleaning, waste collection and disposal, maintenance of cemeteries, management, control and regulation of housing construction and territorial development (Council of Ministers, 2012). Local governments pay special attention and have real authoritative decision-making in housing socially-disadvantaged families (Bobcheva, 2010b).

Police

During the period 1990-2009 the local governments in Bulgaria have never had influence over the decision-making in the scope of police. In 2010 an ordinance of the Ministry of Interior stipulated the establishment of the “Municipal Police” units in the Republic of Bulgaria. 

Units "Municipal police" perform tasks related to the protection of public order, security of facilities, traffic control and support the implementation of the control and administrative penal activity of local governments. The “Municipal Police” units belong to the structures of the Ministry of Interior, but are directly subordinated to the Mayors. However, the municipal police officers cannot be assigned tasks other than those specified in the ordinance of the Ministry of Interior. 

In addition, local authorities should agree together with the respective Directors of Regional Directorates of the Ministry of Interior and Heads of the Regional Police Departments on priorities and coordinate the tasks related to the protection of public order in the municipalities (Ministry of Interior, 2010, 2015). Local authorities should coordinate the tasks related to the traffic police services with the Traffic Police Department at the Ministry of Interior.

Caring functions

The local authorities are able to decide and act on their own discretion in the provision of some caring services: the organization and maintenance of kindergartens and nurseries, children's kitchens, home respite care (social patronage), etc. Though the quality of the services is controlled by the state on the basis of legally introduced standards, each municipality builds upon the set of legal and regulatory standards, and provides additional activities or services, according to user needs on the one hand, and according to its own financial and organizational capabilities on the other hand. These services are within the scope of local activities, for which municipalities make independent decisions, tailored to the needs and expectations of the local community (NAMRB, 2007).

4. Fiscal autonomy

In the period 1990 – 2007 Bulgaria retained a highly centralized fiscal system. The local authorities had no tax autonomy. According to the Constitution (1991), it was the prerogative of the Parliament to determine the taxes by type and rate. (Minkova, Stefanova, Kolarova, Dimitrov, 2006).
In 2007, due to the amendments of the Constitution (article 141, paragraph 3), municipalities were given the authority to set local tax rates within certain legal limits, stipulated by the Law on Local Taxes and Fees. However, local governments are still not allowed neither to define local tax base, nor to provide additional (or remove the existing) legal alleviations for the taxpayers (Stoilova, 2009).

Presently local taxes in Bulgaria consist of property tax, tax on vehicles, inheritance tax, donation tax, tax on the real estate and movable property purchase, patent tax and tourist tax (Law on Local Taxes and Fees, article 1, paragraph 1).
A notable feature of the Bulgarian tax system is the relative insignificance of the property tax (Bogetić, 1997). This is due to a twofold reason. Firstly, the tax rates are quite low and vary between 0.1‰ and 4.5‰, imposed on the so-called tax valuation of the immovable property. Secondly, there are extremely large exemptions, including all the properties, used as basic residences of their owners, which pay only 50% of the property tax. As a result property tax revenues have never exceeded 1% of the GDP (Stoilova, 2010a).

As a whole the taxes, assigned to the local governments are of minor importance for the Bulgarian tax system. The share of local taxes in the consolidated tax revenues has not exceeded 3.0% for the period 1990-2014 (Ministry of Finance, 2015b).
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5. Financial transfer system
Although the Law on Local Self-Government and Local Administration (1991) provided local governments with formal autonomy, in practice, local governments were allowed to have their own budgets for the first time in 1992 (Bogetić, 1997). 

