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Editor’s Note
Public administration reform is one of the most frequently exercised plan of action that almost
all governments of the world have tried in order to streamline their administrative systems and
to carry out public policy choices ever desired or demanded by time and change since the
ancient world. Indeed, public administration reform may be considered a hallmark of
governmental actions that signal changes and transformation, promises and prospects, and
hopes and opportunities. However, public reforms may or may not result in promised
expectations, and very often public reforms fail for a variety of reasons (Farazmand 2006:
546). Videlicet, public reforms – including public administration reform – often start with
high expectations and end in disarray and disappointment. Usually there are two reasons: the
first one, often quoted, is bureaucratic resistance to change; the second one is associated with
lack of political will. However, even if reformers get both the bureaucratic resistance and
political will under control, it is not sufficient to guarantee the success of any reform. As it is
listed in the Preparing Public Administrations for … (1998), it is possible to identify five
conditions that can determine reforms and their quality: external pressure; internal
dissatisfaction; a reform strategy; a mechanism for managing reform; feedback and
evaluation.
The CEE countries have gone through several very important changes in a relatively short
period since 1989. They have had to introduce huge changes of political, economic and
administrative nature. Some of them were started already at the very end of 1989 or beginning
of 1990s, and some later; however, not all of them are finished. Regardless of the mentioned
information, the public administration reforms in the CEE countries have been very often
associated with decentralization. If we follow up the objectives of decentralization, we can
classify four basic forms of decentralization defined by Cohen and Peterson (1999): political
decentralization, spatial decentralization, market decentralization, and administrative
decentralization.
In comparison to Western Europe, the most of CEE countries got through two main
administrative decentralization periods but the second one came several decades later. The
first one is similar to the administrative decentralization, which was implemented in the
countries from Western Europe, in many essential characteristics. Nevertheless, these
countries got into a sphere of the Soviet Union's political interest immediately after the World
War II and more or less successfully implemented the strictly centralized polities according
the Soviet Union model. After a collapse of those political systems at the end of 1980's and
early 1990's, the countries of CEE faced a necessity to constitute new political systems.
Simultaneously with this establishment the second administrative decentralization period has
begun in these countries. This shows that the decentralizations in the CEE countries in this
second period have been historically as well as politically very much like. Despite it, these
countries have introduced various polities (including public administration systems) into
action, and with reference to the present time, there are quite considerable differences in the
performance of public administration in European countries (i.e. not only between Western
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European and CEE countries but also between the countries from any of these two big
groups).
As it is mentioned by World Bank (2002), administrative decentralization, as an accelerating
trend in many countries, entails a change in the legal and regulatory framework for various
activities of government, and it often holds the promise of increasing both “voice” and
participation (by moving the public administration processes or policy making processes
closer to the citizenry) and competitive pressures (including competition among sub-national
governmental levels and their entities). According Brusis and Ochmann (1996), the
centralistic practice of the CEE countries showed itself as a favorite way of organization of
public administration system. It took almost ten years when some of the CEE countries, or
more precisely their governments decided to strengthen the sub-national levels through the
decentralization policies.
A clear point is that the CEE countries began with a wide variation of initial conditions before
embarking on the transition process. They had differing historical and cultural legacies,
geography, economic and social structures, lengths of periods of central planning, experience
with market reforms etc. For instance, those countries – such as the Czech Republic, Hungary,
and Poland – which already had an industrial economic base or had already experimented
with economic reforms, were more easily able to liberalize their economies (United Nations
2000: 10). On the other hand, in the CEE region there are also countries which economies
were saturating before 1989 mainly “politically ordered” products for the other countries of
the post-socialist block. Stern ironically stated at this point that Belarus “got” tractors,
Slovakia tanks, and Bulgaria toothpaste (Stern 1998: 3). Concerning the Baltic countries, they
were often considered to be among the more developed of the economies of the former Soviet
Union countries. On regaining independence in 1991, the governments of the Baltic countries
embarked upon comprehensive programs of economic and political reform (Berengaut and
Lopez-Claros 1998: 2). But generally, most of the CEE countries were in the early 1990s illequipped, with inadequate public administration structures inherited from former regimes.
Major political and economic structural changes have not been accompanied at an even pace
with public administrative reforms. This has led to situations of a lack of harmony between a
market economy and a democratic state on the one hand and an unchanged functional and
organizational system of public administration, working under often outdated legal
regulations, on the other (United Nations 2000: 11).
Concerning the position of the CEE countries in relation to the EU, in 1993, at the
Copenhagen summit, it was declared that the associated countries including many CEE
countries would become the EU members as soon as they assume all obligations associated
with such membership. At the same time, the economic and political conditions that had to be
fulfilled for membership were also defined. The following year, at the Essen summit, it was
confirmed that those countries could become members in the EU and its accession policy was
refocused toward them in light of their future membership (Westin 1998: 64). Next
development showed, as it is stated by Scheuch (2002) quite big differences inside this group
of countries, and therefore when the EC presented its Agenda 2000 after the Amsterdam
summit in the half of 1997, it recommended only the Czech Republic, Estonia, Hungary,
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Poland, and Slovenia as those countries that should be involved into the first wave of
membership negotiations. At the end of the same year during the Luxemburg summit, it was
mentioned that bilateral negotiations between the EU and the countries recommended by the
EC would start in April 1998 however the other relevant countries (i.e. Bulgaria, Latvia,
Lithuania, Romania, and Slovakia) would start preparatory talks at the same time. There were
several reasons for such division – mainly economic nature (for example in the case of
Romania) or political nature (for example in the case of Slovakia). The turning point was the
Helsinki summit in 1999 where was decided that bilateral negotiations should be started with
the second group of countries too. Nevertheless, it did not automatically mean that these five
countries would joint the first group and enter the EU together. It was not clear until the
Brussels meeting in October 2002, when was stated that the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia should become the members of
the EU at the same time. The EP approved this enlargement one month later and determined
its closing date on the 1st May 2004. Three years later, in 2007, the EU was enlarged by
Bulgaria and Romania too, and in the meantime, the negotiations between the EU and some
other CEE countries (e.g. Croatia, Former Yugoslavian Republic of Macedonia or the
Ukraine) have been opened.
By the EU membership have been granted the countries that they were able to meet the EU
standards and norms with respect to the institutional foundation of their economic, legal and
political systems. In particular, prospective members have needed to implement the acquis
communautaire that includes numerous institutional components which are critical for a
functioning of all EU. By adopting institutional arrangements that are consistent with the EU
standards, the governments of these countries have tied their own hands and improved their
governance structure, so that arbitrary policy changes have became less likely. Moreover, the
power of vested interests to influence domestic policy making has been be reduced and hence
the predictability of public policies enhanced (Ahrens 2001: 62). But there was another
perspective as well. While Eastern Europe was considered from the side of Western European
countries a place for needing assistance, the Balkans were understood as a “third world” for
Europe (Durandin 2000: 27). Also two Balkan new members of the EU did not have a good
repute among Western Europeans. According Durandin (2000) during 1990's Romania was
associated with a bloody transition in December 1989 and a deep political and economic
crisis, and Bulgaria was associated with Mafia's domination within society.
“Central Europe is a great territory of unanswered questions and unresolved
contradictions…” (Bauer In: Ash 1990: 1) – in this way was Central Europe defined by Bruno
Bauer in 1854 (obviously, for those who lived in the half of 19th century the Central European
territory does not look like the Central European territory from the perspective of those who
are living nowadays). Concerning recent development, Rupnik (2000) emphasized that it has
been naive to expect to quick disappearance of communist regimes in the CEE countries with
all their political, economic, cultural and social elements. On the contrary, he stressed it
would be a long-term process which can be compared with the fall of the Roman Empire or
the Ottoman Empire. If he is right, and we agree with him (partly at least), then the accession
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process into the so called “Western structures” is just one of the very first steps of the CEE
countries on the way with uncertain objective.
This special issue of Analytical is aimed at the mentioned public administration reforms and
related processes that have been implemented in the region of CEE since the very late 1980s.
Although there is a big uncertainty linked to the results of all public administration reform
efforts that have showed up in the CEE countries, related development in the recent twenty
years provides an extraordinary research sphere. The authors of all involved articles deal with
various issues from different perspectives however there is a clear “public administration
reform” intersection.
There are seven articles involved in this issue. Their authors bring interesting views of public
administration reforms in several CEE countries (e.g. Bosnia and Herzegovina, Former
Yugoslavian Republic of Macedonia, Slovakia, and Slovenia). Some of them are more
informative, some of them provide deeper analyses, some of them contain recommendations
and might be characterized as policy papers, etc. – however, such heterogeneity is not
disturbing. Vice-versa, it facilitates a broader space for reflection on public administration
reforms in the CEE countries, and shows a variety of possible approaches which might be
used by the readers.
At this point, let me to pronounce – on behalf of all authors, reviewers and editors – a strong
belief that this issue would enrich your knowledge, and through the involved ideas might
become a starting point of further research activities or various discussions between experts,
scholars, students as well as practitioners.
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WHAT DOES IT MEAN PUBLIC ADMINISTRATION REFORMS FOR THE
EU INTEGRATION

Aqim Emurli

THE RELATION BETWEEN PUBLIC ADMINISTRATION REFORMS AND EUROPEAN
INTEGRATION
Integration into the European Union can only occur if democratic systems of governance and
market economies are in place. Integration complements and reinforces these through major
political activities which involves both governments and all leading political and social forces. This
process once started and is underway then it can be considered irreversible, but it, too, adds
constraints and tasks onto already over-burdened public administrations1. Hence there are certain
requirements for state administration which are posed by the integration process.
As accession approaches for the candidate countries, the link between European integration and
public administration reform becomes stronger. Significantly, the European Commission places
great emphasis in the avis on the capacity of Member States’ administrations to implement the body
of European law (the acquis communautaire) on schedule, which this had been also an issue in
previous waves of accessions. The link between European Integration and public administration
reforms is an indirect one since there is no general body of European law in the public
administration sphere. Just as individual Member States are free to frame their own constitution,
they are also free to organize their own public administration as they see fit. This is an issue that
comes under the subsidiarity principle. In actual fact, public administration structures and
regulations vary a great deal among the present EU Member States2.
Indirect though it may be, the link between accession and public administration reform is
nonetheless very real. Member States must be able to implement EU policies and legislation in their
own countries. To do so, they must have an administration that performs well. This is a very
important requirement for the EU as a whole and for its individual Member States. The Union has
no administration at individual country level and therefore relies on each Member State to
implement its decisions. In the same way, the individual Member States depend on each other to
implement Community regulations.
The EU administration is in fact a chain of national administrations. That chain is only as strong as
its weakest link. While candidate countries are not under any requirement as to the means they use3,
they do have to satisfy what lawyers call “performance requirements” or “obligation of results”.
Central and eastern European countries, prior to their integration, made great progress on public
administration reform. Several countries defined an overall reform strategy. Almost every country
1

SIGMA Papers: No. 23. Preparing Public Administrations for the European Administrative Space
SIGMA Papers, No. 23 (1999), Preparing Public Administrations for the European Administrative Space, OECD,
Paris, 1998
3
No-one dictates how they should organise their public administration
2
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made an effort to organize government affairs efficiently and to improve decision-making
processes. Legislation on the civil service was already been introduced or was in the process of
being drafted. Regulations on taxation and public procurement were clarified. Internal and external
checks and balances were put in place. In short, the main elements of the rule of law in a democratic
system were being put in place.
The Commission, as its mandate requires, closely reviews the situation in Community policy areas4.
It usually finds serious inadequacies in most of the reviewed fields. Apart from the sector-specific
inadequacies, other more general criticism emerges, although the Commission is careful not to
impose a model: a lack of a coherent overall plan for administrative reform in several countries;
poor legislation, resources and morale in the civil service; failures in inter-ministerial co-ordination;
and weaknesses in the fight against fraud, corruption and crime, which are part of the European
Commission criticism.
The first requirement posed by the integration process for the state administration was laid out in
the 1993 Copenhagen criteria, which inter alia required stability of institutions guaranteeing
democracy and the rule of law, as well as adopting the European Community legislation i.e. acquis
communautaire which implies the need for effective institutions of public administration. In this
way, during the fifth enlargement, the European Union has identified the weakness of state
institutions of Central and Eastern European states as one of the key obstacles on the road to
accession, prescribing a strengthening of their capacities through the institution building as one of
pre-accession criteria. The term “institution building” was introduced in 1997 in the context of
enlargement towards Central and Eastern Europe, requiring the enhancement of institutional
capacity in order to meet the third Copenhagen criterion focusing on the transposition of the EU’s
acquis communautaire5.
In December 1995 the Madrid European Council 6 concluded that the adoption of the acquis
communautaire would not be sufficient for the membership, reiterating that the adjustment of EU
administrative structures is a part of pre-accession conditionality. Consequently, the European
Council in Madrid stressed the need for meeting the assumed commitments resulting from EU
membership through the implementation of the transposed provisions of the acquis communautaire.
The second criterion defined at the meeting in Madrid linked transposition of acquis into national
legislation and its implementation to effectiveness of administrative and judicial structures of
applicant countries. In other words, in order to accede to the EU, applicant countries were asked to
strengthen their administrative capacity. Doing so, the EU has established administrative capacity as
an essential prerequisite of membership. One could argue that the establishment of Madrid
conditions on pre-accession criteria constituted a basis for establishing the mutual trust required by
4

Such as the regulation of competition, telecommunications, indirect taxation, veterinary and plant health controls,
transport, labour inspection, environment, consumer protection, border controls, international police/judicial cooperation, customs, financial audits, etc.
5
Petričušić, Antonija (2006): Institutional (In)capacity of Croatian Public Administration in EU Accession Process,
Paper prepared for the Jean Monnet Conference, 30 June - 1 July 2006, (Macedonian path toward EU integration is
similar to the path which Croatian is following, therefore certain parts from the above mentioned paper are applicable
also for Macedonia, on its way to EU integration and the criteria’s concerning the reforms of the public administration
with the basic public administration values and principles of that to EU members states)
6
The European Council [Madrid Summit 1995], Madrid, 15-16 December 1995
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EU membership, as the functional administrative capacity would allow for the implementation of
the acquis communautaire. Since then this requirement has been reiterated in various forms and in
stricter terms in consequent EU official documents dealing with the issue of enlargement7.
The third component of the pre-accession administrative criteria is related to an acquisition of the
principles which make up the European Administrative Space (EAS) 8 . The European
Administrative Space can be described as “constant contact amongst public servants of member
states and the Commission, the requirement to develop and implement the acquis communautaire at
equivalent standards of reliability across the Union, the emergence of a Europe-wide system of
administrative justice, and shared basic public administration values and principles”9.
Francisco Cardona groups European administration key principles into four categories. The first one
being the rule of law is explained as a legal certainty and predictability of administrative actions and
decisions. It refers to the principle of legality as opposing arbitrariness in public decision making
and to the need of respecting legitimate expectations of individuals. The second principle is
openness and transparency aimed at securing sound scrutiny of administrative processes and
outcome and its consistency with pre-established rules. The third principle relates to accountability
of public administration to other administrative, legislative or judicial authorities, and is aimed at
ensuring compliance with the rule of law. And finally, the fourth principle implies efficiency in the
use of public resources and effectiveness in accomplishing the policy goals established in
legislation and in enforcing legislation10.
Some principles of common administrative procedure can be also found in primary Treaty law and
in rather detailed written sources of secondary law for competition policy, for the control of national
subsidies, for the regulation of the Community's own civil service and the rights of defence 11 .
Administrative co-operation between member states has an impact in terms of social intercourse,
the development of common methods and approaches and the invention of new instruments. In
other words, the Community law affects basic principles, the process of opening up careers and
working conditions for civil servants in all member states.

