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Self-rule
1. Institutional depth
From a legal perspective, the transitional reforms of local self-government in Macedonia began with the adoption of the 1991 Constitution. The inherited model of local self-government at that time proved to be inadequate and restrictive in terms of development.
The 1991 Constitution guarantees the right to local self-government and includes it as one of the basic values of constitutional order of the country. It is single tier, with municipalities as units of local self-government with same degree of autonomy. The city of Skopje has been defined as a separate unit of local self-government. The citizens can establish neighbourhood units as narrow forms of self-organization.
Municipalities have their autonomy guaranteed in the performance of competencies as specified in the Constitution and the law. Local self-government laws have been passed: one in 1995 and one in 2002.
The new law, enacted in 2002 represents a qualitative change compared to the previous one, with a high number of functions, previously shared, now being guaranteed as inherently municipal functions. The idea behind giving the municipalities more power was to restrain the power of the central government and build the capacities of local self-governments to act as a counterbalance to the central authorities. On the other hand, with the beginning of the decentralization process, the burden of everyday, municipal competencies is taken off the central government. It is intended to enhance efficiency, ensuring faster, higher quality and low-cost services delivered to the citizens.

Under the Local Self-Government Law enacted in 2002, Macedonian municipalities are autonomous within the law to regulate and perform the activities of public interest and local significance. The said competencies are full and exclusive and cannot be taken away or limited except for cases specified in the law. The law also promotes the principle of subsidiarity, or in other words the rights of municipalities to perform within their regional jurisdictions those activities of public interest and local significance that are not excluded from their remit or that are not under the competency of the central authorities.
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2. Policy scope
Education: 1: According to 2002 Law on local self-government, organization and improvement of the education is in competence of municipalities. 
The Law regulates as local competencies: establishment, financing and administration of primary and secondary schools in conjunction with the central government and in accordance with the law, organization of transportation of students and their accommodation in student boarding facilities. As a decentralized competence, education is supported by block grants and capital grants. The block grants include expenditure related to salaries and costs pertaining to maintenance of buildings, goods and services. Each year the central government adopts a Decree on Methodology and Criteria for Distribution of block grants. Capital grants /investments are used for to finance investment projects on the basis of a program determined by the Government. 
But, we would like to stress that many municipalities are still lacking enough money to fulfill their legal obligation for free of charge pupil’s transport in primary and secondary schools. 

ZELS (Association of the Units of Local Self-Government) and municipalities argue that grants should be transferred to them so that they themselves, instead the central government can decide which investments will be financed. In fact, they would like to determine their priorities. 
Social assistance: 1. the municipalities are assigned social care of their own from 1991 Constitution (Article 115), but from 1991 till 2004 this was area where local and central responsibility overlaps and as co-financed was under strong State influence. Since 2004 the payment of social allowances is not only de jure, but also de facto in the hands of municipalities, being financed by block grants. 
Health:1: Management of the network of public primary health care organizations and facilities which are supposed to involve the local self-government in all boards of all publicly-owned health care providers, health education and promotion; preventive activities; health care for workers and occupational health; environmental health monitoring; monitoring of communicable diseases; care for special needs patients (e.g. mental health, child abuse, etc.) and other areas which will be specified with the law.
Land use: 1: Planning, issuance of permits to construct buildings of local significance as specified in the law on definition of space and land for construction is in local competence. Concerning pasture lands, forestry areas, coastal zones, archeological sites and other protected areas, state authorities are exclusively responsible. 
The Law on management of state – owned land was adopted and entered into force in July 2011. The management of the land is transferred to local authorities (including right to sell or lease). The income from the sale or lease of land is to be divided between the State (20%) and the municipality concerned (80%). This source of income is important in terms of revenue and will permit the municipalities to autonomously manage the public land situated on their territories. 
Public transport: 1: Local public transport is a mandatory municipal function since 1991. 
Housing: 0: No municipal competence for housing. The central government undertakes activities related to social cases housing financing apartment’s buildings for people with low income (social cases). 
Police: 0: Some elements of this central government competence are decentralized. In this sense, the municipal council: elects the head of the regional unit of the Ministry of Interior in the municipality, in accordance with the law and shall be elected if the majority of all municipal councils covered by the regional unit of the Ministry of Interior have voted for him/her; review and adopt the annual report on public safety on the territory of the municipality in the sphere of public safety and traffic safety.
Caring functions: 1: Law enumerates as local competencies: nurseries and elderly care facilities (ownership, financing, investments and maintenance); provision of social care for disabled people; children without parents and parental care; children with special educational and social needs; children from single parent families; homeless children; individuals exposed to social risks; drug and alcohol abusers; raising the awareness of the general public; housing for people at social risk; realization of rights to raise pre-school children. Performance of the said competencies is consistent with the social protection development program.
3. Effective political discretion

Education: 1: The municipalities decide about sites and construction of school buildings, while also obtaining more supervision responsibilities about the use of school buildings. 