The transfer system in Bulgaria is annually regulated by the respective State Budget Acts. In the period 1990-1992 the Ministry of Finance centralized the deficits and surpluses of municipal budgets (Ivanov, 1998). Municipal budgets were actually separated from the central budget in 1993 with the introduction of the Methodology of Determining the Budgetary Relations between the Central Budget and Municipal Budgets (OECD, 2002). This new financial transfer system was based on so-called “objective criteria” for the local expenditure needs (Ivanov, 1998). Until 2002 a practice has been affirmed for municipalities to receive huge amounts of ad hoc transfers, allocated in the course of the financial year (apart from those determined by the State Budget Act). The allocation of so-called “additional subsidies” was a result of the significant shortage of financial resources of municipalities and the impossibility through the legally defined revenues to finance the legally defined expenditure responsibilities concerning the provision of local public services. The larger part of the subsidies was provided as general subsidies (Tchavdarova, Ivanov, Savov, 2002).
Major reforms in the field of transfer system were introduced in 2003. The tasks performed by municipalities were conditionally divided into municipal tasks (to be provided by local revenues) and tasks delegated by the state to the municipalities (to be provided by shared taxes and state subsidies). The Law on Municipal Budgets was amended in 2003 in order to rearrange the expenditure responsibilities between the state and the municipalities. (Markiewicz, 2006; Minkova, Stefanova, Kolarova, Dimitrov, 2006).
The State Budget Act of 2003 restructured the fiscal relationship with municipalities by introducing two types of subsidies from the state budget: one to finance state delegated activities in the scope of education, healthcare, culture, social welfare and social services, based on centrally adopted expenditure standards, and another to secure the minimum resources for local activities. (Markiewicz, 2006; Minkova, Stefanova, Kolarova, Dimitrov, 2006).
In 2002, 75% of the state transfers were unconditional and 25% were targeted. After the reform, shared tax revenues and the general supplemental subsidy were transmuted into strictly targeted funds, along with the target subsidy for capital expenditures, so that since 2003 the conditional transfers became dominant and formed up to 90% of the intergovernmental transfers. The equalizing subsidy remained the only unconditional transfer granted to municipalities (Ivanov, Savov, Kirilova, Nenova, 2003; Stoilova, 2007). For the period 2004-2014 conditional transfers varied between 86% and 93% of the financial transfer system (NALAS, 2014; Council for Decentralization, 2014).
CODING

Bulgaria scores 0.
6. Financial self-reliance

Bulgarian local governments generate own revenues from three main sources: local taxes, local fees and other local revenues (such as local activities — rents, sales, fines, interests, confiscation, leftovers, etc.). At the same time the revenues can be classified as really own sources only when local governments have certain discretion upon it.

In the 1990s municipalities were overly dependent on transfers from the central government (subsidies and shared taxes). Intergovernmental transfers form between 78–90% of all local budget revenues (Tchavdarova, Ivanov, Savov, 2002). Therefore own sources yield between 10% and 22% of the total revenues, but local governments have no real influence on the local taxes and fees levy.

The Law on the Local Taxes and Fees, in force since the beginning of 1998, contributed significantly to the increase of local revenues. It updated local tax bases and allowed local governments to set the rates of the local fees within certain legal limits. Consequently, own sources yield 18.2% (1999), 17.5% (2000) and 20.4% (2001) of the municipal revenues. For the same period the revenues from sources within local government discretion vary between 13.1% and 15.5% (Ivanov, Bachvarova, Mincheva, 2002).

At the end of 2002, in line with the Fiscal Decentralization Program, the Law on Local Taxes and Fees was amended, and local authorities were assigned full legal rights to determine the base and size of local fees, by application of the cost-recovery principle, as well as to implement local social and economic policy by providing appropriate exemptions and determining the collection procedures. Due to these legislative amendments, the revenues raised by the municipalities from their own sources increased significantly (Minkova, Stefanova, Kolarova, Dimitrov, 2006; Markiewicz, 2006; Stoilova, 2007). As a result own source revenues reached 23.7% in 2002, 32.2% in 2003 and 35.7% in 2004, but the revenues from sources within local government discretion were respectively 16.8%, 23.0% and 26.8% (Ivanov, Savov, Kirilova, Nenova, 2003; Council for Decentralization, 2005).
Until 2005 municipalities did not play any role in tax collection, as all of the local taxes and some local fees were collected by the Regional Tax Offices. Pursuant to the amendments to the Law on Local Taxes and Fees, the municipalities took over the collection of tax revenues. Since 1 January 2006 municipal administrations were granted the exclusive right to collect local taxes and fees (Markiewicz, 2006). Consequently, own source revenues increased and varied between 33.5% and 35.8% for the period 2005-2007, while the revenues under local control were respectively 23.6% - 24.8% (Council for Decentralization, 2007, 2009).
In 2008 local governments were assigned the right to set local tax rates within legal limits, which increased the financial self-reliance of local governments; however, the share of own-source revenues has never exceeded 50% of total revenues. In the period 2008-2014 own sources yield between 32.4% and 37.1% of total revenues, with only exception in 2009 (29.3%), mainly due to the negative impact of the economic crisis (Council for Decentralization, 2009, 2011, 2014).
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7. Borrowing autonomy