7

For example, the Feira European Council in June 2000 emphasized: “The Progress in negotiations depends on the
incorporation by the candidate States of the acquis in their national legislation and especially on their capacity to
effectively implement and enforce it.”
8
You will read more about the European Administrative Space at the later stage of this paper (as the separate title). A
detailed account of administrative law principles in connection to the European Administrative Space can be found in
SIGMA Papers No. 27: “European Principles for Public Administration”, OECD, Paris, 1998. See also SIGMA Paper
No. 23, “Preparing Public Administrations for the European Administrative Space”, OECD, Paris, 1998.
9
SIGMA Papers, No. 23 (1999), Preparing Public Administrations for the European Administrative Space, OECD,
Paris, 1998. See also Nicolaides, Phedon, Enlargement of the European Union and Effective Implementation of its
Rules. Maastrich: EIPA
10
Francisco Cardona, Elements of the Public Administration Integrity System in EU Member States, SIGMA /OECD
Paper, at http://www.ipaei.government.bg/articles/Francisko_Kardona.doc. Compare also with Anamarija Musa,
Europski upravni prostor: Približavanje nacionalnih uprava, (European Administrative Space: Convergence of National
Administrations)
11
Jürgen
Schwarze,
Judicial
Review
of
European
Administrative
Procedure,
at
http://www.law.duke.edu/journals/lcp/articles/lcp68dwinter2004p85.htm
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Finally, the fourth set of criteria a state administration of the candidate country must adhere to in the
pre-accession process and afterwards relate to the case law of the European Court of Justice, i.e.
directly applicable regulations or of directives, having a direct impact on Member States’
institutional arrangements, processes, common administrative standards and civil service values
contributes to a creation of a common European Administrative Space. Certain principles of good
administration of the European Administrative Space were defined and refined through the
jurisprudence of national courts and by the jurisprudence of the European Court of Justice that
shapes common administrative law principles within the EU, relying on already general
administrative law principles, accepted and refined by national courts of EU Member States, and
particularly by concepts stemming from French administrative law. The interpretation of relevant
European Commission law provisions by the European Court leads to modifications in the way
principles of administrative law are understood within a Member State. Francisco Cardona claims
this is a “common acquis of legal administrative principles developed by the European Court of
Justice”12.
Above stated four sets criteria the candidate countries must adhere to, prove that the absence of a
formal legal body that would regulate public administration at the level of the Union, as well as the
lack of common administrative procedural rules and unique institutional arrangements does not
mean that European supranational administrative law is inexistent. It exists as a “non-formalised
acquis communautaire” made up of administrative law principles, even though without formal
convention13.
Institution-building was given a high priority in several previous enlargement processes 14 but
particularly during the latest enlargement process that allowed Central and Eastern European
countries to join the EU in 2004. Candidate countries of that time were asked to develop their
administrations to reach the level of reliability of the European Administrative Space and an
acceptable threshold of shared principles, procedures and administrative structural arrangements. In
addition, candidates were asked in the latest enlargement not only to attain a minimum standard of
quality and reliability of public administration but also to reach the future average level of quality of
its public administration of Member States15.
The administrative capacity to take on the obligations of membership has become an important
criterion for EU membership. The Commission Opinion on the EU membership applications of the
candidate Member States confirms the trend towards the increasing importance of administrative
capacities as an aspect of EU membership.
As described above, the link between European integration and administrative reform is not as
obvious as it might seem. Administrative capacities are obviously not the main criterion on which
the membership applications for the countries of the previous enlargements have been judged.
12

Petričušić, Antonija (2006): Institutional (In)capacity of Croatian Public Administration in EU Accession Process,
Paper prepared for the Jean Monnet Conference, 30 June - 1 July 2006.
13
SIGMA Papers, No. 27 (1999), European Principles for Public Administration
14
In 1986 when Portugal and Spain joined the EU, in 1995 when Austria, Finland and Sweden joined the Union
15
SIGMA Papers, No. 27, ibid., pp.15 See also Jürgen Schwarze (Ed.), Administrative Law under European Influence:
On the Convergence of the Administrative Laws of the EU Member States, Nomos, Baden-Baden, and Sweet and
Maxwell (1996), London
‐4‐
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However, even if membership is not conditional on the quality of the administration, a high-quality
administration is required to meet the other conditions set out in the avis. It is therefore important
that the relationship between European integration and administrative reform is not only
acknowledged but also operationalised in practical terms16.
From the previous enlargements, it can be concluded that it is crucial for the countries concerned to
be able to retain control over the reform of their public administration. The countries themselves
must be the “driving force” behind reforms in the public administration. This is in line with the
principles governing relations between European Union and candidate Member States. Reforms can
only work if it is based on perfect local knowledge of the country concerned and if those who will
be implementing reform take ownership of it.
CONDITIONALITY AS EU MECHANISM FOR SUCCESSFUL INTEGRATION
The development of conditionality in the enlargement process is one of its most significant features.
Of course there had always been EU project conditionality applied to the grant financing made
available to third countries. The Phare Programme, which was agreed in 1989, just after the first
free election in Poland and the opening of the Iron Curtain in Hungary, applied conditions to the
granting and use of funds17. Conditions have been applied to all the other grant programmes which
have followed Phare, and generally this conditionality has become stricter over time. However, it is
the conditions attached to the accession process which are more relevant here.
The main condition for accession to the European Union has always been the adoption of the acquis
communautaire. Negotiations have been about the details of when, and sometimes how, the acquis
was to be adopted. The Union has rarely changed policy because of the accession of a new Member
State or allowed incoming countries to derogate permanently from the acquis18.
In the case of the countries of Central and Eastern Europe, coming from a different political and
economic system and being considerably poorer than the EU-15, the Union considered it
appropriate to reconsider the conditions for accession. At the Copenhagen European Council in
1993, the Member States recognised the right of accession for the countries of Central and Eastern
Europe, but they also spelled out the conditions which the countries would have to meet before
acceding19.
The Copenhagen criteria (see table 9) are essentially political, economic and institutional ones.
16

Micheal Schmidt and Lothar Knopp (2004), Reform in the CEE-Countries with regard to European Enlargement
Council Regulation (EEC) No 3906/89 of 18 December 1989 on economic aid to the Republic of Hungary and the
Polish People's Republic
18
SIGMA Paper No. 37 (2007), Enlargement of the European Union: An Analysis of the Negotiations for Countries of
the Western Balkans, (SIGMA is a joint intiative of the OECD Centre for Co-operation with Non-Member Economies
and the European Union’s Phare Programme. The initiative supports public administration reform efforts in thirteen
countries in transition, and is principally financed by Phare)
19
Relevant criteria were established by the Copenhagen European Council in 1993 and strengthened by the Madrid
European Council in 1995. Any country seeking membership of the European Union (EU) must conform to the
conditions set out by Article 49 and the principles laid down in Article 6(1) of the Treaty on European Union.
17
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Table 9: Criteria for Accession to the European Union
Copenhagen criteria:
1. existence of democracy and the observation of human rights and protection of
minorities
2. existence of a market economy, ability to cope with competitive pressures from
the EU
3. ability to take on the responsibility of membership (to implement the acquis
communautaire)
4. the capacity of the EU to absorb new members
Madrid “criterion”
The Madrid Council conclusions also mentioned “the adjustment of their
administrative structures” as an important element in the preparation for accession,
although not as a condition.
Source: SIGMA Paper No. 37(2005), the Preparation of Countries in South East Europe for Integration into the
European Union

As we can see, the conditions for EU integration according to the Copenhagen Criteria’s are rather
vague. This has the advantage for the Union that they leave a lot of scope for interpretation. This
was indeed the express objective of the Member States when decisions were made at Copenhagen.
More specific or indeed quantitative conditions would have led to automatic opening of accession
negotiations once the conditions had been fulfilled. The advantage of the Copenhagen criteria, from
EU perspective, is that they can always be considered as unfulfilled in some detail or other.
The political criteria concern the sharing of the basic values of the Union and the demonstration of
these shared values in public life. Essentially these values are a common view on human and
minority rights and freedom, administrative capacity, democracy and the rule of law. They have
since been incorporated into article 6 of the EU Treaty.
In its relations with the Western Balkan states, it has also been the political criteria which have been
uppermost in the minds of EU Member States. Co-operation with the International Criminal
Tribunal for the former Yugoslavia (ICTY), implementation of the Ohrid Framework Agreement
(OFA)20 in Macedonia, the protection of minorities, the resettlement of refugees, and the capacity of
countries in the region to work constructively together have all been key conditions for deeper
integration.
Until these criteria are met, there is little chance of the Union agreeing to negotiate accession or
indeed to deepen integration. This has been made very clear in relations with both Croatia and
Serbia. Croatia was recognized as a “candidate country” at the end of 2004, but the opening of

20

Ohrid Framework Agreement (OFA) signed on 2001
‐6‐
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negotiations was delayed until spring of 2005 subject to Croatia cooperating fully with ICTY21. The
following spring, however, the EU did not consider that this criterion had been met and did not
agree to open negotiations. It was only in the autumn of 2005, when the Chief Prosecutor in The
Hague declared that Croatia was fully co-operating, that negotiations were opened. The same
happens with Macedonia when on November 9, 2005 the European Commission recommended that
Macedonia became a candidate country, formally naming the country as an official candidate, but
no date for starting negotiations has been announced yet.
The economic criteria concern the establishment of the market economy, the implementation of EU
competition and state aid policies, and the capacity to ensure that the rules of the EU internal market
are applied. The crucial elements of the economic criteria are the overall competence of a state to
run a stability-oriented macroeconomic policy and proven capacity to carry out structural reforms
and to ensure that economic regulation is supporting the smooth functioning of the Union’s internal
market.
The interest of EU Member States is to ensure that the acceding country will not be a cause of
economic problems once it becomes a member. These problems might occur because:
•

macroeconomic policy, rather than being aimed at stability, is used as a political tool;

•

structural reform is not progressing perhaps because privatisation is either progressing too
slowly or is being undertaken in a less than optimal manner;

•

institutional reform, such as the independence of the monetary authority or the imposition of
EU competition policy or state aid control, is not taking place.

Economic conditionality is important but is less sensitive than political conditionality. The “market
economy” is itself a very loose term. It includes relatively “statistic” Member States, which still
have significant state sectors and which are attached to the concept of state provision of “public
services”, as well as very liberal states, which have essentially privatised the whole economy and
believe in minimal regulation of the economy. The Union can therefore judge economic reforms in
acceding countries more positively or more harshly depending on whether it senses that reforms are
genuine and long-lasting or rather more cosmetic.
For countries of the Western Balkans, the economic criteria may prove difficult to meet, judging
from the present situation described in the Commission’s most recent Progress Reports.22
The institutional conditions are essentially about the capacity to adopt and implement the acquis
communautaire. The appropriateness, efficiency and public acceptance of institutions proved to be
key problems in the fifth enlargement. Accession requires the reform or abolition of certain existing
institutions and in certain cases the creation of new ones. The reform of existing institutions and the
reforms in the public administration can be a very difficult and long process. Perhaps the reform of
21

COMMUNICATION FROM THE COMMISSION (20.04.2004 ), Opinion on Croatia's Application for Membership
of the European Union, Brussels
22
European Commission (November 2007), Enlargement Strategy and Main Challenges 2007-2008 (including progress
reports on Western Balkan countries and Turkey)
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the judiciary is a good example. For many of the countries acceding to the EU since 1989, a
complete reform of the judiciary was a necessary component of the reform of the one party state to
a multi-party democracy with the rule of law. Judges had to be retrained in order to be able to
function in the new system. The introduction of the acquis communautaire led to further changes in
the legal framework, requiring more retraining. Still today, of course many of the judges in Central
and Eastern Europe and in the Western Balkans were trained in a totally different legal system and
tradition, and while change is happening, it can be slow and complicated. The inefficiencies of the
judiciary have made it hard for companies, including foreign investors, to establish the legal
implication of contracts. With the establishment of new institutions, the problem of public
acceptance frequently arises. It takes time for institutions to gain public recognition and to be taken
seriously. This process of building public trust may take many years and can be slowed down if
institutions are considered to have made serious errors in their early years.
The institutional conditions for EU accession require several different elements:
•

efficiency of the government to plan the adoption of the acquis in an orderly sequence;

•

quality of the legal proposals which are drawn up;

•

efficiency and quality of parliament in passing the necessary legislation;

•

effectiveness of institutions charged with the implementation of the acquis and
administrative capacity for its implementation;

•

ability of the judiciary to deal with European law and to provide speedy, objective
jurisdiction that is free of political bias.

These elements constitute the core of the hard work in preparing for accession. The administrative
capacity of a candidate country is judged on whether it has lived up to the promises it has made on
acquis implementation.
The fourth Copenhagen criterion, the capacity of the Union to accept new members, has recently
been raised seriously by certain Member States, which are concerned that the rapid enlargement of
the Union is leading to a dilution of its integration.23
In the specific case of the Western Balkan countries, additional criteria, resulting from the recent
history of the region, apply. These “Stabilisation and Association process” conditions include full
co-operation with the ICTY, implementation of the Ohrid Framework Agreement (OFA), a
commitment to good neighbourly relations and the development of regional co-operation, and the
resolution of any outstanding border disputes.
However, it can be easily said that the Copenhagen conditions still form the heart of EU
conditionality. What has changed over the years is the way in which these conditions are monitored.

23

Op.cit.
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THE EUROPEAN ADMINISTRATIVE SPACE (EAS)
In discussions on the changes underway in public administration in contemporary European
countries, two notions crop up increasingly often: the Europeanization of the sector and the
European Administrative Space.
The idea of a “European Administrative Space” was put forward by SIGMA24 in 1998. According
to SIGMA, which was created within the OECD 25 in 1992 but is financed primarily by the
European Union, “it is clear that a ‘European Administrative Space’ is has begin to emerge”26.
SIGMA reached similar conclusions in 200027 also. According to a new study, the European Court
of Justice’s strict interpretation of Article 39 (4) of the European Commission Treaty and of the
concept of “public administration” will lead to the creation of an administrative space in the
Member States. This concept was expounded upon by the International Institute of Administrative
Sciences’ European Group of Public Administration (EGPA) in 2002, during a conference in
Potsdam entitled “The European Administrative Space: Governance in Diversity”. Yet the research
that has been conducted to date has not fully answered the question, and since 2001 some
researchers have even looked at the limits of the theory of the creation of a European administrative
space28.
Since 1998 onwards the thinking about the European administrative space appeared to be very
directly linked to the preparation of the European Union’s enlargement, which raised the question
of the candidate countries’ administrative capacity for the first time. This is the specific context in
which the Commission started demanding detailed public administration reforms in the accession
States, reforms from which the administrative organization, personnel structure and legal
foundations of the civil service could not be exempted.
Under the EU system, national public administrations play a very important role. They are
responsible for implementing and controlling execution of European Community policies in all of
the European Union States on behalf of their respective governments. While the EU has a central
administration, it does not have external agencies. It depends on national governments for the
implementation of its directives and regulations. And because of rules such as mutual recognition,
each Member government depends on the quality of execution of community policy by its partners
in order to fulfill its own domestic responsibilities.
Although public administrations in the European States are old structures, they have continuously
adapted to modern conditions including EU Membership, which is itself evolving. Constant contact
24

SIGMA (Support for Improvement in Governance and Management in Central and Eastern European Countries) is a
joint initiative of the OECD’s Centre for Co-operation with Non-Members (CCNM) and the European Union’s PHARE
programme
25
The Organisation for Economic Co-operation and Development (OECD) is an intergovernmental organisation of 29
democracies with advanced market economies. Its Centre for Co-operation with Non-Members channels the
Organisation’s advice and assistance over a wide range of economic issues to reforming countries in Central and
Eastern Europe and the former Soviet Union.
26
Preparing Public Administrations for the European Administrative Space (no. 23, 1998), SIGMA papers, OECD.
27
Nizzo, C., National Public Administration and European Integration (2000), OECD-SIGMA , Paris
28
Grabbe, H., “How does Europeanization affect CEE governance? Conditionality, diffusion and diversity” ( 2002),
Journal of European Public Policy; See also Demmke, C., Undefined Boundaries and Grey Areas: The Evolving
Interaction between the EU and National Public Services
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amongst public servants of Member States and the European Commission, the requirement to
develop and implement the acquis communautaire at equivalent standards of reliability across the
European Union, the emergence of a Europe-wide system of administrative justice, and shared basic
public administration values and principles, have led to some convergence amongst national
administrations. This has been described as the “European Administrative Space”29.
In addition, in order to implement EU decisions, the public servants of Member States meet
frequently. They get to know each other and share views and experiences. Patterns of
communication develop which have an impact on decision-making, so that common solutions are
often found. Officials and experts from European States are becoming used to examining issues
jointly, including those having to do with public administration. A European administrative space is
emerging with its own traditions which build on but surpass the distinctive administrative traditions
of the Union. Administrative reliability, which is necessary for the rule of law, effective
implementation of policy and economic development, is one of the key characteristics of this space.
All of this evidently presupposes a well-performing public administration. Administrative
capabilities and how these are to be evaluated are likely to be issues behind the formal process of
negotiation for accession30.
Legal systems of EU Member States are undergoing a process of constant approximation in many
different fields under the influence of Community law, i.e., through the legislative activity of
Community institutions and through case law of the European Court of Justice. Community law
concepts are introduced into national systems by means of directly applicable regulations or of
directives, which first have to be transposed into national law. Regulations and directives both have
a direct impact on Member States’ administrative systems and can lead to important changes in the
legal principles applicable to public administration in a given specific policy sector31.
The case law of the European Court of Justice can establish principles of a more general nature,
which are applicable in more than just a single substantive field of law. Furthermore, in many cases
it is the interpretation of relevant EC law provisions by the European Court that leads to
modifications in the way principles of administrative law are understood within a Member State32.
This allows recording a sort of Europeanisation of administrative law as an outstanding element of
recent legal developments.
All of this said above, demonstrates the emergence of a European Administrative Space, which
mainly concerns basic institutional arrangements, processes, common administrative standards and
civil service values. This list is far from complete, and there are significant quality differences
amongst the Members. Indeed, the problems raised by these differences amongst Member States is
one of the main reasons why institution-building has been given such a high priority in the
enlargement process towards Central and Eastern Europe and South East Europe. Candidate
29

See SIGMA Papers, No. 23, Preparing Public Administrations for the European Administrative Space, OECD, Paris,
1998.
30
Ibid
31
Johan P. Olsen (2003), Towards a European Administrative Space? Journal of European Public Policy
32
See J. Schwarze (ed.), Administrative Law under European Influence: On the Convergence of the Administrative
Laws of the EU Member States, Nomos, Baden-Baden, and Sweet and Maxwell, London, 1996.
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countries need to develop their administrations to reach the level of reliability of the European
Administrative Space and an acceptable threshold of shared principles, procedures and
administrative structural arrangements. There is a minimum standard of quality and reliability of
public administration that candidate countries should attain33.
A common administrative space, properly speaking, is possible when a set of administrative
principles, rules, and regulations are uniformly enforced in a given territory covered by a national
constitution. Traditionally, the territory where administrative law has been applicable has been that
of the sovereign states. The issue of a common administrative law for all the sovereign states
integrated into the European Union has been a matter for debate, unevenly intensive, since the
outset of the European Community. No common agreement yet exists.
It is clear that a “European Administrative Space” has emerged already. The gradual emergence of
this “space”, which does not impose standards, is a logical step forward in the construction of the
European Union. National governments meet, compare notes and join forces to draw up and enforce
EU standards. It is quite natural that they should increasingly influence each other.
THE INFLUENECE OF THE EU IN THE PUBLIC ADMINISTRATION REFORMS
The EU accession involves many different processes that effect some degree of administrative,
institutional and policy transformation in the candidate countries and in the new members’ states.
The most important mechanism is the EU’s gate- keeping role (see below) in determining when
each candidate can progress to the next stage towards accession. However, there are many other
measures that directly or indirectly shape institutional reform and increase the organizational
capacity of the candidate countries public sectors34. EU is using mechanisms or conditionality tools
for effecting changes in the candidate countries throughout the accession process. These
mechanisms could be grouped into following five categories:
•

Gate-keeping: access to negotiations and further stages in the accession process

•

Benchmarking and monitoring

•

Models: provision of legislative and institutional templates

•

Money: aid and technical assistance

•

Advice and twinning.

