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Local Autonomy Index for the European countries (1990-2014): Latvia (LVA)

There are 119 single tier local governments in Latvia – 9 republic cities and 110 (novads) municipalities.
Till July 2009 there were two tiers local government system in Latvia and the administrative territorial division was the heritage from soviet period. Before July 2009 the total number of local governments in Latvia was 548, including 26 district governments (rajons) and 522 local governments (7 republic cities, 50 towns, 41 novads (municipalities) and 424 pagasts (rural municipalities)). The second tier of administrative territorial division embraced 33 administrative territories – the territories of districts and republic cities. The republic cities were included in both tiers of administrative territorial division at the same time. Besides till 1994 the capital city of Latvia – Riga city was organized as two tier local government system – Riga city council and six directly elected districts’ (rajons) councils.

In 1998 the Administrative Territorial Reform Law was passed and since couple years before the reform till 2009 several voluntary amalgamation cases of local governments were done. The reform was finished in July 2009 with new administrative territorial division that was accepted by the Parliament (Saeima) - the number of local governments was significantly reduced (till 118), and the district level as second level was abolished at all. In 2011 one local government was splinted in two and the current number of local governments in Latvia is 119.
In 2013 local governments total consolidated budget revenues were 1452 million EUR, total expenditures – 1536 million EUR, local government budget expenditures was 10% of gross domestic product (in 2014 – 9.8%).
Self-rule
1. Institutional depth
According the Law «On Local Governments» (1994): «A local government is a local administration which, through bodies of representatives elected by citizens – city or municipality council – and authorities and institutions established by them, ensures the performance of the functions prescribed by law, as well as the performance of tasks assigned by Cabinet according to the procedures specified by law, and local government voluntary initiatives, observing the interests of the State and of the residents of the relevant administrative territory».
Local governments in Latvia are responsible for very wide range of public functions. But the main obstacle to meet the residents’ needs is the insufficient amount of financial resources. However the financial capacity of local governments significantly differs in Latvia. 
Law «On Local Governments» (1994).
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2. Policy scope
Education 1.5 

One of the autonomous functions of local governments stipulated in the Law “On Local Governments” (Article 15 (4)) is: to provide for the education of residents (ensuring the specified rights of residents to acquire primary and general secondary education; ensuring children of pre-school and school age with places in training and educational institutions; organisational and financial assistance to extracurricular training and educational institutions and education support institutions, and others).
Local governments are responsible for maintenance of buildings, hiring support staff, appointing school director, employing teachers. Teachers’ salary is paid by the earmarked grant transfer from the state budget. Till 2010 local governments could pay additional salary to grant by the state, but after the crisis it was restricted, but now the problem is insufficient amount of local government resources. Education Law (1998).
Social assistance 1
One of the autonomous functions of local governments stipulated in the Law “On Local Governments” (Article 15 (7)) is: to ensure social assistance (social care) to residents (social assistance for poor families and socially vulnerable persons, ensuring places for old people in old-age homes, ensuring places for orphans and children without parental care in training and educational institutions, provision of overnight shelters for the homeless, and others).
There are two compulsory social benefits, what local governments have to provide (guaranteed minimal income, housing benefits), other social benefits is up to local policy. During economic crises half of GMI benefits was compensated from the state budget.

Major part of social services is provided by local governments, but besides local governments institutions some services are provided by the state. Social Services and Social Assistance Law (2002).
Health 0,5

One of the autonomous functions of local governments stipulated in the Law “On Local Governments” (Article 15 (6)) is: to ensure access to health care, as well as to promote a healthy lifestyle of residents and sport. The private health care entities are becoming more and more active. Medical Treatment Law (1997).
Land use 2 
It is a responsibility of local governments to work out the territorial plan (spatial plan) and to follow it. According the Law on Local Governments (Article 14 (2)): In order to perform their functions, local governments, in accordance with procedures laid down by law, have the duty to: prepare a development programme for the territory of the relevant local government, ensure the implementation of the territorial development plan and the administrative supervision of territorial planning.
One of the autonomous functions of local governments stipulated in the Law “On Local Governments” (Article 15 (13)) is: in accordance with the territorial planning of the relevant local government, to determine land utilisation and procedures for its development. There are general rules determined in the laws by the state and the trend to regulate land use from the centre and the trend of unification are increasing. Development Planning System Law (2008). Territorial Development Planning Law (2011).
Public transport 0.5