Social assistance: 1: Municipal competence and municipal discretion about payment of social subsidies, but still existing state influence through financial support. 
Health: 1: The municipalities perform their legal competencies in primary health, but still depend on government grants. 
Land use: 1: is effective on municipal level, but the property transfer of land to local authorities would allow them to pursue a municipal development policy to be undertaken. 

Public transport: 1: There is local discretion about the option of organizing local public transport as well as about bus routes and bus stops within city borders 

Housing: 0: No municipal competence for housing 

Police: 0 No municipal competence for police

Caring functions: 1 the municipalities perform their legal competencies.
4. Fiscal autonomy

Municipal property contains of land, financial resources (money) and rights. The municipalities have the same expenditure responsibilities. Skopje as the capital city has special status and shared competencies with its constituent municipalities. The Law on Financing Unites of Local Self-Government of 2004 has opened the fiscal decentralization process. The next, 2005, with accordance with the above Law, municipalities started administering and collecting property tax and the tax on sale of property as well as certain local fees. The level of taxes and fees is determined by a lower and upper legal limit and the municipal councils can decide on the percentage that will be. 

Municipal sources of revenues are: 

local taxes established by law and administered by local bodies are the: property tax, the inheritance and donations tax, the real estate transaction tax, and 100% of the personal income tax of individual craftsman; 

Local fees which the local authorities determine and are entitled to collect are communal fees and administrative fees; 

Local charges, in particular construction land arrangement charge, charges for urban and spatial plans and communal services utilization charges; 

Property revenues: revenues from property sale or rent and interest rate revenues; 

Penalty revenues which are determined and collected as sanctions for the violations of municipality’s regulations;
Donations;
Loans (upon authorizations by the central government);
Subsidies from various funds, e.g. fund for economically underdeveloped areas, fund for communal activities and roads, fund for water pipes and sewages;
Grants: purpose grants, non-purpose-grants, block grants for expenditure, grants for capital investments, grants for delegated competencies;
Shared revenues are coming from the personal income tax (3 %) and the Value Added Tax (4.5 %);
The revenue of municipalities have been increased by sharing the income from concessions for exploitations of mineral resources ( 22% State-78% municipalities) and for the sale of construction land ( 20% State – 78 % municipalities) which is transferred from the Ministry for Transportations and Communication to those municipalities which fulfil certain criteria.
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5. Financial transfer system
Conditional financial transfers are dominant.
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6. Financial self-reliance

In most municipalities, own resources yield 30%. In bigger municipalities, 50% of the local revenues are from their own sources.
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7. Borrowing autonomy

In order to overcome the liquidity problems, the municipalities can take short-term and long- term loans (up to ten years) from the central budget. 

Pursuant to the Law on Local Self-Government, municipalities cannot go bankrupt, but the Law on Financing has provisions for declaring a state of financial distress. In this case, the Mayor declares by his/her decision the financial distress and informs the Municipal Council, the Ministry of Finance, the Ministry of Local Self –Government and ZELS thereof within three days. The next step is monitoring process, conducted by the Coordinating Body consisting of five members in order to overcome financial distress. The Mayor then submits a draft plan of measures that are implemented through the supplementary budget or the budget for the respective fiscal year. 

When take loans, municipalities are obligated to consult with the Ministry of Finance, which controls the level of borrowings and loans, as well as deficits of local budgets. 

The Parliament is involved in this process, because indented municipalities are considered to be part of the general public debt and municipal borrowing has to be approved by the Parliament. When municipalities are charged by commercial banks, only the opinion of the Ministry of Finance is needed. 