Gate-keeping: access to negotiations and further stages in the accession process
33

OECD/Sigma Papers No. 27 (1999), European principles for public administration, Paris. See also Johan P. Olsen
(2003), Towards a European Administrative Space? Journal of European Public Policy
34
Grabbe, Heather (May 2007) How does Europeanization affect CEE governance? Conditionality, diffusion and
diversity, Journal of European Public Policy
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The Europeans Union’s most powerful conditionality tool is access to different stages in the
accession process, particularly achieving candidate status and starting negotiations. Aid, trade and
other benefits can also be used to promote domestic policy changes and administration reforms
changes but they have not had such direct and evident consequences as progress towards
membership. It has taken a decade for the EU to evolve an explicit use of conditionality in a gatekeeping role, where hurdles in the accession process are related to meeting specific conditions. For
several years after the conditions were first set in 199335, it was not clear exactly which elements of
the political and economic conditions had to be fulfilled for an applicant to be admitted to which
benefits.
Although access to negotiations and other stages in the accession process is the EU’s most powerful
political tool for enforcing compliance, it is not a precise instrument that can target complex
changes in institutional frameworks. Rather, it is a blunt weapon that has to be used judiciously for
priority areas only. Its main value is as a shock tactic, to embarrass applicant governments into
making dramatic changes owing to the domestic repercussions of failing to meet a major foreign
policy goal. This results in ‘shaming’, whereby governments are embarrassed into complying with
EU requirements by the international and domestic press coverage and political pressure.
In the cases of the CEE countries, criticisms made in EU reports had a powerful impact on domestic
debates about public policy and the government’s political fortunes. Conversely, gaining
international approval was an important way of legitimizing political choices in the post-communist
context. The EU has also made exceptional criticisms of undemocratic practices in particular
countries in démarches36, i.e. public criticisms that intended to embarrass CEE governments into
making particular institutional or policy changes. Démarches are a form of ‘nuclear weapon’ that is
only used for very serious breaches of the conditions, such as human or minority rights abuses. The
EU has the right to decide on the exclusion from negotiations of certain country if not met the
conditionality or other conditions37.
Exclusion is a risky tactic, because the EU’s own credibility is at stake: it can effect change only if
it is credible that the applicant’s failure to meet one of the conditions is the reason behind the
exclusion from the next stage of the accession process, not any other political or economic
motivations. Moreover, it is risky because the candidate country governments may not respond by
complying with EU demands, but instead use the tactic of blaming the EU for unfair discrimination
and appealing to national pride38. The sanction only works if governments and political ´elites as a
whole are committed to EU accession. In other words, the conditionality only works as a carrot, not
as a stick.

35

European Council in Copenhagen 21-22 June 1993 Conclusions of the EU Presidency
Démarches are serious public criticisms, issued as part of EU foreign policy after unanimous intergovernmental
agreement between the member states.
37
This happened in 1997, for example when Slovakia was not allowed to join the first round of negotiations, as the only
candidate judged not to meet the democracy criteria. The EU’s disapprobation was expressed in several démarches
which had an impact on the Slovak elections in autumn 1998, when the government of Prime Minister Vladimir Meciar
was voted out. Following the change of government in 1998, Slovakia was allowed into EU negotiations in 2000.
38
Schimmelfennig, Frank (2001) ‘The Community Trap: Liberal Norms, Rhetorical Action, and the Eastern
Enlargement of the European Union’, International Organisation
36
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These factors make it difficult for the EU to use exclusion and gate-keeping to shape aspects of
governance that tend to require sustained and consistent pressure at a deeper level within national
administrations and its reforms. Moreover, given the risks involved, it is not worth using this major
weapon except for high political issues, and governance only becomes one of them when it involves
evidently undemocratic practices and abuse of human rights. However, EU actors can use the threat
of exclusion or the prospect of slowing progress to encourage particular changes in governance
structures at the candidate countries39.
Benchmarking and monitoring
The EU has more specific conditionality instruments beyond gate-keeping. As a consequence of the
salience of EU accession in enlargement political debates, the EU can influence policy and
institutional development through ranking the applicants’ overall progress, benchmarking in
particular policy areas, and providing examples of best practice that the applicants seek to follow. A
key mechanism for this part of conditionality is the cycle of ‘Accession Partnerships’ and ‘Regular
Reports’ published by the European Commission on how prepared each country applicant is in
different fields. Conditionality for aid and other benefits is based on implementing the Accession
Partnerships issued to each applicant. These documents provide a direct lever on policymaking in
applicant countries by setting out a list of policy ‘priorities’ that have to be implemented within the
year or in the medium term40.
The European Commission then reports on the applicants’ progress in meeting each priority
including the reforms in the field of public administration in the autumn of the year, and publishes
revised Accession Partnerships for the following year. In relation to governance, the most important
aspects are the Commission’s assessments of administrative capacity and institutional ability to
implement and enforce the acquis, and to distribute and manage funds. However, the goals are often
vague; citing a need for ‘increasing administrative capacity’ or ‘improving training’, rather than
stating detailed institutional preferences.
Models: provision of legislative and institutional templates
Legal transposition of the acquis and harmonization with European Union laws are essential to
becoming a member state, and they have so far been the central focus of the accession process and
preparations by the candidates. Legislative gaps and institutional weaknesses are also identified by
the screening process that is taking place with each applicant prior to negotiations on the thirty-one
negotiating ‘chapters’. The EU promotes both the strengthening of existing institutions and the
establishment of new ones41.

39

Grabbe, Heather (March 2002) Europeanisation Goes East: Power and Uncertainty in the EU Accession Process,
Centre for European Reform, London, and Wolfson College, Oxford
40
Defined as period of time of five years
41
Grabbe, Heather (March 2002) Europeanisation Goes East: Power and Uncertainty in the EU Accession Process,
Centre for European Reform, London, and Wolfson College, Oxford see also Grabbe, Heather (May 2007) How does
Europeanization affect CEE governance? Conditionality, diffusion and diversity, Journal of European Public Policy
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The most detailed guide to the EU’s preferences on public administrations has been provided in an
informal working document produced by the European Commission in September 2000 (and
subsequently updated), which sets out the main administrative structures required for implementing
the acquis. The document describes the institutions required to implement the various chapters of
the acquis, their functions, and the characteristics they must have to fulfill those functions. It covers
not only areas outside the acquis, but also others which the Commission considers necessary for its
effective implementation. For example, the document lists the ‘common elements’ among member
states’ varying labour market institutions. This document’s status is indicative of the EU’s
uncertainty about how far to go in providing detailed institutional preferences. It remains an
unofficial paper, ‘for information purposes only’, and explicitly states that ‘it should not be
construed as committing the European Commission’. This reluctance demonstrates the political
sensitivity of defining specific administrative models in areas where member states’ administrations
remain so diverse. It shows up how the policies for for applicant countries were originally designed
for economic transition, not political. It also reflects the EU’s general desire to retain flexibility in
deciding when a country is ready to join. The Commission cannot pre-judge the Council’s view on
what might be acceptable or unacceptable in a prospective member state. However, Commission
actors can communicate their preferences informally to different parts of the public administration
in the applicant countries.
Aid and technical assistance
The EU is the largest external source of aid for applicant countries, providing funds administered by
the European Commission and also bilateral programmes from individual member states. Support is
also available to public authorities and non-governmental organizations to help fulfill the
requirements of the Copenhagen political condition on democratic institutions. EU aid – both
current receipts and the prospect of future transfers – has a direct impact in creating new
governance structures because of the EU’s insistence that particular administrative units and
procedures be created to receive transfers.
Advice and twinning
The European Union has provided a wide range of policy advice to candidate countries through the
technical assistance offered by the Phare programme 42, and through the twinning programme43.
42

The Programme of Community aid to the countries of Central and Eastern Europe (Phare) is the main financial
instrument of the pre-accession strategy for the Central and Eastern European countries (CEECs) which have applied
for membership of the European Union. Since 1994, Phare's tasks have been adapted to the priorities and needs of each
CEEC. The revamped Phare programme, with a budget of over EUR 10 billion for the period 2000-2006 (about 1.5
billion per year), has two main priorities, namely institutional and capacity-building and investment financing. Although
the Phare programme was originally reserved for the countries of Central and Eastern Europe, it is set to be extended to
the applicant countries of the western Balkans
43
Launched in May 1998, the Twinning programme is one of the principal tools of Institution Building accession
assistance. Twinning aims to help beneficiary countries in the development of modern and efficient public
administrations, with the structures, human resources and management skills needed to implement the acquis
communautaire to the same standards as Member States. Twinning provides the framework for administrations and
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‘Twinning’ is aimed at helping beneficiary countries to adapt their administrative and democratic
institutions to comply with membership requirements by learning from member state experiences of
framing the legislation and building the organizational capacity necessary to implement the acquis.
It involves the secondment of officials from EU member states to work in ministries of the countries
and other parts of public administration; only civil servants can be seconded, not independent
consultants. It is paid for by the Phare programme, and managed by the European Commission. The
country governments put forward twinning projects in areas where they would like assistance from
member state officials. These proposals are subject to approval by the EU Commission and member
states bid for the contracts to supply the officials, either individually or in consortia.
The advice and expertise offered by the twinning agents 44 are not controlled centrally by the
European Union, so the impact on respective public administrations is likely to be diffuse rather
than reflecting any consistent European model. Indeed, one of the main principles of the twinning
programme is the recognition that the present member states implement the EU’s legislation by
different means. The advice offered on how to transform institutions is somewhat random in that it
depends on the experience and assumptions of the individual pre-accession adviser, which are in
turn influenced by his or her nationality and background.

PUBLIC ADMINISTRATION AND THE ACQUIS COMMUNAUTAIRES
The approximation of the national law to the European Commission law is one of the main
obligations of the candidate and the member states. The core meaning of the term ‘approximation’
and others used in this context is an assurance that the EC law does effectively applies in the
national law systems. But the effective implementation of the EC law to national law is not the easy
task from the point of view of theory of law as well as from the point of view of practice. It is
connected inter alia with the differentiation of the EC law (primary versus secondary law, which
also is differentiated)45.
It is assumed that the precondition of membership to EU is that the candidate countries must align
their national laws, rules and procedures with those to EU in order to give effect to entire body of
the EU law contained in the acquis communautaire, which were created by the EC itself.
This so-called approximation process not only requires that all the relevant EU requirements are
fully transposed into national legislation (legal transposition) but also that an appropriate
institutional structure is provided in order to administer the national laws and regulations and the
semi-public organizations in the beneficiary countries to work with their counterparts in Member States. Together they
develop and implement a project that targets the transposition, enforcement and implementation of a specific part of the
acquis communautaire. The main feature of a Twinning project is that it sets out to deliver specific and guaranteed
results and not to foster general co-operation. The parties agree in advance on a detailed work programme to meet an
objective concerning priority areas of the acquis, as set out in the Accession Partnerships. Since 1998, beneficiary
countries have benefited from over 1,100 Twinning projects.
44
Each Twinning project has at least one Resident Twinning Agent (RTA) who is seconded from a Member State
administration or from another approved body in a Member State to work full time for a minimum of 12 months in the
corresponding ministry in partner country to implement the twining project
45
Schmidt, Micheal and Knopp, Lothar (2004), Reform in the CEE Countries with Regard to European Enlargement
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necessary controls and penalties put in place to ensure the law is fully complied with
(reinforcement). The candidate countries have the obligation to adopt the Acquis. Acquis
communautaire s is not defined legally, only it is mentioned in the Treaty of the European Union46
(article 2 and article 3). The term, it is asserted, embraces not only the primary and secondary law
of the EU but also the verdicts of the Court of Justice and the international legal obligation of the
EC.
The candidate countries are obliged to adopt the whole Acquis Communautaire. So, the process of
approximation (or harmonization) emraces the transposition of the legal norms including the
principle of the law and policy in the Treaty of the EU. According to the Treaty, the administrative
and political structure of the member states is an internal affair. Only certain requirements are
mentioned in the context of the political context when it comes to the administrative structures.
Here it can be mentioned also the Copenhagen Criteria’s, which have the similar content. In the
other way, the checking of the approximation process in accession procedure has an official
character. It is grounded on the political or administrative criteria. It may be supposed that the
European Council and Member states government are using the political criteria’s as expressed
during the Copenhagen Summit of 1993. The Commission may prefer the administrative criteria,
using as main standards the institution building, growth of the administrative staff and developing
of administrative regulation47.
The reinforcement of the administrative and judicial capacity is a key priority (short term) stipulated
in the Accession Partnerships 48 . The Accession Partnerships are designed to help prepare the
candidate countries to meet the criteria set by the Copenhagen European Council 1993 for full
membership. The Accession Partnerships contain precise commitments on the part of the candidate
countries relating, in particular, to democracy, macroeconomic stabilization, industrial restructuring,
nuclear safety and the adoption of the acquis Communautaire, focusing on the priority areas
identified in each Commision’s Opinions on the applications of the candidate countries for the EU
membership. Each country’s Accession Partnership is complemented by its own National
Programm for Adoption of the Acquis (NPAA). The NPAA sets out, in detail, how the states then
intend to fulfill the priorities of the Accesion Partnershipand prepare for their integration into the
EU. In this way, the NPAA complements the Accession Partnership – it contains a timetable for
achieving the priorities and objectives and, where possible and relevant, indicates the human and
financial resources to be allocated.
Initially, the Copenhagen criteria’s did not include a clear reference to administrative capacity
requirements. The main criteria imposed on candidate states in terms of their internal readiness49 to
join the EU can be summarized as the development of democratic systems of governance, the
creation of a working market economy and a proven capacity to absorb and apply the acquis
communautaire.

46
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The first more explicit indication that general administrative capacities were considered to be an
important issue in the enlargement process was provided by the references made to administrative
capacities in the ‘White Paper on the Preparation of the Associated Countries of Central and Eastern
Europe for Integration into the Internal Market of the Union’50. The White Paper makes extensive
reference to sectoral administrative requirements, while making more limited statements on the
necessity ‘horizontal’ capacities required to function in the EU51. The conclusions of the Madrid
European Council52, for the first time mentioned adequate administrative capacities as an explicit
criterion for membership, without, however, addressing the issue in more detail.
The first time administrative capacity was used as a criterion in its own right was in the
Commission Opinions, issued in July1997. In these opinions references were not only made to
administrative capacities to deal with the absorption of specific elements of the acquis
communautaire, but also to the need to develop general administrative capacities. Furthermore, the
opinions showed the contours of what the European Commission considers to be an adequate
administrative system. The criteria were developed further in the Commission Regular Reports on
Progress, published in November1998 and in the following years.
References to administrative capacities can be found in the Opinions and Progress Reports under
the section on the executive in the chapter on political criteria and in the section on ‘Administrative
Capacity to Apply the Acquis’. Even though actually the latter section largely is a sectoral
evaluation of administrative capacities in crucial policy areas, it also makes reference to general
administrative capacities53.
In addition to the necessity of meeting the requirements of the EU and its readiness to implement
the acquis communautaires, candidate states also have a self-interest in trying to develop an
effective administration. Experience from previous enlargements has shown that states which do not
set up effective administrative structures and procedures for the management of European Union
policy-making (defining national positions on Commission proposals, taking policy initiatives in
Second and Third Pillar areas, managing the presidency etc.) 54 tend to ‘lose out’ in the policy
process and face difficulties in meeting membership obligations.