In the 1990s local governments had the general power to borrow under the Law on Local Self-Government and Local Administration (1991) in the form of municipal bond issues, loans from financial institutions, interest-free loans from the State budget, loans between municipalities and loans from off-budget funds (Tchavdarova, Ivanov, Savov, 2002). However there were many gaps in the existing regulations, which did not allow the implementation of successful bond issues and bank credits. Commercial banks were unwilling to provide long-term financing to municipalities, due to their deteriorated financial state, the uncertain macroeconomic framework, and the impossibility to apply traditional bank instruments to the specifics of public finance (Ivanov, Tchavdarova, Savov, Stanev, 2002).
In 1998, the Law on Municipal Budgets was passed and local government were allowed for the first time to form municipal budgetary deficit and municipal debt; until then deficit and debt were formed only at national level (Popova, Nenkova, 2000). The Law on Municipal Budgets allowed Bulgarian municipalities to budget for deficits up to 10 percent from the projected budgetary revenues. This deficit could be financed through: emission of securities; municipal bonds; loans from financial institutions and other sources and off-budgetary funds (Popova, Nenkova, 2000; Bobcheva, 2010a). The borrowing purpose was limited as a municipality has no right to borrow for costs of a general nature such as paying wages or running current expenses (Markiewicz, 2006).
In 2003, an amendment of the Law on Municipal Budgets established a budgetary section for debt and prohibits debt to balance current budgets (Markiewicz, 2006).

In 2005, the Law on Municipal Debt was adopted, which provided a comprehensive legal framework for municipal borrowing. According to the law municipal debt shall be incurred only by a resolution of a Municipal Council. Municipal debt comprises: issues of municipal securities; debt incurred by municipal loan contracts; debt of municipal-owned enterprises; municipal guarantees that have become due; interest-free loans under the Law on Public Finance (2013) for temporary shortage of funds in the budgets of municipalities; interest free loans extended by the central government budget, including those to co-finance programs by the EU; financial leasing and other forms of debt under Council Regulation (EC) № 479/2009 of 25.05.2009 on the application of the Protocol on the excessive deficit procedure, annexed to the Treaty for establishment of the European Community (article 3).
The distinction has been made between short term and long term debt according to its purpose. Short-term debt may be incurred in order to finance current expenditures but has to be redeemed before the end of budget year (article 5). Long-term debt may be incurred to finance investment projects, to refinance existing debt, to prevent and mitigate the effects of force majeure, to meet payments made under municipal guarantees that have become due and municipal projects for public-private partnership (article 4). Municipalities may incur debt in foreign currencies without any additional approval (article 8). 
The maximum debt-service ratio was initially set by the Law on Municipal Debt (2005, articles 11 and 12); since 01.01.2014 it is regulated by the Law on Public Finance (articles 32). Currently, the annual amount of payments on the municipal debt during each particular year may not exceed 15% of the average sum of revenues from a municipality’s own sources and the equalizing subsidy, calculated on the base of the last three-years audited reports on the implementation of the municipality budget, and the nominal value of the municipal guarantees issued may not exceed 5% of the same amount, calculated on the base of the last audited report. In addition the consolidated public debt is restricted to 60% of the GDP (Law on Public Finance, article 29).
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8. Organisational autonomy

The organizational autonomy of local government in Bulgaria is stipulated in the Constitution (1991). Chapter 7 of the Constitution deals exclusively with the local self-government and the local administration. It regulates the separation of powers between the legislative body (Municipal Council) and the executive (Mayor). 