Municipalities borrow on long-term basis for financing capital projects and investments, for refinancing debts incurred to finance capital projects and investments, for liabilities incurred under guarantees or on the basis of loans from the central budget and elimination of consequences caused by natural disasters. Borrowing is limited: namely, annual instalments must not be higher than one third of the budget of the previous year.
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8. Organisational autonomy

Mayors are directly elected, and the electoral system is extensively and exclusively regulated by the Electoral Code. Municipalities can choose their organizational structure (0,5) following some general guidelines and a national legal framework. Municipalities can also establish legal entities and municipal enterprises (0,5) in the legal forms which are provided by national legislation. Public enterprises are established by municipalities for the purpose of performing services in the field of utilities infrastructure (water supply, sewerage waste, transportation). Municipalities can use their own property pursuant to the Law on Local Self –Government and the Public Procurement Law. Municipalities are allowed to hire their own staff and they determine the salary of their employees.
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Interactive rule
9. Legal protection

The municipalities are guaranteed judicial protection before competent courts with regard to the acts and activities of the organs of state administration and the Government of the Republic of Macedonia that impede the performance of competencies of the municipalities determined by the Constitutional and law ( administrative courts, regular courts and Constitutional Court ) 

The council as well as the mayor, may raise an initiative before the Constitutional Court for assessment of the constitutionality of the laws and the constitutionality and legality of the general acts of the ministries and the other organs of state administration with which the constitutional position and the rights of the municipality determined by the Constitution is infringed.
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10. Administrative supervision

Supervision is regulated in the Law on Local Self-Government (Articles 69-73). In the sphere of own competencies, supervision is limited to the legality and verification of local authorities financial operations in the performance of their functions. It is carried out by the Ministry responsible for the fulfilment of functions related to local self-government and by the State Audit Bureau as regards financial operations. The State Audit Bureau shall perform regular audit of the financial accounts of the municipalities, in accordance with law. The mayor is obligated, within 30 days of the day of their passing, to submit the reports for execution of the budget and the annual balance sheet of the municipality to the State Audit Bureau. The final report shall be submitted to the municipal organs and to the minster responsible for matters of local self –government. In the performance of delegated competencies, supervision includes an efficiency control which is carried out by the State administration. In case when for adoption of a regulation of the municipality, prior consent from other organ is required, that organ shall issue the same the latest within 60 days from the day when the draft regulation was submitted. In case the prior consent is not obtained within this deadline, the regulation shall be considered acceptable in the form proposed by the municipality. The main problems concerning supervision can be identified: Although the State Inspectorate for Local Self- Government is the main supervisory organ monitoring the legality of municipalities’ activities, line ministries are also included in some kind of supervision related to specific competences. Lack of coordination require concentration in one supervisory authority. Regarding the internal audits, technical qualifications and capacity seems to be a mayor problem.
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11. Central or regional access

The Law on Local Self Government (Article 78-80) prescribes that the municipalities shall be consulted on time and adequately in the procedure of planning and decision making on issues, which refer to them. The municipalities have to be consulted in the process of preparation of the spatial plan of the Republic. For coordination during the planning, programming and implementation of the policies in a particular spheres, the Government may sign agreements for cooperation with one or more municipalities in the spheres of mutual interest. The Parliament has to be informed about the agreements. 

In accordance with the Law on Local Self-Government, the Government is obligated to cooperate with the municipalities on the following issues: the laws that refer to the municipalities; the amount of general subsidy that shell be allocated to the municipalities during a current calendar year; the sources of financing of competencies. For the above cooperation a report shall be prepared and shall include issues that consent is reached for and issues for which there is no consent. The report has to be submitted to the Parliament. 

At national level, regional development and sectorial as well as macroeconomic policies are coordinated by the National Council for Regional Development, composed of 9 representatives from the responsible Ministries and of the 8 Presidents of the Regional Councils representing the regions, plus the President of ZELS. The NCRD is chaired by the Deputy Prime Minister responsible for Economy, while the Ministry of Local Self Government is the key actor regarding regional development. It determines the planning regions as responsible to determine the distribution of funds priorities, but the list of projects is decided by the NCRD upon criteria established by a by-law. There is also Committee for regional development that has been established within ZELS in order to facilitate the transfer of experience between the Planning regions and to express and protects their interests at national level. 
There are no regions in Republic of Macedonia. But, there are eight planning regions, as territorial and statistical units (NUTS). The State is obligated to stimulate balanced regional development, as well as rapid development of economically underdeveloped regions (Article 57 of the Constitution). In the Law on Balanced Regional Development, adopted in 2007, the main objectives are balanced and sustainable development, based on a polycentric model and reducing disparities between planning regions. With a decision on developing criteria and indicators, the planning regions are classified according to their degree of development, which is calculated by the index for socio-economic development and the demographic index (Official Gazette, no. 162/08). 

The Councils for Development of the Planning Regions are composed of mayors from the municipalities within the region and determine the regional development plans for the period of five years. Their implementation is through annual actions plans and project proposal financed from the central budget. At the same time, the councils monitor and evaluate the implementation.
CODING

Macedonia scores 0-1.
November 2015