CONCLUSION AND RECOMMENDATIONS
Adequate administrative capacity, human and financial resources to implement the National
Programme for the Adoption of the acquis (NPAA) are always very much needed. While it is true
that the candidate countries still carry the burden of the transition structures marked by
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Preparation of the Associated Countries of Central and Eastern Europe for Integration into the Internal Market of the
Union - White Paper. COM (95) 163 final, 3 May 1995
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Other problems would be the reform of the Comitology system, and the in crease in control capacities and powers of
the European Parliament
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Madrid European Council 15 and 16 December 1995, Presidency Conclusions
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Verheijen, T. (1995) Constitutional Pillars for New Democracies, Leiden: DSWO Press.
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centralization, hierarchy and lack of transparency, its public administration should serve public
needs by delivering services in a reliable, transparent, accountable, effective and efficient way.
The steps towards the reform of public administration in the potential candidates should include the
establishment of ethic standards in the public administration to prevent corruption, improvement of
internal communication, utilization of information technology, a transparent and performanceoriented EU integration processes.
Lack of European standards in the area of organization and functioning of state administration does
not mean that a candidate country is not obliged to meet a number of principles that are applied in
the organization and functioning of the state administration of the member states and the principles
applied in the European Administrative Space.
The principles such as reliability and predictability, openness and transparency, accountability,
rationality and efficiency of the state administration must be reflected in the constitution of the
candidate countries and transposed in pre-accession period into domestic legislation through
administrative legislation (i.e. in civil service law, administrative procedure law, administrative
process and judicial review law etc.).
The applicant countries need to reform continuously its public administration in order to progress
toward the European integration and to represent their people’s interest in the European integration
process. Although the EU has no direct authorization regarding the organization of government and
public administration in member and candidate states, membership and accession call for the
national administration to fulfill specific minimum requirements with regard to its performance.
For future membership in the European Union it is necessary, first of all, to fulfill the "Copenhagen
Criteria" and to fulfill specific standards in the field of public administration reform. Also, a country
that intends to join the European Union must have the capacity to conduct negotiations and
preparations that are part of this process, including the administrative capacity to implement the
“Aquis communautaire”. Full compliance with the acquis in the field of public administration is
required. Drafting the National Programm for Adoption of Acquis (NPAA) may not been enough to
align its legislation with the acquis communautaire unless additional steps for its implementation
are taken.
The fulfilment of general and horizontal administrative capacity requirements is one among many
criteria for EU membership and a relatively minor issue compared to the democracy, market
economy and acquis implementation capacity criteria. The relevance of the administrative capacity
was acknowledged by the EU at a comparatively late stage of the pre-accession process. A new
assessment system, consisting of a set of baselines, was tested for the first time in the preparation of
the 1999 Regular Reports on Progress, and is likely to be the basis also for future assessments of the
candidate country’s administrative capacity.
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STEPS TOWARDS PUBLIC ADMINISTRATION REFORM IN THE BALKANS:
A SIMPLIFIED MODEL

Mehmet Yilmazata

INTRODUCTION
This paper will focus on simplified strategies to optimize public administration trough a coherent,
applicable and sustainable reform process. While the paper will try to point out reliable strategies
for countries on the Balkan Peninsula it will not be strictly limited according to specified
geographical boundaries and shall consider a global perspective. In this context, especially solution
models or case studies previously applied by the International Community, i.e. international
organizations as the OSCE, the EU or the UN will be considered after being critically reviewed
regarding their implementation potential in the Balkans.
It should also be pointed out that quite a lot of programs aiming at the reduction of bureaucratic
hurdles, the development of a more efficient administration and more transparency, while in
principle a positive future asset for states on the Balkan Peninsula have to be adjusted to actual
needs and the de facto environment in the region. Well-meant intentions and initiatives by the
international community often merely tried to transfer experiences and models implemented in so
called “developing countries” or the “Third World” on the Balkans; a situation which barely meets
even basic standards of political and sociological in the region. Certainly, regional countries cannot
be measured with the same standards as developing countries, but moreover should be judged as
European countries being on a transitional process to adapt their respective administrations
according to contemporary, more effective solution models.
On the other hand, transparency should not remain a catchphrase: only publicly known clear and
preset standards for administrative work, will together with information on public work create an
environment really enabling citizens to profit from transparency.
One of the most important aspects addressed within this short study is the implementation of
transparency programs in administrative structures as one of the center pieces of public
administrative reform in the region. It will be pointed out that there is no definitive or absolute
model to guarantee a successful public service reform, but that it is quite possible to combine
approaches that are featuring transparency and anti-corruption measures, good governance,
professional training programs as well as the simplification of bureaucratic processes and adapt
them according to local needs and peculiarities. Furthermore, it is stressed that the use of new
information technologies and networking methods should be encouraged while it is also important
not to complicate those processes too much: efficiency and simplicity are of major importance.
Furthermore, citizens that are profiting from public administration should be encouraged to interact
with the relevant agencies and be able to address their needs more directly. Besides that it is
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essential to introduce independent audit and complaint mechanisms. It is also to be stressed that the
capacities have to addressed in a realistic way: nobody should expect to be able to implement i.e.
Scandinavian methods of administration in the Balkans, local sources and capacities have to be used
in a most efficient way, though. A way to achieve that goal might be to focus mainly on practical
needs without putting too much emphasizes on complicated and expensive theoretical goals: usually
daily needs are addressed best in direct interaction with local agents.
Public administration reform: key issues and solution attempts
The fact that every state, municipality or any other local entity has to be administered by either
appointed or selected bodies is actually common knowledge. Those administrative processes either
on the local, national or even supranational level create institutions which are running
administrative processes, known as bureaucracy.
It has to be stated that there has to be a clear distinction between politicians as decision makers and
the bureaucracy itself as implementing organ. 55 While the sheer definition bureaucracy is often
connected to negative associations it is also a matter of fact that only a bureaucratic administration
is capable of fulfilling -usually-non-profit orientated citizen services. Actually the negative
character of bureaucracies and its alleged soullessness is questionable. While even being
immortalized in Kafka’s literary masterpiece “Der Prozess” public administration or bureaucracies
simply try to fulfill the task of providing services to citizens.56 Weber states, that a bureaucracy is
able to attain the highest degree on efficiency, given its level of authority and professionalism.57
While some services provided by public administrations have already been or might be privatized,
some other tasks have to remain in public, but not necessary governmental hands. A look at
privatization efforts of public transport and public services as the railway services or water supplies
in cases as Argentine or the United Kingdom actually proved to be inefficient, had catastrophic
effects for the citizens and was more expensive for the public sector than if those services had been
left into government hands. 58 Therefore not always privatization or the lowering of public
administrative involvement, but restructuring might prove effective. Such retasking efforts or
rescheduling processes are actually part of efforts to make bureaucratic tasks more effective, save
money and provide better services to the citizens.
Therefore, bureaucratic reform processes and public administrative reform concepts are sought on
every level and in nearly all countries, the Balkans being certainly no exemption. In order to show
up areas that might be improveable or might be in need of reform processes, local conditions have
to be measured carefully in order to point out possible strategies and to work out new ways of
public service approaches.

55 Alberto Alessina/ Guido Tabellini: Bureaucrats or Politicians? Part I: A Single Policy Task, In: The American
Economic Review, Vol 97. No 1, 2007, p. 169
56 Richard Albrecht: Buergerrechte-Staatspflichten-Rechtssprechung-Buerokratie: Beitraege zur Justizkritik. GRINVerlag, Norderstedt, 2007,p. 63
57 Max Weber:
58 Ravi Ramamurti: Testing the limits of privatization: Argentine railroads. In: World Development, Vol. 25. Issue 12,
1997, p. 1989
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One major point to work towards effective public administrative reform steps is to determine the
actual need on the local, the national and sometimes even on the supranational level. Furthermore,
the relationship between administrative measures and the organs implementing them has to be
determined. 59 That means that the relationship between center, periphery and possible needs to
change that situation has to be determined.
While there is much talk about decentralization and the trend goes towards strengthening the local
level in administrative measure, also in the Balkans, that approach has to be critically analyzed. In
some cases, decentralization and the delegation of administrative tasks to the local level can be a
huge advantage, as local agendas are better able to determine their needs and to distribute goods and
services to their constituency. On the other hand, sometimes only superior institutions on national
or supranational level are really capable of delegating more complicicated processes. 60 While
certainly taking into account the possibility for decentralization, this choice has not to be “deified”
just because it is popular nowadays: besides the problem of worsening coordination processes and
loosing the “great picture” approach, an overt concentration on local issues might sometimes even
open the way for corruption and patronage or nepotism, especially when distributing jobs and
positions in administrative systems. Therefore, the role of the centre in distributing administrative
services has to be checked carefully and weighted according to its efficiency: in some cases
decentralization, in other cases a larger and more centralist approach should be considered.
For the Balkans and especially the successor states of the SFR Yugoslavia, the problem of nepotism
and patronage in distributing public service positions or distributing them has been a known issue.61
If local administration is strengthened by proponents of decentralization, which nevertheless might
serve communities in the Balkans to get better access to government services, not only the factor of
nepotism itself, but also ethnically motivated partisanship which might raise tensions in the area or
within communities has to be considered carefully. As ethnic partisanship is especially more easily
implementable on the very local level, appropriate, transparent and effective auditing measures have
to be ensured, guaranteeing the highest possible standards while filling administrative posts based
on merit and not on party connections, ethnical status etc.
Besides that, it should be added though, that nepotism is also quite common in other geographical
areas and within international organizations on a more discreet level. The controversial nomination
of Christian Schwarz Schilling as EU High Commissioner for Bosnia and Herzegovina, being
himself a former minister of Postal Services in Germany with no particular experience or skills to
work at this post besides his connections in EU bureaucracy might serve as a -negative- showcase.
A new step towards public administration would be the inclusion of citizens who are actually about
to profit from those measures into the process itself.62 The creation of citizen councils that interact
with administrative bodies and could address their needs directly to government bodies might be a
first step. An evolution of citizen council’s role is certainly possible, if they should prove effective
59 John Law: Notes on the theory of the actor-network: Ordering, strategy, and heterogeneity, In: Systematic Practice
and Action Research, Vol5, No. 4, 1992, p. 384
60 Andrew Knapp, Vincent Wright: The government and Politics of France. Routledge, Oxford, 1995, p. 369
61 Ian Jeffries: Problems of economic and political transformation in the Balkans, Pinter Publ. London 1996, p. 175
62 Jerry Kilian/ Niklas Eklund: Handbook of administrative reform: an international perspective, CRC Press/ Taylor&
Francis, Boca Raton 2008, p. 201
‐ 23 ‐

Analytical - Vol.3, Issue 1

in pointing out their needs towards administrative services. Citizen councils might support the direct
distribution low level administrative measures as filling in complaints, proposals etc. to the
authorities: they might not directly takeover administrative measures, but free administrative bodies
of dealing with small scale but time consuming tasks.
Another important point to get new impulses in public administration is doubtless the effective use
of new information technologies.63 It should also be a caveat not just to jump on the bandwagon
praising IT technology and electronic information services without critically reviewing its most
effective usage. The use of computer technology can be a huge easing for administrative processes,
nevertheless simplicity and user friendly implementation is the most important precaution before
taking steps into that direction.
Often administrations, stating proudly their entrance into the 21st century and the information era,
purchase computer technology spending a lot of financial resources, only to discover that
administrative personnel is not capable of using its equipment, slowing down processes and
effectiveness. Therefore a careful before- hand selecting process of the technology to be applied is
inevitable: real needs where it can improve working processes should be determined as well as
fields of work where there is no or little need to use information technology. The second step would
be to ensure that the newly implemented information/computer technology is easy to use by the
final user-administrative employed persons, civil servants or even citizens looking for
service/information- without the need for lengthy and expensive IT schooling.
Furthermore, costs implementing computer technology can be reduced substantially if not
expensive commercial user software and operating systems, but fully free of charge and worldwide
available free public domain software, namely LINUX is chosen. Besides specialized applications
usually not really used in administrative work, that operating system is capable of fulfilling all
needed tasks for basic citizen services without having to pay for license fees. Examples for the
successful application of freeware already exist in Mexico, the German municipality of Munich, the
municipality of Vienna etc... 64
If chosen carefully, citizens might not have to come up to governmental institutions to apply for
services or information, but could profit from the possibilities of online forms, easy accessible
information technology, etc. On the other hand, public administration might work more smoothly if
information is made available trough different levels and working branches using IT. Nevertheless,
a public administrative effort should also be courageous enough just to say “no” to the use of IT
technology if not really justified.
Within Public administrative reform, the comparative advantage factor for relying on certain
services or improvement possibilities has to be considered carefully: in some cases, private
companies, in some cases local citizen’s councils in other cases local, national or supranational
institutions will be most effective. The most challenging point within that strategy would be to
63 G. David Garson (ed.):Information technology and computer applications in public administration: Issues and
Trends, Idea Group Publishing, London, 1999, p. 137
64 George L. Kovacs, Sylvester Drozdik,Paolo Zuliani, Giancarlo Succi:Open Source Software for the Public
Administration, Presented at: Workshop on Computer Science and Information Technologies CSIT’2004, Budapest,
Hungary, 2004, p. 8
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determine “comparative advantage” factors, this might nevertheless be possible only trough parallel
and pilot implementation projects run in different areas: the costs and more complicated tasks to run
administrative processes simultaneously only to abandon the majority for one favorite solution will
pay pack in saving time and resources on the long term.65 Not theoretical models, but their actual
implementation in real life is the way to success.
Cost reduction on every level should be an important aim but should under no circumstances lower
the scale or quality of public services offered to citizens: saving money while blocking effective
governmental structures might prove dangerous and counterproductive, lowering popular trust as
well as creating more costs on the long term. Nevertheless, all administrative measures should be
scanned for ineffective working processes, overstaffed or unneeded tasks. Furthermore the often
seen problem of bureaucratic institutions administering just themselves should be addressed
seriously; simplifying tasks, redirecting working structures and skipping old fashioned working
techniques will free resources better to be used in administrative reform.66
Implementing educational programs for public servants is also a possible step towards more a more
effective administration: nevertheless, catchphrases and slogans should be avoided as well:
educational programs should not be implemented because it seems “modern” but only if it is
determined that working processes and public servants will profit significantly. Sometimes, well
established working structures after having been scanned regarding their efficiency might just left
be untouched. Furthermore, just implementing public administration models from the outside is also
a step to be considered in beforehand: while it is true that a lot of approaches implemented in i.e.
the EU have proven very successful and might be worth to be learned from, some structures are not
really applicable for the local needs of citizens in the successor countries of Yugoslavia. A
transparent, well structured municipal structure working closely together with its audience- the
citizens- is of course a model worth to be studied. But i.e. well meant democratization projects on
the local level, enabling citizen participation in the “core EU area” might backfire in the Balkans as
the audience is not the same: such well meant efforts might in fact promote only ethnically shaped
party structures which are not desirable in the region.67
A big need for providing more transparency in public administration is especially visible in Balkan
countries, not only as a measure against possible corruption, but also in order to audit and evaluate
administrational tasks more effective regarding their performance. The use of IT technology, i.e.
giving citizens online access to administrative work is an excellent step towards that
direction. 68 Citizens will feel more included and served better by transparent administrative
institutions.
A good example for what is implementable does already exist in some Bosnian municipalities
where easy access to civil servants and their supervisors in guaranteed and enabled not only trough
65 Commonwealth Secretariate: Commonwealth public administration reform 2004,The Stationary Office, Norwich,
2003, p.196
66 Aline Coudouel,Stefano Paternostro: , Analyzing the Distributional Impact of Reforms, Volume Two: A
Practitioners' Guide to Pension, Health, Labor Markets, Public Sector Downsizing, Taxation, Decentralization and
Macroeconomic Modeling, World Bank Publications, Washington 2006, p. 217
67 Peter Wagstaff: Regionalism in the European Union, Intellect Books, Exeter 1999, p. 35
68 Gioergio Petroni, Fani Cloete: New technologies in public administration, IOS Press, Amsterdam 2005, p. 35
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the relevant regulations but also trough an open architectural design. The Center for Citizens
information in Bosnia has been setting a positive example; furthermore the use of IT technology
and information sources has shown similar positive results as reported by local citizens.69
Besides that, further measures as direct citizen access, i.e. Independent audit mechanisms have to
be established that should report not directly or indirectly to the institutions they are examining, but
to superior institutions, ideally even involving the cooperation of citizen’s trough citizen councils
etc.
This tactics might contribute towards promoting a more professional civil service.
Furthermore, civil service also has to be more attractive as an employer: in order to get a neutral,
merit-based operative structure new performance management tasks that actually reward effective
service by employees will create a better working environment and also more satisfying results as
an outcome. Hiring criteria should be transparent and provide equal opportunity for all people
considering a civil service career. It might be possible to implement not a strictly legalistic view
with central exams, fixed and “frozen” terms on employment of future civil servants, hindered by
formal exclusion criteria as inflexible age limit, only certain fields of study etc. but try to get a more
pragmatic approach: whoever is capable of fulfilling an administrative job should be given the
opportunity to do so. Within that context, a wage reform that focuses on the performance of
employees while ensuring certain standards of social security to keep such positions attractive
might prove helpful as well.70
Furthermore, the introduction of a work ethos or work ethics in civil service might create positive
side effects for public service personnel, connect it more closely to their jobs and give them pride
with on their position as it serves the community. Civil service should not just be seen as a “job” an
attitude often being taken over by the private sector without providing the private sectors quality
and performance based approach. On the contrary, while promoting effective working methods, the
antiquated seeming fashion of seeing civil servants as a representative of their superior institutions,
a fact they can take pride in might be revived. Simply spoken, civil servants are not just employees;
they really “serve” the community.
Some worthwhile additions to strengthen transparency and closeness to citizens might be insured
trough the establishment of the office of an ombudsman able to solve conflicts between citizens and
the administration on a personal level rather than to resort to time consuming and often frustrating
legal struggles. This strategy has proven highly effective in Scandinavia on a local and within the
United Nations system on a supranational level.71
In terms of accountability, holding individuals responsible for financial losses, caused by open
reflectance to fulfill their tasks should not serve as a threat but against a widespread assumption in
bureaucracy that the state will pay for everything regardless individual government workers
performance.
69 Council of Europe: Guide to participatory democracy in Bosnia and Herzegovina and in Serbia and Montenegro,
Council of Europe Publishing, Strasbourg 2005, p. 92
70 Barbara Nunberg: Ready for Europe: public administration reform and European Union accession in Central and
Eastern Europe, World Bank Technical Paper No. 466, Europe and Central Asia Poverty Reduction and Economic
Management Series, World Bank Publications, Washington 2000, p.97
71 International Ombudsman Institute,Linda C. Reif (ed.): Vol 2, 1998, Kluwer Law International Publ., The Hague,
1998, p. 165
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While the supranational level approach regarding public administrative reform is usually only
reserved for international communities working together in an integration process under
neofunctionalist or federalist premises, it is still worth to take an outlook; growing cooperation
between Balkan states and their integration into the EU actually might open options on the
supranational level. Actually the critics of too much state involvement might even promote such
institutions. Strong states always have been traditional participants of political actions, whereby
supranational institutions functioned only as their “aide de camps” and the actions of states were
determined by short termed political interests. Functionalism emphasizes that the national state as
institution would have to be weakened as a participant in favor of supranational institutions, which
should attain supranational institutions; however the level of freedom of action and sovereignty,
which the states involved would deliver to the aforesaid institutions, meaning public administration,
nevertheless the scope of such institutions had yet to be determined and to be made acceptable for
national governments. 72 Neofunctionalist scholars give even more alternatives for such
supranational solutions: yet to be developed new bureaucratic institutions were expected to steer the
economic process of integration consciously, without being abstracted by inter-state conflicts and
clashes of interest. Spill-over processes were to take the lead: economic advantages would induce
the market participants to put pressure on their respective governments to strengthen international
or local co-operation.73 Therefore, a “supranational approach” in public administration might be the
exchange of information on strategies for better public administration between the governments or
even local municipalities of the Balkans: citizen’s rights and services are actually very likely to be
strengthened and the quality of public service will increase.
Summed up only if governmental and administrative institutions in the successor states of
Yugoslavia or anywhere else are able to develop responsive and transparent working processes
which have a high level of accountability. A holistic approach addressing all possible factors that
might slow down the successful implementation of public service reform will help to create
effectiveness, transparency and cost as well as quality orientated solutions. The always repeated
mantra that bureaucracy itself is inefficient and only a resolution of public administration will lead
to satisfying results is highly questionable: thoroughly organized, an efficient public administration
simply increases the quality of the distribution of public goods and service. The solution should not
be “less bureaucracy at every cost” but it should be dared to support this institution- given it is
organized and willing to look out for structural improvements.
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Studies in Istanbul. He has a remarkable experience of working as a consultant and analyst in
different international organizations. Mr. Yilmazata has a background in International Relations,
International Political Economy, Balkan and Central Asia studies. He holds degree from Freie
Universität in Berlin and currently is a PhD candidate at the Istanbul University.