According to the Constitution, the body of local self-government in the municipality is the Municipal Council, which is elected by local population and has a mandate of four years (article 138). The Municipal Council comprises of the elected councilors, the number of which depends on the population registered in the municipality (Law on Local Self-Government and Local Administration, article 19). 
The Mayor is the executive arm of the municipality. He is elected directly by the local population for a four-year term of office (Constitution, article 139, Law on Local Self-Government and Local Administration, article 38). Local governments cannot decide on the electoral system, which is regulated by law (Law on Election of Members of Parliament, Municipal Councilors and Mayors, 1991; Law on Local Elections, 1995; Electoral Code, 2011; Electoral Code, 2014). The first democratic local elections were held in late October 1991 together with the parliamentary elections (Kapitanova, Minis, 2003).

The Mayor appoints Deputy Mayors and determines their functions. The number of Deputy Mayors depends on the population registered in the municipality (Law on Local Self-Government and Local Administration, article 39).
Operation of the Municipal Council and the Mayor is supported by the municipal administration. Municipal personnel have status as civil servants (Drumeva, 2001). The Mayor appoints and dismisses municipal administration (Law on Local Self-Government and Local Administration, article 44). The Municipal Councils have the legal powers to determine the structure and the number of employees in the municipal administration, as well as their salaries, on a proposal from the Mayor (Law on Local Self-Government and Local Administration, article 21). However, many centrally determined legal requirements and restrictions exist (Ivanov, Tchavdarova, Savov, Stanev, 2002). Although the Municipal Councils may decide on the structure of the local administration and the number of administrative staff, the Council of Ministers (the Government) is authorized to determine the maximum number of administrative positions and the funds for salaries, provided by the state budget, according to the municipality size (number of inhabitants) (Minkova, Stefanova, Kolarova, Dimitrov, 2006; Council of Ministers, Decision No 327/25.04.2012). 
Legislative basis of municipal property are the Constitution and the Law on Local Self-Government and Local Administration, which for the first time, at least from a legal point of view, drew a dividing line between the notions of state property and municipal property in 1991. Moreover, the Law on Local Self-Government and Local Administration allowed local governments to establish legal entities and municipal enterprises (article 21, paragraphs 9 and 15). 

However, a clear mechanism for the establishment and protection of the municipal ownership right was put in place in 1996, with the adoption of the State Property Act and the Municipal Property Act. These laws provide clear distinction between municipal and state property, indicating the ways in which the ownership can be proved in case of a dispute between state and municipality (Bobcheva, 2007; Stoilova, 2010b). 
Because municipal property in Bulgaria is extremely heterogeneous it is legally divided in public and private municipal property (Municipal Property Act, article 3). Because public property is basically intended to ensure the implementation of mandatory functions of local governments, it cannot be alienated (sold, mortgaged, exchanged or included as a part of the capital stock of municipal enterprises); moreover, there are strict limitations on its usage and management. Private municipal property includes assets that belong to the private domain. Under the guidance of the principles of strategic asset management, private municipal property can become a vehicle of local economic development, allowing municipalities to act as entrepreneurs (Bobcheva, 2007; Stoilova, 2010b).
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Interactive rule
9. Legal protection

Local autonomy in Bulgaria is legally protected by the Constitution. According to the Constitution (in force since 13.07.1991), “The Republic of Bulgaria is a unitary state with local self-government” (article 2, paragraph 1). Chapter 7 of the Constitution deals exclusively with the local self-government and the local administration. It regulates the separation of powers between the legislative body (municipal council) and the executive (mayor) and gives the Supreme Administrative Court and the Constitutional Court the authority to decide, respectively, on disputes over competencies between municipal authorities and between the municipal and central authorities (Minkova, Stefanova, Kolarova, Dimitrov, 2006).