Only republic cities are responsible for public transport in their cities, for municipalities the state including planning regions are responsible for it. Till 2009 it was the responsibility of cities and district local governments. Private sector also is participating in the provision of public transport. Law “On Public Transport Services” (2007).
Housing 0.5 
One of the autonomous functions of local governments stipulated in the Law “On Local Governments” (Article 15 (9)) is: to provide assistance to residents in resolving issues regarding housing. The main obstacle to implement it in the amount regarding the residents need is the insufficient amount of the finance resources.
Police 0.5 
It is not a compulsory local governments’ function, local governments can form the municipal police voluntary and many do it. Significant part of local governments has its own municipal police. Law “On Police” (1991).

Caring 1

Local governments are responsible for kindergartens and for services for the elderly people, partly for handicapped people.
3. Effective political discretion

Education 1.5
Social assistance 1.5
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Land use 2 
Public transport 1
Housing 1
Police 0.5
Caring 1
4. Fiscal autonomy

There are no local government taxes in Latvia. The Law “On Taxes and Fees” (1995) stipulates that in Latvia there are only state taxes. Local government tax revenues are shares from four state taxes:

Real estate tax (share in local budgets - 100%);

Personal income tax (share in local budgets in 2014 – 80%);

Lottery and gambling tax (share from gambling in local budget – 25%, share from local scale lottery – 100%);

Natural resource tax (for pollution – 60%, share for radioactive waste – 30%, share for burning of dangerous waste and for mineral deposits – 100%).

The most important local governments’ revenue source is personal income tax share revenues. Total tax revenue share in local governments’ basic budgets in previous year’s forms 53.3 to 59.7% from basic budget revenues. The personal income tax revenues forms major part of total local governments tax revenues - 84.2%, real estate tax – 14.5%, bet natural resource tax – 0.8% and gambling tax – 0.5% (in 2014).

According the amendments of the Law “On real estate Tax” (1997) since 2013 local governments have rights to levy tax rate within corridor 0.2 to 3.0% (tax rate can exceed 1.5% only in cases if real estate has not managed according the rules). Besides local governments since the law was passed have rights to grant the tax relief.
Law “On Taxes and Fees” (1995).

Law “On Local Governments Budgets” (1995).
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5. Financial transfer system
There is rather high share of earmarked state grants in the local budgets - in recent years it has been around 20% from total revenues. Within earmarked grants composition main share is formed by teachers’ salaries. The co-financing of EU projects also is counted as earmarked grants.
The main transfers to local budgets are tax shares (see previous chapter) and they are unconditional. Besides since 1995 the local government finance equalization system operates and within it the amount of Local Government Finance Equalization Fund (what consists from local government contributions (what are dominating) and state budget grant) forms approximately 5-6% from total local government’s budget revenues.  In 2009 municipalities received significant grants for amalgamation.
Law “On Local Governments Budgets” (1995).

Law “On Local Governments Finance Equalization” (1998).
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6. Financial self-reliance

There are no local taxes in Latvia. As own sources of local governments could be considered local fees and revenues from property. It forms very small share from budget revenues.
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7. Borrowing autonomy

Local governments have right to borrow to finance capital expenditure only. Short-term borrowing is only allowed to cover a short term fiscal deficit and must be repaid within a fiscal year. Borrowing must be approved by the Local Government Borrowing and Guarantee Board, made up of representatives from several ministries, the Treasury, the Central Bank and the Association of Local and Regional Governments of Latvia. Municipalities can guarantee loans to companies if the local government share is up to 50 % in this company (65% for a joint municipal company). The total limit on the local government sector borrowing and guarantees is included in the annual State Budget Law and before it is negotiated between the Cabinet (government) and the Association of Local Governments.
Only one article of the Charter of Local Self Governments of Europe, what Latvia still has not accepted is Article 8.9 of the Charter – “For the purpose of borrowing for capital investment, local authorities shall have access to the national capital market within the limits of the law”. 
Law “On Local Governments Budgets” (1995).

Law “On Local Government Finance Stabilization and Supervision of Financial Activities” (1998).
CODING

Latvia scores 1.
8. Organisational autonomy

Executives are elected by the local government’s council, but the local government can’t decide about elements of electoral system. The number of councilors in council according the number of residents in the local government is determined in the law. 