72 Renaud Dehousse, (ed.): Europe after Maastricht. An Ever Closer Union?, CH Beck, München 1994, p. 36 ff.
73 Ben Rosamond, : Theories of European Integration,Palgrave/Macmilian Univ. Press, London 2000, p.. 54
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PUBLIC ADMINISTRATION REFORM IN SLOVAKIA: 20 YEARS OF EXPERIENCE
WITH DIFFERENT INSTITUTIONAL SETTINGS AT THE LOCAL AND REGIONAL
LEVELS

Daniel Klimovsky

INTRODUCTION
Slovakia has gone through a few very important changes for a relatively short period (since 1989).
They have included political changes (implementation of democratic elements, consolidation of
democracy, horizontal and vertical division of political power, etc.), economic transformation
(elimination of the limits of market economy, extension of private property, implementation of new
tax policy, etc.), and the administrative changes (new structure of public administration system, new
principles of action of public administration, improvements in delivering of public services, etc.).
Some of the related reform processes started already during the existence of Czechoslovakia, and
some later, however, no one has been finished yet.
This paper is dedicated to the reform of public administration in the conditions of Slovakia. My
main goal is divided in two points. Firstly, I would like to present the public administration reform
and its main impacts on institutional settings with special regard to local and regional levels; and
secondly, I would like to point out stages of the mentioned reform. For this, I utilize both the
description of legal conditions and empirical data related to the reform.
INITIAL REFORM PROCESSES (1989-1992)
An idea of necessity of the policy of decentralization has come to light in Slovakia since the
successful overthrowing of KSČ and KSS regimes in 1989. The communist institutions were
removed practically immediately but their replacement with a new system institutions (especially
political, administrative, and economic institutions) was rather problematic than trouble-free74. One
of the most visible uncertainties on the matter of mentioned replacement was related to its tempo.
Videlicet, the new system institutions were in comparison with removal of the so called old
principles developed very slowly, and moreover, they were developed quite often in a chaotic and
non-strategic manner. The main purpose of the political and administrative changes was to redesign

74Good example of such case was a change regarding social dialogue and its actors. While in the pre-November 1989
period, there were virtually no employers' organizations (the state was almost the monopoly employer); furthermore, the
freedom and rights of the trade unions were represented by the ROH, also controlled by the state, after the abolition of
the ROH in the spring of 1990 new trade union organizations and organs were established by the bottom-up method
(Čambáliková, 1996: 191). However, negotiating activities were quite complicated not only because of actors´ lack of
experience with the social dialogue under the conditions of market economy but also due to the unwillingness or
incapability of some actors to respect the requirements or proposals of the other actors.
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political and administrative systems considering their improvement and accommodation to the new
social as well as economic conditions.
Figure 1: Administrative division (general state administration) of Slovakia (till 1990)

Source: Kiš and Volko, 2007: 50.

Political parties, which came into existence at the beginning of 1990, were not professional enough,
did not go through long-lasting processes of ideological profiling, and often faced inner
disintegration processes. After the parliamentary election in 1990, some of them (VPN, KDH, and
DS) created a ruling coalition which undertook political responsibility for carrying out fundamental
systemic changes after the collapse of the communist regime (Mesežnikov, 2004a: 60).
Figure 2: Administrative division (general state administration) of Slovakia (1990-1996)
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Source: Kiš and Volko, 2007: 51.

The transformation of the territorial structure of government – its decentralization, particularly the
introduction, or more precisely re-establishment of self-government institutions at the local level –
was considered an essential task in the process of rebuilding political and administrative systems in
Central and Eastern Europe after 1989 (Illner, 1999: 7), and Czechoslovakia was not an exception.
Before 1990, only state administration existed there (Figure 3). Even though the lower bodies of
this state administration system dealt with all administrative and political issues and did have the
right of establishment of various committees where the inhabitants could be involved, in fact
(primarily because of existing strict subordination in one line) it was not possible to speak about
territorial self-government in that time. Moreover, also legislation defined national committees as
“state organs with self-government character” which proved their special character.
The communities (municipalities) obtained a self-government status by the Act of SNR No.
369/1990 Coll. on Communal Establishment and their prime function became an execution of
public affairs administration in the extent that was not belonging to the state administration issues.
By this way the Slovak communities became fully-fledged actors of policy-making on a local level.
In the same year, the system of national committees was abolished and new state administration
authorities were established. Important point in terms of policy-making processes (and more
precisely policy-making actors) is also the fact that the mentioned abolishment was very
significantly related to regional level of state administration because all regional state
administration bodies were abolished (Figure 4).
STAGE OF POLITICAL TENSIONS AND INSTABILITY (1992-1998)
Next development of reform steps was affected, very markedly, by political tensions that occurred
between the highest political representations of both the Czech and Slovak part of ČSFR. Especially
a significant part of Slovak politicians (particularly from HZDS and SNS) called very openly for a
separation of Slovakia. They based their arguments on a fact that Czech part had been preferred,
and on the contrary, Slovakia's needs had been marginalized during the whole period since the end
of 1989.
Figure 3: Organization of public administration system (1982 – 1990)75

75 In the cases of two biggest Slovak cities – Bratislava and Košice – there were national committees (National
Committee of City of Bratislava and National Committee of City of Košice) on a level of other regional national
committees, the so called borough national committees (they were on the same level as district national committees) as
well as local national committees. Among these national committees a strict subordination was present, i.e. local
national committees were subordinated to borough national committees and they were subordinated to national
committees on a city level.
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Key: GSA – general state administration; SSA – specialized state administration.
Source: Čechák and Lacina (2001) [modified by author].

After a series of unsuccessful political negotiations, the 1992 parliamentary election became a
turning point. The impatient winners of the election – Prime Minister Václav Klaus in the Czech
Republic, and Prime Minister Vladimír Mečiar in Slovakia – were able to agree only on the division
of the common state into two independent states. For them, a referendum76 on the matter seemed a
needless obstacle on the way to this ultimate goal. Thus, no referendum took place, and on 1
76 As it is stated by Procházka (2004), Vladimír Mečiar as the chairman of HZDS, before the parliamentary election in
1992, promised voters that Slovak citizens would have an opportunity to decide about the future of Slovakia in a
referendum. However, after the election, he “forgot” all his promises and HZDS as well as Vladimír Mečiar personally
was strictly against such a referendum on the future of ČSFR.
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January 1993, Czechoslovakia was dissolved. Although a formal celebration of independence took
place in Slovakia, it was not accompanied by popular enthusiasm but instead by ambivalence
(Bútorová, 2004: 99-100).
Figure 4: Organization of public administration system (1990 – 1992)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.

Separation of Slovakia from the Czech Republic was finally approved by the Federal Assembly of
ČSFR (Constitutional Act of the Federal Assembly of the Czech and Slovak Federal Republic No.
542/1992 Coll. on Decay of the Czech and Slovak Federal Republic) on 25 November 1992. Under
the rule of this constitutional act Czechoslovakia perished on 31 December 1992; and since 1
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January 1993 two succession states have started to develop their own political and administrative
systems. Obviously, due to unitary character of these states, they discontinued in utilization of a
federal political level (Figure 5).
Figure 5: Organization of public administration system (1993 – 1996)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.
SNR approved the Constitution of SR (Constitutional Act of the Slovak National Council No.
460/1992 Coll. the Constitution of the Slovak Republic) already before the official approval of
separation. SR has characterized itself as sovereign, democratic, and law-governed state (Article
No. 1 of the Constitution of Slovakia). Political practice showed indeed that to declare something
did not mean the same as to realize it. As it was pointed out by Szomolányi (2004), in the case of
Slovakia, the democratization was everything but not a simple and straight-lined process. During
the mid-90s Slovak political situation was characterized by absence of consensual elite issuing into
the polarity of society. Although levers had already been created for public to access the policymaking process in the early 90s 77 , strengthening public participation was not really a priority.
Policies of the government in that time were met with disapproval of a significant share of the
77 Several important related acts were enacted: Act of the Federal Assembly of the Czechoslovak Socialistic Republic
No. 83/1990 Coll. on Association of Citizens; Act of the Federal Assembly of the Czechoslovak Socialistic Republic
No. 84/1990 Coll. on Right of Assembly; Act of the Federal Assembly of the Czechoslovak Socialistic Republic No.
85/1990 Coll. on Right of Petition; Act of the Slovak National Council No. 369/1990 Coll. on Communal Establishment;
Constitutional Act of the Federal Assembly of the Czech and Slovak Federal Republic No. 327/1991 Coll. on
Referendum; Constitutional Act of the Slovak National Council No. 460/1992 Coll. the Constitution of the Slovak
Republic, etc.
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population which participated in demonstrations organized by opposition parties and civic
associations in Bratislava as well as in other cities in SR (Mesežnikov, 1997: 19). Moreover, in
1995 – 1997, during the era characterized by a “struggle over the rules of the game” and political
instability, the idea of a consolidated democracy in SR was considered more uncertain than just “a
variant of an unstable regime”78 (Szomolányi, 2004: 9), what was evident mainly within the frame
of policy-making processes. The so called “Slovak way of transformation” pursued from 1994 by
the governing coalition, was characterized by a long-standing conflict between the highest state
executive officials (especially President vs. Prime Minister), antagonism between the ruling
coalition and the opposition, the adoption of legislative and administrative measures designed to
concentrate all political power and to eliminate room for the competitive interplay of political
forces, the use of authoritarian methods to solve social conflicts, the repression of political rivals
(including illegal engagement of the secret service), political and economic cronyism, conflict
between the state (executive power) and representative of civil society, and mounting tension
between executive officials and ethnic minorities (Mesežnikov, 1999: 13). Paradoxically, as
mentioned by Klimovský (2005), such complicated political situation activated the third sector and
many NGOs, which deal with political issues, came into existence in that time.
Figure 6: Organization of public administration system (1996 – 2001)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.
Source: Nižňanský (2005) [modified by author].
78
As it is stated by Mesežnikov (1997), the government coalition did not only completely eliminate the ability of
the opposition to influence who would occupy key functions in the state administration but also filled those posts with
its own members or adherents (the most important information about every candidate was his/her political affiliation).
Thus, personnel changes within the system of public administration after December 1994 did have the character of
cadre purges, and the ruling coalition's activities related to occupancy of free public functions signified the cynicism
and arrogance of the coalition toward the opposition as well as its scorn for professional and moral quality.
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It is not surprising that the government did not have a real concern over decentralization in such a
political situation. With regard to reforming public administration, the government fulfilled only
two of its pledges. One involved a “horizontal” integration of the national government system,
which reduced the number of local offices of the national government. The other was a new
administrative structure, which divided the country into 8 regions and 79 districts (Figure 6). The
effect of these measures was not to streamline the system but in fact to make it more inefficient, as
the number of government offices, state officials and public expenditures all increased (Kling,
Nižňanský and Petráš, 1999: 108). Furthermore, the mentioned division did not respect both the
demands or needs of the public, existing local self-government units (communities) and their
associations, as well as various political subjects (for instance political parties); and proposals of the
other subjects like specialized expert groups or associations of the communities. This gave birth to
division that deformed regional relationships, deepened the socio-economic differences among the
established regions, and was not accepted by the public on an adequate scale.

Figure 7: Administrative division (general state administration) of Slovakia (1996-2004)

Source: Kiš and Volko, 2007: 55:

The government representation at regional as well as district level was a combination of two
organizational forms: all-purpose bodies (general state administration) and specialized deconcentrated bodies (specialized state administration). All-purpose bodies were organized along
general lines and were controlled by the government, while specialized de-concentrated state
administration authorities were organized on a functional basis and exercised their functions either
in districts or in regions79 (Malíková and Staroňová, 2004: 58).

79 Some of them created a two-tier administrative system (i.e. on both district and regional level), e.g. tax revenue
offices or environmental offices.
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Speaking about the period between 1989 and 1998 in terms of public administration reform, we
have to take into account that the period between years 1992 and 1998 was, by a few authors – e.g.
Pilát (2003) –, characterized as a period of public administration reform discontinuance80. On the
one hand, it is not strictly right because some important (in terms of state administration) acts were
approved by NRSR in 1996, however, on the other hand, from the self-government point of view, it
is quite clear that public administration reform (and especially a qualitative reform) was not in
governments' policy mainstream.
The government's plan in regard to continuation of public administration reform prepared in the fall
of 1995 and presented to parliament in the spring of 1996, provoked a strong criticism from the
opposition parties and representatives of various communal and regional associations. NRSR passed
the Act on Territorial and Administrative Division on 22 March 1996. President Michal Kováč
returned it to parliament for additional deliberations, objecting to, among other things, the law's
inclusion of Bratislava in a region consisting of surrounding towns and villages, which would
clearly dilute the political independence of the country's capital. The president's objections did not
change any views in parliament, and the act was passed without a change on 3 July 1996. The Act
on the Organization of Local State Administration abolished or amended dozens of acts and
government decrees, and replaced 448 first-tier and 128 second-tier organs of local state
administration with 8 regional authorities and 79 district authorities. The original text of its draft,
prepared by the Ministry of the Interior, was accompanied by a great number of objections – not
only from self-government representatives but from the central government itself (Nižňanský,
1998a: 48). Final versions of both mentioned acts concentrated political power especially in the
hands of the central government. In retrospective Nižňanský (1998b) emphasized that the year 1996
could, in terms of public administration reform, be evaluated as a year of definitive deviation from
original conceptions regarding decentralization of society that had occurred in the very early 90s.
State administration was strengthened to the prejudice of territorial self-administration which
became evident particularly in regional policy.
Even worse conditions were created for regional development. Several expert groups – for example
expert group of ZMOS, expert group of Ján Čarnogurský's government (1991 – 1992), or expert
group of Vladimír Mečiar's third government (1994 – 1998) – prepared a few variants of division of
Slovak territory into the regional self-government units in the first half of the 90s, and some of them
were even utilized in various government documents. However, these proposals remained always in
paper, and were never implemented in practice. The widening of the “scissors” gap in development
across regions after 1989 was primarily the result of historically accumulating differences in
economic, demographic and socio-cultural potential. This was the result of differences in the
modernization in which some regions were bypassed even by the technical aspects of
modernization. Thus, regions with above-average levels of fixed capital (in the sense of basic
infrastructure) such as Bratislava and its surroundings, Košice, Trnava, etc. contrasted extremely
sharply with other regions which are starkly “undercapitalized” such as Čadca, Spišská Nová Ves,
Nové Zámky, etc. However, it was also a result of the inadequate regional policies of the central

80 Nižňanský (2002) stated the same but as he puts it, the period of reform discontinuance was even longer, and namely
he spoke about the period of 1990 – 2001.
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governments and of insufficient opportunities for regions to undertake their own development
policies (Krivý, 1997: 289) during the whole period of the 90s.