The Constitution (1991) gives the municipality the status of a legal entity (article 136, paragraph 3) with respective property rights (article 140) and the right to independently dispose of its autonomous budget (article 141, paragraph 1). This statement is further confirmed by the Law on Local Self-Government and Local Administration (article 14). The municipality is legally defined as “the fundamental unit of local self-government” (Constitution, article 136, paragraph 1) and “basic administrative-territorial unit for implementing the local self-government” (Law on Local Self-Government and Local Administration, article 2, paragraph 1). 
In addition local autonomy is constitutionally protected by the statement that “Municipal boundaries shall be determined after consultation with the population” (Constitution, article 136, paragraph 2). Moreover, the Law on Administrative and Territorial Division of the Republic of Bulgaria (1995) determines the legal criteria and prescribes procedures for creating new municipalities by merging or splitting the existing local governments, which necessarily includes general referendum in the concerned settlements (article 9, article 27).
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10. Administrative supervision

The administrative supervision of local government is regulated by the Constitution (1991). The regional governor is appointed by the Council of Ministers (the Government) in order to provide implementation of state policy, protect national interests, law and public order, and exercise administrative control (article 143). At the same time article 144 stipulates that state authorities and their territorial offices “shall exercise control over the legality of the acts of the bodies of local government only when authorized to do so by law”.
According to the Law on Administration (article 29), the regional governor is the sole executive governmental official within the region to be given power by the central government to guarantee consistency between national and local interests through the implementation of regional policy. The governor has veto power over the decisions of local government: he/she may block the execution of acts of Municipal Councils by appealing them to the regional courts. The Governor may also annul acts of the Mayors, who in their turn may appeal the annulment to the Supreme Administrative Court (Minkova, Stefanova, Kolarova, Dimitrov, 2006).
However, Municipal Councils may challenge in court any acts and actions that violates their rights (Constitution, article 145).
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11. Central or regional access

The Law on Local Self-Government and Local Administration (1991) allows municipalities to form associations to protect their common interests. However, government remained highly centralized in the period 1990-1996; local authorities have not been consulted by the central government, they did not have neither access to the higher-level decision-making, nor formal mechanisms of representation. 

The National Association of Municipalities in the Republic of Bulgaria (NAMRB) was established on December 11, 1996 by 1/3 of all Bulgarian municipalities. By the middle of 1997 the number of municipalities-members reached 2/3, which entitles the Association to be a legitimate representative of the local government and to represent and defend its interests (Law on Local Self-Government and Local Administration, article 9, paragraph 4). Since 1999 all the municipalities are NAMRB members (NAMRB, 2010).
Since its establishments, the NAMRB’s influence on the central government’s policy-making has gradually increased. In 1997 the forms of interaction between the Government and the NAMRB were negotiated. The Association represents the municipalities before state bodies, provides statements on legislative drafts for improvement of the legal framework in the scope of local self-government, prepares proposals on the municipal section of the state budget, etc. 

In 1998 NAMRB was officially accepted as a member of the International Union of Local Authorities and its European branch - the Council of European Municipalities and Regions. The same year for the first time NAMRB signed a protocol with the Ministry of Finance for consultations on the Draft State Budget in the part concerning the municipalities, which then became a regular practice.
In 1999 NAMRB started to develop its own draft amendments acts for the legislation in the scope of local self-government. In 2000 NAMRB signed agreements for cooperation with Ministries and Parliamentary Committees and hold meetings with the leaders of Parliamentary Committees to ensure better conditions for the municipalities in the State Budget. Representatives of NAMRB began to participate regularly in meetings of the Parliamentary Committee on Local Government, Regional Policy and Public Works.
In 2001 NAMRB signed Cooperation Agreement with the Government of the Republic of Bulgaria. The Cooperation Agreement regulates the priorities of joint work - decentralization of public sector and preparation of municipalities for Bulgaria’s accession to the European Union.
In 2002 NAMRB signed with the Ministry of Finance a program for gradual decrease of the unpaid expenditures of municipalities, as well as procedural rules for conducting negotiations on the draft State Budgets, in the part concerning municipalities. In the same year, the Concept and Program for Financial Decentralization were adopted with the crucial role of NAMRB. The Association had substantial influence on the development of Decentralization Strategies and Programs, adopted respectively in 2006 and 2010.
In 2006 NAMRB signed a Program for effective interaction with the Ministry of Finance and participated in the establishment of the Council on Decentralization, in which central and local authorities participate on a parity basis. In 2013 the Law on Public Finance stipulated that the draft of the schemes for the distribution of the equalization subsidy and target subsidy for capital expenditures shall be agreed with the NAMRB.
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