The Law “On Local Governments” determines general principles of political and administrative structure of local governments. The statutes (by-law) of each local government prescribe its own institutional structure and administrative procedures. Internal decentralization is up to local government decision.
Local governments hire own staff, decide about its organisational structure, may establish legal entities and municipal enterprises (companies). 
Only local governments themselves select and manage their human resources. Local governments can draw up staff regulations for employees so far as it is without contradictions with the Labour law. There are special education requirements in laws for some local government staff positions. For instance, for orphans court members, for teachers, for construction supervisors, etc.
For long time the salaries (wages) of the chair, deputies, as well as staff of local government were determined by the local council. Within the economic crises the stronger financial discipline in public sector was introduced and since 2010 the State’s and Local Governments’ Officials’ and Employees’ Remuneration Law is in force. According it government determines the ceilings for public staff (state and local government) salaries in different categories. Besides it the salaries’ lists (without names) each month have to be published in local government web page. So the mark for period since 2010 must be lower than before - 2.5.
City Council and Municipality Council Elections Law (1994).

Law «On Local Governments» (1994).
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Interactive rule
9. Legal protection

After the renewal of the Republic of Latvia the Constitution of the Republic of Latvia, passed in 1922, came into force in 1993. With the amendments of the Constitution in2002 the provision containing the provision about existence of local governments was passed. Local governments have rights to settle disputes with higher authorities.

Main Laws on Local Governments in chronological sequence (no more in force): Law on District Governments; Law on City Local Governments; Law on Rural Local Government (1990). Law “On Town/ City Local Governments”, Law “On Rural Municipalities” (1991). Law “On District Governments” (1992). Law “On the Government of Capital Riga” (1992)
Since 1994 – one law for all types, tiers of local governments – Law “On Local Governments”. Since the Law was passed till March 2015 it is amended 28 times.
In 1996 the Parliament of Latvia ratified 26 out of 30 paragraphs of the European Charter of Local Self-Government. On 22 April 1999 the Parliament accepted three more paragraphs.
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10. Administrative supervision

Formally, supervision aims at controlling only legality of local governments decisions and activities, but in practice there is a growing trend that the State Audit Office is used to appeal to the public with messages connected with some kind of effectiveness and efficiency by their opinion.
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11. Central or regional access

The Law “On Local Governments” (1994) since it is in force has the provision, that “A local government association, in which in accordance with procedures laid down by law and its articles of association more than half of all republic city local governments, as well as more than half of all municipality local governments have joined as members, is entitled to represent local governments in their negotiations with the Cabinet of Ministers” (Article 96). 

Such association is the Association of Local and Regional governments of Latvia, founded in 1991. Since 1996 there is formal legal negotiations framework in the form of Government’s regulations.
Shortly after the reinstatement of independence, local governments succeeded at reaching an agreement of establishing a single organisation – which represents local governments of all levels, types and regions. This organisation should be regarded as one of the most powerful of its type in European countries; it participates in negotiations with the government and the parliament. The organisation stresses that, compared to similar associations in other countries, the Latvian Association of Local and Regional Governments has developed the most advanced system of formal negotiations, one of the most advanced mutual consultation systems, which engages local government politicians and employees, and the administration of the LALRG enjoys the highest level of recognisability compared to the administration of other countries’ associations. The CoE has also recognized that the LALRG plays a central role in facilitating local democracy. When assessing the positive impact of the consulting process on the functioning of democracy, it must be pointed out that the relationship between the central authority and local governments has been witnessing a certain crisis for the past couple of years; the negotiations between the government and local governments lost constructivism and their role decreased accordingly. Even the Memorandum of Agreement and Disagreement, which traditionally forms an integral part of the annual Government Budget Draft Law document package, was not signed between the LALRG and the Cabinet of Ministers in 2013. 
Because of the crises of central – local relationships in 2012 and 2013 the score is reduced from 2 to 1.5, but in 2014 it is back to 2. The new term of the Parliament (elected in 2014) has established new sub - commission - the Local Governments sub-commission within State Administration and Local Governments commission. Besides significant number of members of the Parliament (in new term) are former chairs of local government councils or local councilors.
Law “On Local Governments” (1994)
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