CONTINUATION OF REFORM PROCESSES (1998-2006)
Although the results of parliamentary elections in 1998 indicated ongoing strong position of HZDS
within the Slovak political scene, because of zero-coalition potential of this party, a new ruling
coalition was created. The main problem as well as the weakest point of that ruling coalition (this
coalition involved two right-wing parties: SMK, and SDK; and two left-wing subjects: SDĽ, and
SOP) was its internal program inconsistency. While SMK and SDK preferred rightist solutions of
public problems and utilizing of rightist principles within a policy-making, SOP and especially SDĽ
preferred leftist principles and behaved very often according to their own preferences and not in
compliance with agreement that had been made by their representatives on 28 October 1998. The
key reason why these different parties had joined in, stemmed from the previous government's style
of policy-making and primarily from an identification of common political enemy personalized by
the controversial chairman of HZDS and the Prime Minister of previous government, Vladimír
Mečiar. Moreover, a party discipline of the ruling coalition's parties sometimes malfunctioned, what
was associated not only with differences in priorities of these parties but also with a fact that SDK
was an artificial political party including a few independent parties81. A pretty good example, in
Malová's (2004) opinion, of such politically undisciplined behavior can be illustrated by the
activities of the then Minister of Justice, Ján Čarnogurský, who was not a member of SDK (he was
a member of KDH) but occupied a ministerial position on behalf of SDK, and who sometimes acted
in compliance with the needs or interests of KDH rather than with those of SDK. Thus, although the
government approached preparation and implementation of reform steps, the intensity of these steps
was limited by the political composition of the government and their character was quite selective
(Mesežnikov, 2004: 63-64).
In spite of political preferences and other contexts mentioned above, every member of this ruling
coalition declared willingness to start a large-scale reform of public administration system that
would lead to its modernization and stronger orientation on citizens' needs. Such declarations were
included in the program proclamation and did have connection with Slovakia's effort to become a
full member of the European Union.
The activities of the government between November and December 1998 focused on analyzing the
current state of affairs in the country and in government ministries, and on creating conditions for
81 The amendment to the Law on Parliamentary Election was a tool in the hands of the then-ruling coalition to weaken
the opposition in general and individual opposition groupings in particular. It required that each individual party in a
coalition secured at least 5 % voter support to be given seats in parliament, and the main reason for such an element was
a fact that it should prevent then-opposition parties from forming standard pre-election coalitions and thereby using the
full potential of individual coalition members in the election (Mesežnikov, 1999: 15). Therefore the representatives of
KDH, DÚ, DS, SDSS, and SZS – i.e. the representatives of parties which started to co-operate together in 1997 as a
standard election coalition uniting five political entities of various sizes and ideologies for the purpose of a desire to
preserve democracy by attaining sufficient electoral support to reverse unfavorable developments and create a broadbased coalition of democratically-oriented political parties (Mesežnikov, 1999: 42) – in 1998 started to discuss openly
the following organizational setup of SDK in order to find an optimum form of participation in the parliamentary
election. Finally, in March 1998, SDK was registered by the Ministry of the Interior as an independent political party.
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the expedient rectification of the flawed pieces of legislation adopted by the previous government.
A detailed analysis of the situation in which the previous government had left the country was
published in February 1999 in the so called Black Book (almost every ministry published its own
Black Book) (Mesežnikov, 1999: 25).
The government declared to transfer the responsibility linked to public administration reform to a
Government Commissioner (Plenipotentiary) for Public Administration Reform, and Viktor
Nižňanský, who, at that time, was the director of economic think-tank M.E.S.A. 10, was
consequently appointed in February 1999. However, as far as the mentioned responsibility, under
pressure coming from the side of SDĽ as well as SOP, the ruling coalition had to change the
declared plans. Finally, the responsibility was divided among eight officials (four Deputy Prime
Ministers, Minister of the Interior, Minister of Finances, Head of the Office of Government of the
Slovak Republic, and mentioned Government Commissioner for Public Administration Reform),
which embarrasses the existing situation. The absurdity of this decision, and the chaos it sowed in
the responsibilities of the various actors was apparent as early as December 1999, when SDĽ
accused the Government Commissioner for Public Administration Reform of not having done a
sufficient preparation for the reform of public administration. This party also demanded that a
single person be made responsible for preparation of the reform, and proposed that the entire agenda
be transferred to the Deputy Prime Minister for Legislation (this position was taken over by a
representative of SDĽ) and to the Ministry of the Interior82. But it was soon apparent that SDĽ's
demands flowed from its partisan interests – this party objected to the extent of decentralization
proposed, the structure of local state administration offices, as well as to the swiftness of the reform
and thus it tried to gain control of the management of the reform (Kňažko and Nižňanský, 2001:
107). Draft Conception of Decentralization and Modernization of Public Administration was
approved by the government on 11 April 2000.
Figure 8: Territorial division of Slovakia (proposed model of 12 regional self-government units)

82
Ironically, it was SDĽ along with SOP that had most vehemently opposed the idea of leaving preparation of
the reform up to an individual government commissioner, and had demanded that various ministers be given
responsibility for it (Kňažko and Nižňanský, 2001: 107).
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Source: Sekcia verejnej správy Ministerstva vnútra SR, 2001.

In May 2000, NRSR passed the Act No. 211/2000 Coll. of Laws on Unrestrained Access to the
Information and on Changes and Completion of some other Acts. The entire legislative process was
accompanied by a support campaign led by NGOs under the slogan “what is not secret is public”
(during the vote, the law was supported not only by MPs belonging to the ruling coalition but also
by MPs representing SNS, an opposition party at that time; HZDS was boycotting the parliamentary
session) (Mesežnikov, 2001a: 19). This act created broader space and more possibilities for
involvement of the public in policy-making processes.
At the same time the government was deciding on an establishment of regional self-government
units and their bodies. Members of government negotiated the regional division of 8 units and 12
units in June 2000. With the exception of two ministers from SMK, all members voted on 12 units
variant (Figure 8)83. An integral part of public administration reform should also mean a reduction
of regional as well as district state administration. However, the ruling coalition did have according
Kňažko and Nižňanský (2001), in the half of its term of office, diametrically opposing opinions on
the transfer of state property to the self-government units. Even the state bureaucrats (i.e. especially
senior civil servants) were being jealous of surrendering property related to the devolution of
powers. Some of the ministers (particularly those from left-wing parties, i.e. SDĽ and SOP) wanted
to retain their influence over that property, which was in direct conflict with the principles set out in
the Strategy of Public Administration Reform. In this context, in September 2000, SDĽ utilized the
83
This result was, as given by Kňažko and Nižňanský (2001), a bit surprising, because while in 1999 SDĽ
preferred the 3 + 1 model (three regions, i.e. Western Slovakia, Middle Slovakia, and Eastern Slovakia + Bratislava),
and was willing to accept a maximum of 8 regional self-government units, in June 2000 SDĽ ministers supported the
mentioned proposal. The behavior of two government members representing SMK reflected a dissatisfaction of this
party with the government disapproval linked to an establishment of the so called “Komárno župa” (SMK requested an
establishment of an independent regional self-government unit that should have involved six districts which are
characterized by high share of citizens with Hungarian nationality and are situated in the South-West part of SR) as well
as with the government decision to divide these districts between two regions (SMK restricted its demand later and
asked for involvement of all these districts into one regional self-government unit).
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right of veto in order to stop the proposal on abolition of regional and district state administration
authorities with general competences and on their replacement by the regional or district state
administration authorities with specialized competences.
Evaluative report of the European Committee consequently criticized the government in November
2000 due to fact that an approbation of concrete acts associated with public administration reform
as well as approval of Act on Civil Service were put off (Kling and Nižňanský, 2001: 208).
Figure 9: Territorial division of Slovakia (approved model of 8 regional self-government units)

Source: Kiš and Volko, 2007: 55.

As stated by Demeš (2001), the NGOs did not stay passive in this situation any more and began to
be much more active in relation to the public administration reform. After the conference “Civic
Vision of Slovakia: The Third Sector on Public Administration Reform” (Občianska vízia
Slovenska: Tretí sektor o reforme verejnej správy) organized by S.P.A.C.E. Foundation in January
2001 for all relevant political actors, they started a campaign called “For a Real Public
Administration Reform” (Za skutočnú reformu verejnej správy) in March 2001, which was
supported by petition activities. Consequently, the activists from more than 300 Slovak NGOs
published a public appeal called “Accomplish What You Have Promised, Make Terms, and Revive
a Real Public Administration Reform” (Splňte, čo ste sľúbili, dohodnite sa, oživte skutočnú reformu
verejnej správy).

‐ 40 ‐

Analytical - Vol.3, Issue 1

Figure 10: Organization of public administration system (2002 – 2004)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.
In such atmosphere, the government agreed, during its special session on 1 April 2001, on two law
drafts in regard to establishment of regional self-government units and their bodies. The
government approved a decision on creation of 12 parallel regional units and bodies – 12 regional
state administrative authorities and 12 regional self-government units, i.e. 12 + 12 model (although
SDĽ and SOP did not support this variant, they did not use the right of veto). Although there
existed quite a large resistance against this model from the side of some political subjects84, for
84 The government proposal of 12 + 12 model was under the pressure of criticism especially from the side of
opposition political subjects. HZDS preferred the variant of 8 regional state administration authorities and parallel 8
regional self-government units. SNS advocated the division variant with 4 regional territorial units (Bratislava, Eastern
Slovakia, Middle Slovakia, and Western Slovakia). Its representatives emphasized that such territorial division would
be optimal in terms of state budget balance. Probably the most criticism, concerning public administration reform, came
from the side of Smer-SD. At the beginning of 2001 its representatives criticized public administration reform as such.
For example, Boris Zala stressed that it would internally disintegrate state and state would lose its control function
which would cause many serious problems related to the functioning of state administration as well as territorial selfgovernment. The chairman of Smer-SD, Róbert Fico, marked this reform as “organized diffusion of chaos” and as
“mafia-way how to divide a territory, influence and money” (Mesežnikov, 2001b: 105). However, critical comments on
public administration reform and primarily territorial division came from the side of ANO as well, because it demanded
a model of 16 regional self-government units.
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instance ZMOS also preferred the mentioned government proposal declared in the official public
statements presented by its representatives. However, these drafts were not (on 4 July 2001)
supported during the parliamentary discussion on them by all political subjects of a ruling coalition
(the left-wing parties, i.e. SDĽ and SOP, did not vote on their approval in the proposed versions85),
and therefore their approved versions varied from proposed ones (Figure 9). Finally NRSR
approved three important acts that were influenced by the mentioned events: Act of the National
Council of the Slovak Republic No. 302/2001 Coll. of Laws on Self-Government of the Superior
Territorial Units (the Self-Government Regions); Act of the National Council of the Slovak
Republic No. 303/2001 Coll. of Laws on Bodies of Self-Government Regions Election and on
Completion of Civil Court Rule; Act of the National Council of the Slovak Republic No. 416/2001
Coll. of Laws on Some Competences Devolution from State Administration Bodies on the
Communities and Superior Territorial Units. The most unaccountable point linked with political
activities concerning approbation of these acts was distinct, focusing on regional division of Slovak
territory instead of a complex appraisal of quality of this part of public administration reform
(Figure 10).
Immediately after the decision of NRSR, Viktor Nižňanský took his discharge from the function of
government commissioner, and Ivan Mikloš, the Deputy Prime Minister for Economics, refused to
guarantee the form public administration reform. The representatives of ZMOS, various NGOs, and
communities protested against the approved territorial division and likened it to violation of
democratic principles or political failure. ANO even requested suspension of whole public
administration reform and its main argument was linked to weak legal preparation and vaguely
defined competences of superior territorial units' bodies. However, nothing happened and a question
of continuation in public administration reform was overshadowed by forthcoming election.

85
These two coalition partners behaved in contrast to proposal that was approved by the Government of SR
(Government Decrees No. 23/2000; 491/2000; 293/2000), Council of the Government of SR for Public Administration,
Economic Council of the Government of SR, Council of ZMOS, Congress of ZMOS, and ÚMS. It was paradoxical
because in all of the mentioned bodies they did have their own representatives, and they used to support the mentioned
proposal there.
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Figure 11: Size structure of the communities in SR (2004)

Key: “bez údajov (vojenské obvody)” – without any data (army zones).
Source: Zvolenský in: Čavojec and Sloboda, 2005: 19.

Concerning as the competences, these were transferred from the subsystem of state administration
to the relevant territorial self-government units, i.e. communities and superior territorial units in
several periods86. The reason why the interested actors took a decision on such periodical approach
was an accentuation of necessity to provide an adequate time for both the superior territorial units
and communities to prepare themselves for a proper execution of those competences. However,
even if the mentioned periods were longer, it would not be possible for the most of communities to
be prepared for it. The problem is that there are too many very small communities (Figure 11),
especially in the countryside of Eastern and Southern parts of SR. For better understanding, I can
choose just two numbers and use one example: nearly 70 % of all Slovak communities have less
than 1.000 inhabitants, and only a bit more than 16 % of total population of SR lives in these 70 %
of all Slovak communities; the smallest community called Príkra has only 10 inhabitants but, under
the rule of the Act of the SNR No. 369/1990 Coll. on Communal Establishment as amended, it has

86 For instance, there were five different periods for transfer of some competences from state administration units to
communities under the rule of the Act of the National Council of the Slovak Republic No. 416/2001 Coll. of Laws on
Some Competences Devolution from State Administration Bodies on the Communities and Superior Territorial Units as
amended: as per January 1st, 2002; as per April 1st, 2002; as per July 1st, 2002; as per January 1st, 2003; and as per
January 1st, 2004.
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the same competences as the biggest Slovak community with a one-level communal selfgovernment87 – Prešov, with more than 90.000 inhabitants.
After the parliamentary election in 2002, a ruling coalition of right-centrist (conservative as well as
liberal) political parties – SDKÚ, SMK, ANO and KDH – was created. From the viewpoint of
program orientation, these parties promoted market-oriented policies in the social-economic fields
and adhered to basic liberal democratic values. The government program of this coalition presented
an ambitious plan of sector reforms concentrated on a short period of time (Mesežnikov, 2004a:
64).
Figure 12: Organization of public administration system (2004 – 2007)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.
Source: Nižňanský (2005) [modified by author].
87
Bratislava and Košice are the biggest Slovak communities (there are more than 450.000 inhabitants in the case
of Bratislava, or 240.000 inhabitants in the case of Košice) and, under the rule of the Act of SNR No. 377/1990 Coll. on
Capital of the Slovak Republic Bratislava as amended as well as the Act of SNR No. 401/1990 Coll. on City of Košice
as amended, use the so called two-level communal self-government, where one level is created by city en bloc and its
self-government bodies, and the second one involves city parts (Bratislava is divided in 17 city parts, Košice in 22 city
parts) and their self-government bodies.
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There were three important turbulences within the ruling coalition formed on the ground of
parliamentary election in 2002 (the mentioned coalition consisted of four right-wing parties: ANO,
KDH, SDKÚ, and SMK) which, in the end, led to the shortening of government's term of office (i.e.
in 2006). However, despite of them, the government was able, without exception of a period at the
very end of its term of office, to push ahead several important reforms88.
The poll linked to the second regional self-government election in 2005 was characterized as
political disillusion; (approximately 18 % of electorate voted in the first round, however the poll in
the second round was only a little bit more than 11 %). Empirical data derived from various surveys
or political analyses (Klimovský, 2006; Klimovský, 2007; Mesežnikov, 2006) that were developed
before this election supported a hypothesis about a low degree of citizens’ awareness and interest in
the activities of regional self-government bodies within the period of their first term of office89.
As far as public administration system is concerned, the government implemented fiscal
decentralization and put into practice some substantial changes concerning state administration
(particularly on its sub-national levels).

88 The second government of Mikuláš Dzurinda was very often marked as rightist-oriented one. Mainly the common
Slovak citizens, who were under the influence of various mass media as well as the parties in opposition, considered it,
as Javůrek (2004) pointed out, the rightist government and therefore all its reforms received a title “rightist”, too. But
such approach is simplified rather than correct indeed. Videlicet, the most of the realized reforms had only an anticollision character, and public administration reform was not an exception. Therefore, any attempts to create a
conditional connection between its shape and rightist-oriented government are incorrect and imprecise. Many of the
implemented changes were necessary, and it was a coincidence that there was no sufficient political willingness to put
them into practice earlier. Such connection caused a fact that public opinion on public administration reform was
connected with public opinion on the government and its other activities.
89 This is contrary to Peter's (2006) assumption about relationships between sub-national governments and their clients.
According to that assumption, sub-national governments are, in general, closer to the actual delivery of many public
services, and also have closer relationships with their partners in delivering services. This proximity to the actual work
of government and their contacts with clients can lead to their becoming absorbed with the needs of community or
region (Peters, 2006: 18).
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Issue of fiscal decentralization became a true “hit” in the public debate on public administration
reform and its continuation. All major political parties pledged to decentralize power over public
money, and all advocated accumulation of the self-generated revenues of self-government units
(Kling and Nižňanský, 2003: 195) on both local and regional level. Viktor Nižňanský, before its
implementation, stated that many political actors as well as common people automatically
connected fiscal decentralization to higher revenues in local and regional self-government budgets.
It seemed it could be difficult to explain that fiscal decentralization should play “only” a role of
suitable tool which shifts decision-making processes regarding fiscal tools or instruments (mainly
taxes, i.e. tax policy) from central level to lower levels (Manca, 2003: 3).
Although fiscal decentralization was expected with big apprehensions primarily from the side of
self-government units and their associations, after a relatively short period their representatives
complimented its impact. For example, Pilát and Valentovič (2006) mentioned, that according
ZMOS's internal research, only 11 towns lost due to fiscal decentralization and its compensation
mechanism in 2005. For that reason it was supported by ZMOS. However, because of mechanism
of fiscal compensation, the representatives of biggest towns (for example Banská Bystrica, Nitra,
Trnava or Žilina) were not as satisfied as the smaller communities. As a consequence of such
situation an internal tension in ZMOS90 occurred (for example, the representatives of mentioned
towns threatened ZMOS by a suspension of their memberships.
Despite of strong opposition at the side of ZMOS, on 27 September 2005 NRSR approved an
amendment of the Constitution of SR and introduced an external control, realized by NKÚ and its
organizational units, with respect to territorial self-government (until this period, external control
could have been done only in the cases of execution of delegated state administration tasks). ZMOS
considered it a possibility for groundless state interference with self-government issues but the most
of experts – e.g. Pilát and Valentovič (2006) – considered it a meaningful and necessary element
which reflected an increase of territorial self-government importance.
Besides mentioned changes, several interesting and in some cases also rational proposals
concerning territorial self-government were drafted in 2004 and 2005. First of all I have to mention
a document called Communal Reform which had been elaborated by Viktor Nižňanský,
Government Commissioner (Plenipotentiary) for Decentralization of Public Administration. This
document involved, besides other elements, justification and proposals for an amalgamation of units
on a communal level of territorial self-government. Viktor Nižňanský was inspired by
amalgamation processes in some European countries (for example in Nordic countries, Poland, or
some German states) and proposed two possibilities for an elimination of too high fractionalism
associated with communal territorial self-government in Slovakia. The representatives of ZMOS,
especially its chairman Michal Sýkora, stressed that communal reform has been necessary but
amalgamation is possible only if the principle of spontaneity be adhered. Besides this proposal,
some experts as well as politicians called for a re-arrangement of regional division of Slovak
territory. While creation of more regional territorial self-government units in the Eastern part of SR
(for instance Region Spiš or Region Zemplín) was supported mainly by the regional political actors,
90 Pilát and Valentovič (2006) mentioned that according to ZMOS's internal research, only 11 towns lost due to fiscal
decentralization and its compensation mechanism in 2005. For that reason ZMOS supported it.
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an issue of independence of Bratislava (with a position of self-government region) was supported
not only by Bratislava's representatives but also by many experts. However, all these proposals
failed to attract broad political or public interest and support.
Figure 14: Organization of public administration system (since 2007)

Key: GSA – general state administration; SSA – specialized state administration; SG – selfgovernment; DSA – delegated state administration.
Source: Nižňanský (2005) [modified by author].

STAGE OF AD HOC REFORM PROCESSES
New government that came into power in 2006 has not mentioned continuation of decentralization
processes in its program proclamation. Despite of Prime Minister's pledge to reduce 20 % from
overall number of civil servants, bigger reduction of that number has not been fulfilled yet.
However, the government succeeded in other program proclamation commitment, and elaborated a
proposal of act which was consequently approved by NRSR and which is to abolish the regional
authorities (Figure 14) for general state administration performance. Furthermore, the government
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successfully proposed (in the beginning of 2009) abolishment of a few ministries (Ministry of
Environment and Ministry of Construction and Regional Development). Both of them were
managed by SNS’s nominees, and at both of them huge corruption scandals came into light during
the previous period. Paradoxically, both of them should be abolished after the next parliamentary
election, and therefore it is still open question whether they will be really abolished.
Concerning regional and local government structures, no big changes have been implemented. The
Governmental Commissioner for Territorial Self-Government, Ján Turčan, were trying to prepare
some program, or more precisely some solution for too high fragmented local structure. However,
no final version has been presented so far, and there is a lack of public discussion on this matter too.
STAGES OF REFORM PROCESSES
For the purpose of responding the second aforementioned question, I utilize an earlier division
elaborated by Mesežnikov (2004a). Obviously, due to further development, his division must be
modified and therefore I have added one more stage:
¾ stage of radical political transformation, and creating conditions launching the economic
transformation (the end of 1989 – the first half of 1992);
¾ stage of hampering, even stagnation of the political democratization process;
implementation of selective reform steps in the socio-economic field was limited; the so
called perverted form corresponding with the necessary support to establish a semiauthoritarian regime (the second half of 1992 – the end of 1998);
¾ stage of restoring political democratization processes, and carrying out reform steps in
socio-economic fields that correspond with the basic framework of a liberal-democratic
regime (the end of 1998 – the beginning of 2006) (Mesežnikov, 2004a: 59-60);
¾ stage of critique and reappraisal of the policies (and especially their reform parts) of
previous government, and attempts to their modification (mid 2006 – up to the presence).
Similar but a little bit different division of development of SR provide the criteria linked to
processes of coalition bargaining. Coalition bargaining usually involves two processes. First one is
linked to program negotiation, the second one to distribution of ministerial (or other senior)
positions. With respect to theoretical background developed by Laver and Schofield (1990) and
Martin and Vanberg (2004), there are three models of that bargaining:
¾ First Model: The strongest party which invited the other parties for a creation of ruling
coalition enforces the other partners own priorities as well as ways how to reach them.
¾ Second Model: Every member of ruling coalition decides independently about public policy
within entrusted branch, and is fully responsible for it.
¾ Third Model: All members of ruling coalition respect common program priorities, they
response together, however, they accept a fact, that a guarantee has been assigned for every
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branch and therefore this guarantee has the biggest impact on the final form and shape of
entrusted public policies.
As far as the Slovak conditions are concerned, as put by Mesežnikov (2004b), since the
establishment of SR the first of those models had been utilized by the central government. The
change occurred in 1998 when the second model was implemented into the policy-making
processes on a central level. The third model (although in some branches still the second one
remained) came into effect during the second term of office of Mikuláš Dzurinda's government (i.e.
in between 2002 – 2006). The Róber Fico's government, however, showed that the central
government returned back to the first model in which Smer-SD and especially his chairman 91
played the most crucial role.
CHALLENGES INSTEAD CONCLUSIONS
In spite of many reform processes and implemented changes, Slovak system of public
administration is still far away from the state when the relevant subject could be fully satisfied.
There are several problems which should be solved in the near future. From all of them I can
mention two the most serious ones:
•

The very first problem which has to be solved in the near future is a too high fragmentation
of communal self-government units. The increasing problems of rural areas in Slovakia have
caused a gradual outflow of economically active people to towns or urban areas.
Furthermore, young people who leave villages to study in towns do not return to their
villages after finishing their studies because they see no future there (especially if their
villages belong among the group of smallest or the group of small communities, i.e. less
then 500 inhabitants or less then 2.000 inhabitants). Rural areas are thus becoming
depopulated and are increasingly inhabited by elderly people and pensioners (Kling, 2003:
473). Many of such atomized units are not even able to perform their tasks, and recently
have to look for co-operation possibilities. The unification of their approaches should indeed
be introduced.

•

Very serious problem seems to be a low degree of citizens' awareness too. In this point it is
quite fair to expect a quantitative as well as qualitative change on the sides of all interested
and relevant political actors. E-government seems to be a good way how to better and
intensify the information stream, but is should not be the only means. Improvement of
communication between the citizens and their political representatives through various
public hearings or public discussions could be very helpful, too. An effective information

91Róbert Fico (aware of his own power in terms of results of parliamentary election in 2006, and the following increase
of Smer's popularity among the Slovak electorate) has acted rather authoritarian many times in the position of Prime
Minister. On the one hand, he persistently disclaimed failures of his party-mates (for example failures of the Minister of
Finance, the Minister of Interior, the Minister of Labour, Social Affairs and Family, or failures of the Minister of
Health); on the other hand, he openly presented Smer's interests as the government's interests and generated a pressure
on ĽS-HZDS as well as SNS to accept them. Moreover, his pressure led in some cases to forced abdication of ministers
from these two smaller ruling parties but although various scandals have been linked to Smer’s nominees as well, the
two smaller ruling parties either did not dispose with a position to press them to abdicate or they did not have interest to
do so.
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policy provides for the existence of mutual communication channels which help to achieve
planned goals.
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ABBREVIATIONS:
Names of the Political Parties:
ANO (Aliancia nového občana) – Alliance of the New Citizen
DS (Demokratická strana) – Democratic Party
DÚ (Demokratická únia) – Democratic Union
HZDS (Hnutie za demokratické Slovensko) – Movement for a Democratic Slovakia
KDH (Kresťansko-demokratické hnutie) – Christian Democratic Movement
KSČ (Komunistická strana Československa) – Communist Party of Czechoslovakia
KSS (Komunistická strana Slovenska) – Communist Party of Slovakia
ĽS-HZDS (Ľudová strana – Hnutie za demokratické Slovensko) – People’s Party – Movement for a
Democratic Slovakia
MNI (Maďarská nezávislá iniciatíva) – Hungarian Independent Initiative
SDK (Slovenská demokratická koalícia) – Slovak Democratic Coalition
SDKÚ (Slovenská demokratická a kresťanská únia) – Slovak Democratic and Christian Union
SDĽ (Strana demokratickej ľavice) – Party of the Democratic Left
SDSS (Sociálno-demokratická strana Slovenska) – Social Democratic Party of Slovakia
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SF (Slobodné forum) – Free Forum
Smer-SD (Smer – Sociálna demokracia) – Direction – Social Democracy
SMK (Strana maďarskej koalície) – Hungarian Coalition Party
SNS (Slovenská národná strana) – Slovak National Party
SOP (Strana občianskeho porozumenia) – Party of Civic Understanding
SZS (Strana zelených Slovenska) – Greens´ Party of Slovakia
VPN (Verejnosť proti násiliu) – Public against Violence
ZRS (Združenie robotníkov Slovenska) – Association of Workers of Slovakia
Other Abbreviations:
ČSFR (Česká a Slovenská Federatívna Republika) – The Czech and Slovak Federal Republic
NKÚ (Najvyšší kontrolný úrad) – Superior Controlling Authority
NRSR (Národná rada Slovenskej republiky) – The National Council of the Slovak Republic
ROH (Revolučné odborové hnutie) – Revolutionary Trade Unions
SNR (Slovenská národná rada) – The Slovak National Council
SR (Slovenská republika) – The Slovak Republic
ÚMS (Únia miest Slovenska) – The Union of Towns of Slovakia
ZMOS (Združenie miest a obcí Slovenska) – Association of Towns and Communities of Slovakia
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SLOVENIAN LOCAL ADMINISTRATION REFORM 1993-2010

Uroš Pinterič

INTRODUCING SLOVENIAN REFORM OF PUBLIC SECTOR
Citizens around the world are awakened as never before to their right to an effective government, to
a government that can perform honestly and efficiently. This awakening is the greatest source of
pressure for better public policies, administrative reform, and a "New Public Management."
Administrative reform is now an unquestioned priority of the international community, of OECD,
of the World Bank, of the European Union, and of many regional bodies. This is also the case in
Slovenia.
Since the Independence of Slovenia in 1991, there was a strong need for reform of public sector,
connected to the new situation where some institutional structures and practices had to be replaced
with more democratic and flexible ones. Former communist – Yugoslav institutional framework
was destroyed and inappropriate for unified small state trying to adopt democratic tradition of
Western Europe and to enter the European Union as final instance of its formal democratization. If
first years after the Independence were mostly burdened with revitalizing Slovenian economic
system and defining major shape of political and administrative institutions, only after the 1995 and
due to accession to European Union Slovenia started to think about more effective and customer
oriented public administration.
Slovenian reform of public administration was mostly theoretically supported by the New Public
Management approach defined by Lane (1995, 2000) and Osborne and Geabler (1993) as most
influential writers on reforming public sector in the way opposite to bureaucratic organization.
Slovenian researchers and academics prepared different studies on how to implement ideas on more
flexible, effective, economic and user oriented administration in Slovenia. Under the pressure of
public dissatisfaction with public administration performance and after quite loud academic debate
on reforms and under the pressure of European Union Slovenia started with more serious public
sector reform in 1997. The reforms of Slovene public sector can be divided in four basic periods of
development.
In this overview of Slovenian public sector reform we will try to define basic characteristics of
Slovenian public administration reforms in its historical aspect, stressing basic shifts towards more
effective, better organized, more user-friendly and less clientelistic and bureaucratic practices of
work. With other words we will try to define best practices and warn from some missteps on the
way towards better public administration in Slovenia.
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TRANSITIONAL REFORM PROCESS FROM 1991 TO 1999
In years 1991 and 1999 only few institutional structures and practices were replaced. After the
disintegration from Yugoslavia, Slovenian public administration continued with basic governmental
duties that were necessary for the functioning of the state. In this way also some new necessary
structures of public administration were made (for example: customs offices at borders with
Croatia).
In first years after the independence the strategies for the reform were placed. This preparational
period for the reform of public administration was quite long and also demanding. The result of
preparational period was the scheme of organizational structure of new Slovenian public
administration and timeline needed for the reforms to be implemented. Due to the accession to
European Union in 1997 and demands of administrative environment for greater efficiency of
public administration and better quality of public services, the reform of public administration
became urgent and it has been carrying out since then. The role of public administration was very
important in the process of the Slovenian accession to the EU because Slovenia needed to develop
and adapt the administration systems to the point that they were able to work in the framework of
European administration integration (so called common European administrative space).
So, during the years 1996 - 1999 the reform was based on the implementation of two main goals
written in previous mentioned strategy: to increase the effectiveness of public administration and to
adjust its structure and functions to the needs of uniting with European community.
The core institution for the implantation of the reforms was Office for organization and
development of government, which combined four different sectors: sector for organization and
activities of public administration, sector for normative activities, sector for inspectors and
governmental academy. The Office represents strategic and performing part of the whole public
reform process later on.
During 1996 - 1999 period the process of decentralization of decision making and organizational
structures started, strive for professionalization was obvious, the inclusion of improvement of
vertical and horizontal coordination of work happened and much clearer division of work between
parliament and government was seen. In those years also the status of para-state institutions was
clarified. Next to this, positive was also change in legislative part of the reforms. There were first
changes in administrative legislation such as Law on Government, Law on public sector, Law on
public agencies, Law on civil servants and legislation on local self-governance. According to the
previous legislation in this area, much more clear relations between institutions were defined as
well as their competences and work control possibilities.
However, the European Commission stated in its 1998 annual report on Slovenian pre-accession
reforms: »Slovenia has made progress in the construction of some governmental institutions, but it
still hadn't made enough progress in legislative area and jurisdiction. Slovenia was more concerned
of economic reforms and less in short time priorities for membership«. So at the end of 1998
Slovenia was still not enough prepared for the membership in EU from the public administration
point of view.
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In this period, reforms of the local government started after the initial set-up of political system.
First national law on municipalities was accepted in 1993, modernizing the role of municipalities
from 63 communal entities to 144 modern municipalities. However, the role of municipalities was
not reformed or it was even marginalized, by the fact that many functions of local development
were centralized under national legal frame. At the same time idea about creating second layer of
local administrations become more and more important. However, debate on regions stopped at the
very first step; defining most proper number of regions. In 1997 92 number of municipalities
increased to 192. In this time main financial source of municipalities was personal income tax (PIT)
that was transferred from the national government as 40% of PIT revenue collected in the area of
individual municipality. Despite supported by some other direct and indirect revenues of
municipalities, great majority of them was not able to cover expenses of calculated sum of so called
“appropriate consumption” so in such cases national government allocated additional funds form
national budget in order to cover the difference between municipal revenues and administratively
calculated needs. In this period municipalities were more or less non responsive to the citizens’
needs and working mainly on day-to-day basis. Many of civil servants in Slovenian municipalities
were employed without proper education and there are some speculations that personal ties were
often more important than knowledge, especially in smaller municipalities, where ties within local
community are stronger.
PREPARING FOR THE EU - REFORMS DURING 2000 AND 2003
The reforms during this period were not written down in a special strategy like those that were
happening in the years 1996-1997, but the effects of the reform were obvious in various legal
documents and laws that were accepted and implemented during this period. Some most important
laws that were accepted or significantly changed are: Law on civil servants, Law on system of
payments in public sector, Law on public agencies and public structural funds, Law on Local
government and changes of General Administrative procedure act. Basic characteristic of change in
this part was more accountability of public sector and higher level of transparency that was
requested especially in public spending concerning payments of civil servants and public
procurements.
In the year 2001 also enactment of public operation with clients was accepted. Enactment foresees
the public informer, the complaints book, unified schedule of public administration units across the
country and across different branches (Administrative units, Units of social security services, tax
offices, etc.), informing the clients on procedures, rights, their work, etc. According to this, there
are special civil servants (so called informators) in Administrative units, who are providing all
necessary information to citizens concerning their procedure (like what one needs to get ID card,
passport, driving license, etc.). Informators helped especially Administrative units to reduce
unnecessary long waiting time at counters, only to get basic information on how to begin procedure
for some specific document. Positive effect was double, civil servants at counters could become
more concentrated on procedures and citizens got information on how to act in specific procedure,
92

Due to the local elections period, new municipalities are usually connected to the year of local election. Due this in
literature establishing of the municipalities is connected to the 1994, 1998, 2002, 2006 and 2010.
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which forms to fulfill in much shorter time (we have to understand that citizens are mostly not
familiar with work of public administration and procedures before administrative organs).
Books of complaints must be not only exposed at visible location in institution but also regularly
checked and signed by director of administrative unit or manager in other institution. Citizens have
also right to get the information on how the complaint about the institution or his/her subject was
resolved. Right to complain or to get the information were not completely new (book of complaints
was present for longer time), new was obligation of high civil servants to solve the problem and to
inform citizens on what was done about complaint or about some indicative. This forced civil
servants to take book of complaints much more serious as before what resulted in improving quality
of providing social services to the citizens.
Also a special program for diminishing administrative obstacles and law about gaining information
was introduced, empowering the citizens to access all the information that are collected about them
by different governmental institutions, with only limited exceptions of those information that can be
proved as matter of state security. This pack of anti-bureaucratic reforms introduced new
understanding of public administration in Slovenia as more client-oriented and client friendly as
opposition as previous model of state-oriented services. Change of legislation on civil servants
payments also introduced more effect rewarding payment system and de-secured their jobs and
positions. Special concern was paid to the Small-medium enterprises – public administration
relations in the way to simplify possibilities to register company (within 3 days instead of month or
more at it was previous case), and to automates most of the processes possible (e.g.: entrance in
multiple databases (register of companies, tax office database, etc.) is done automatically by
competent institution for registering new companies and it is not obligation of new-established
company).
At the same time Slovenian government also introduced norms of quality in this time. The
administration uses European standards of evaluation, called CAF (Common Assessment
Framework) ISO standards and internal control of work quality. Combination of higher public
control over public administration work, introduction of objective quality control mechanisms and
destabilization of security of job in public administration created environment suitable for change of
public administration.
By 2003 Slovene legislation was already in accordance to the European Union legal system
(acquise communautaire). Slovenian government has also accepted Strategy for further
development of Slovene public sector. Strategy is based on New Public Management, Good
governance approaches and European legislature. New systematization of civil servants passed. It
divided civil servants by names and status. Former officials of different rank were sorted in five
different career classes; administrative civil servant (ranked I – IV), higher administrative civil
servant (I-III) adviser (I – III), senior adviser (I –III), secretary-general (I-III). Connected with the
title are proper education, responsibilities and wages. Wage system becomes much more defined,
despite still not achievement oriented (major rule of raising wage is still seniority with almost
automatic promotions every three years). Rewarding good practices in public administration is still
not the case in Slovenia. Sum of money reserved for rewarding good civil servants is still divided
between all the employees in the organization in order to prevent tensions between workers. In this
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sense, the civil servants reform is a crucial part of administrative reform that failed. The reform has
experienced many corrections and interventions with the main effect of higher inefficiency and lack
of clearness that enabled old administrative structures to more or less keep their positions or at least
wages. Civil servants system reform was from the beginning closely connected with integration to
the EU, being one of the main goals of the Slovenian Government strategy, successful enough to
enter EU and ineffective enough that Slovenia still did not make complete shift form classical
bureaucratic public administration to more flexible one.
Next to the more or less blurred civil servants system reform there was also another much more
important and successful reform that enabled Slovenian government to plan development more in
advance. For the financial years 2002 and 2003 Slovenian government for the first time prepared
two-year budged that enabled government to plan financial expenses and development in advance
what was important for stabilization of state-supported and financed projects. Rebalance of budget
caused by two-year-budget approach caused some political instability in 2002 because of
misunderstanding of public finances. However, on long run, since 2002 Slovenian public finances
become much more transparent and stable.
In providing more user-friendly services great progress was made via introducing information
technology into administrative processes and procedures. We already discussed role of information
technology in Slovenian government in previous issues of The Public Manager, but we will again
pay some attention to this topic. Quick development of Slovenian e-government from isolated
attempts to organized reform flow towards e-governance introduced not only more diversified
options to access public services such as e-taxes or e-government portals but also more useroriented administrative culture.
We can see that the reform of Slovenian public administration has moved from structural and
organizational changes also to human resource management, the potential of civil servants and
orientation towards their professional development. Main goals of the reforms in public sector were
then its modernization, effectiveness and the beginning of communication with users through
modern IT technology.
On the local level municipalities slowly started to search for additional funds due to the local
finances reform, dropping the level of PIT from 40% to 35%. At the same time state additionally
limited possibility for hiring credits for municipalities (due to the fact that in previous period
municipalities quite often took credits and state was responsible to pay them off in case that
municipality was not able to pay by itself (what was often the case). Shrinking municipal budget
and limiting possibility for independent search for loan was another element of higher centralization
in Slovenia. Greater amount of money was consequently transferred to municipalities form state
budged in order to cover “appropriate consumption” level of estimated expenditures. Despite many
requests, in 2001 surprisingly, only one municipality was established, raising the total to 193. Prior
every national (parliamentary) or local election, debate on regions become more and more vivid.
Also experts provided already significant number surveys in order to define most suitable number
of municipalities. Main problem of achieving necessary 2/3 majority in parliament was now mainly
of political nature on national level, where political parties were calculating areas in order to
provide better chances to win regional representative organs. Municipalities slowly started to get
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involved into so called European projects in order to get some extra financial recourse for
development that enabled them, according to the local finances law, to indebt additionally.
REFORMS AFTER 2004: RE-POLITIZATION
REFORMS

OF PUBLIC ADMINISTRATION

Reforms of Slovenian public administration after 2004 need some additional explanation to readers.
Slovenia joined the European Union, and only month later elections to the European Parliament
were held. Twelve-year-period of medium left coalition was challenged but nobody put too much
attention to electoral result. In the autumn 2004 there were also national parliamentary elections,
where previously mentioned coalition absolutely lost its position. New, moderate right coalition
stepped into a government and started great reforming processes in different areas including
economy, public media and public administration (especially state administration). Some of more
indisputable reforms were already planned in previous terms (2002 and later) while others were
absolutely politically motivated consequence of changing relations in political arena.
Main reforms in this period connected to the Slovenian public administration can be divided into
client/citizen oriented and into administration oriented.
Among client oriented positive reforms in this period we can find slow erosion of territorial
competence, meaning that citizens can go to the any administrative unit in the territory of Slovenia
and ask for some services such as registration of car or getting the ID or passport. Prior it was only
possibly to ask for these and other documents at administrative unit covering the area of individual
permanent address.
Here we can argue that in this sense government stimulated e-communication with citizens,
introducing more and more services available on-line (main example is e-income tax form).
In the field of e-public services latest achievement in Slovenia is e-car registration. Procedure that
previously took more than half day running from office to office at the area where car was
registered for the first time now take significantly less time. Citizen now only have to pass test of
car reliability (breaks check, CO2 pollution, lights, noise of engine) and all the other paper work
can be done from their couch and signed with digital signature. Via internet application they can
access public unite, insert data confirming that car passed the test, register car, and also insure it at
the same moment (previous it was necessary to go to the insurance company and wait in row again),
pay via e-banking system and so they complete whole transaction for the one year, without
spending holiday leave for absence form work (because administrative units have official hours
when citizens are at their jobs).
Second part of reforms was connected to the system of civil servants and reforms in this part took
place only after few months of new government in role. If secretary general in pre-2004 government
responsible for public administration was trying to provide as politically independent public
administration in Slovenia as possible, after his appointment to the position of minister for public
administration he started to destroy his own system of civil servants positions; officially in the name
of more flexible public administration. Main measures in field of civil servants system were
connected with payments, responsibility and stability of employment in public administration.
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There were attempts to better connect payments in public administration with effectiveness of civil
servants, and limit automatic rewarding of civil servants, what is positive. Main part of his civil
servants system reform was enacted within document giving to the minister of public administration
the power to dismiss high civil servants without any reason and appoint new individuals within first
few months after being appointed to the minister position. Slovenian tradition of relatively apolitical
and stable job in public administration was strongly endangered with this document. This case went
to the constitutional court that ruled out that such act is completely against of existing legal system
in Slovenia and it could cause stronger political influence on professionalism of Slovenian public
administration.
After this beginning period after 2004 elections only some smaller systemic changes were enacted
(one of them was also act requesting to treat e-communication with citizens equally to the other
forms of communication) with unsuccessful to reduce number of employees in Slovenian public
sector, especially in the state administration, were we are witnessing growing number of civil
servants connected to the preparations for 2008 Slovenian presidency in the European Union and
we can expect new wave of civil servants with introduction of second (regional) layer of
governance.
On the local level 2004 was important milestone as well. New government imposed different
changes. One of most evident as well as disputable was the change of local finances law that
changed system of PIT in the way from transferring predictable 35% of PIT to undefined sum of
money, calculated on the basis of “appropriate consumption formula” by the ministry of finance
taking into account previous year budgetary situation as the basis for next year amounts. This rather
intransparent system of providing main budgetary revenue to municipalities caused demand for
constitutional review of the law and ruling of constitutional court supported opinion of group of
municipalities that such system is not transparent and should be changed back. At the same time, in
2005 17 new municipalities were established rising total to 210. In 2007new series of regional
debate started, due to strong motivation connected to the Slovenian EU presidency. As a part of
major coalition political party member, minister for public administration promised in 2004 to
shrink the number of civil servants in state administration (which is considered as narrow state
public administration, excluding local administration and public sector in broader sense). This,
electoral, promise caused serious debate how to achieve some effect that will work as one of
positive arguments at parliamentary election in 2008 that took place only few months after the
Slovenian EU presidency. We have to be aware that average Slovenian citizen does not differ
between public administration and state administration. Second, it is logical that for the needs of EU
presidency, Slovenian government employed additional work force that get significant knowledge
and potential during first six months in 2008. Regions become great solution form governmental
perspective, not to dismiss hired civil servants and to lower the number of employees in state
administration. Budgetary burden would stay unchanged in such case, but for the purpose of
electoral campaign such manure shall work. However, due to previously mentioned dispute about
number of regions and about their boundaries, necessary 2/3 majority was not achieved and abovementioned plan failed. However, according to the previous mentioned constitutional court ruling
and expectation that there is enough possibility for regions to be established, revised law on local
finances guaranteed municipalities 54% of PIT revenues. It seems that idea was that part of PIT
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shall be redistributed to the regions after their establishment. In this period, share of European funds
increased significantly and is in steady further growth. However, role of municipalities did not
change much in complete period and it is still mainly limited to certain tasks such as water and local
infrastructure development and maintenance, pre-school and primary school education, basic health
care system and similar. But even in most of these cases, municipalities are not completely free,
while they have to follow national strategies, plans and legal obligations. This, in combination with
strong financial dependence on national decision-making processes we can argue that municipalities
today have no significantly greater extend of competences and responsibilities as in 1993. From this
perspective one can argue that Slovenian system of governance is strongly centralized.
CONCLUDING REMARKS
As it is obvious from the short historical overview of Slovenian public administration reforms, we
can argue that more than reforms it is all about reforming process that is sometimes too strongly
connected to the daily politics. This was especially obvious after the 2004 Slovenian election.
Appointment of high civil servant who set up most important public administration reforms until
2004 to the position of minister for public administration was one of crucial shifts form attempts to
make public administration as apolitical as possible back to previous tradition of political influence
on civil servants.
Despite different attempts to supplement bureaucratic model of Slovenian public administration,
there is still not enough flexibility that is appropriate to modern environment demanding quick
response and client friendliness. In this sense we can agree with Klimovský (2008: 46), arguing that
initial will for reform often finish with disappointment that is strongly connected to the bureaucratic
nature of civil servants, refusing any opportunity to change existing system.
For successful introduction of management concepts of work into the public administration, which
is a basic principle of Slovene reform, the ideas have to be accepted by employees.
Reform of local government shall be directed mainly in increasing competences and responsibility
of municipalities. Historical overview shows that up-to-date changes were mostly focused to the
increasing number of municipalities, with no changes in performance and ability to develop local
area according to the local needs.
Next important changes in the Slovenian public administration shall be connected to the
introduction of regional level of administration (between national and local one), which will
demand new layer of civil servants and will most likely cause new growth of employees in public
administration and consequently new budgetary expenses that will cause new need for another cycle
of public administration reforms.
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A COMMON INDIRECT TAX SYSTEM IN BOSNIA AND HERZEGOVINA –
CONTINUING STALEMATE OR A NEW CHAPTER IN SUSTAINABLE FEDERALISM
IN BOSNIA AND HERZEGOVINA?*
- An Analysis of the Issues Surrounding the Allocation of Revenues from Indirect Taxes -

Samra Šuškić-Bašić

INTRODUCTION
During the period from 2004 to 2006 Bosnia and Herzegovina made a significant step forward in its
economic reforms by developing and establishing a single indirect taxation system, becoming one
of 123 countries (Bird et al, 2001) around the world to adopt a value–added tax (VAT). This reform
measure has brought about several key developments for Bosnia and Herzegovina. Firstly, the “selfcorrective” nature of VATs has enabled a boost in tax compliance, increasing the range of legal
entities reporting on their business activities and paying taxes. Secondly, there has been a removal
of tax from intermediate products, which is normally the case with retail sales taxes (RSTs),
resulting in the expansion “of the tax base to include a wide range of services that, for the most part,
were not subject to tax … thus [leading] to a considerable expansion in the range of consumption
subject to tax” (Bird et al, 2001). For the budgets of the governments in Bosnia and Herzegovina
this has lead to a surge in tax revenues on almost all levels (albeit temporarily, according to the
International Monetary Fund – IMF estimates93).
Institutionally, the introduction of the VAT has lead to the merging of entity customs
administrations into the Indirect Tax Authority (ITA), which is administered by the State of Bosnia
and Herzegovina, thus centralizing the collection, recording and allocation of indirect taxes (which
include VAT, excises and other import and export related surcharges). Most importantly, VAT has
introduced an independent source of financing for the State institutions of Bosnia and Herzegovina
which were, until then, dependent on contributions from the entity levels. However, progress
achieved thus far in this very important reform, as well as in the overall system, risks being
undermined. The current system of allocation of indirect taxes between the State, entities (The
Federation of Bosnia and Herzegovina and Republika Srpska) and Brčko District governments is
based on an assessment of relative proportion of final consumption, as reported by tax payers in tax
returns. This basis for allocation and the way it is implemented in practice (via ad hoc decisions
rather than standing regulations) is proving to be very problematic for several reasons, and has
resulted in constant political disputes, tensions and dissatisfactions94.
* This policy paper was written with the support of the Soros Open Society Fund of Bosnia and Herzegovina. The
views expressed here are solely those of the author and do not necessarily reflect the official position of the Soros Open
Society Fund of Bosnia and Herzegovina.
93
See the IMF country Report No. 07/268; June 2007.
94
Since the completion of this paper, a standing order for fixed coeffcients of allocation has been adopted. However, the
fragmentation and ineffcieincy and ineffectiveness of the fiscal system in BiH as described through this paper remain
valid.
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During the Third Economic dialogues between the European Commission and Bosnia and
Herzegovina held in Sarajevo on 17th October 2007, the (then) Chairman of the Managing Board of
the ITA, Mr. Peter Nicoll, stressed this issue and stated that a permanent, or at least a more stable
form of revenue allocation must be developed by the end of the year to avoid problems in year 3 in
the implementation of the indirect tax system in Bosnia and Herzegovina.95 Interestingly enough,
for many other federal states (or supra-federations, like the European Union) the introduction of
VAT has also meant a “reshuffle” in revenue assignment and allocation between federal
constituents (Bird et al, 2001).
However, if one takes a broader perspective on this issue, the introduction of VAT, the
centralization of indirect taxes and their assignment to the State level of Bosnia and Herzegovina
has, in fact, opened a new chapter in the development of sustainable federalism in Bosnia and
Herzegovina. Rather than just looking at the narrow short-term issue of how much “piece of the
VAT cake” each level should get, the role of VAT, i.e. the indirect tax system, should be observed
as an instrument for the forging of a more purposeful, rather than inadvertent, cohesion between
each of the levels of government in Bosnia and Herzegovina, as well as introducing mechanisms to
ensure public expenditure efficiency and effectiveness. This paper aims to present a wider debate on
the arrangements of fiscal cohesion, partly by stressing the main areas of improvement in the
current system, and partly by presenting relevant comparative experience of other federal countries
in this area.
THE INDIRECT TAXATION SYSTEM IN BOSNIA AND HERZEGOVINA
Institutional Arrangements
The reform of the indirect tax system in Bosnia and Herzegovina has been a gradual process. Before
the actual introduction of VAT on 1 January 2006, this significant reform aimed primarily at the
implementation of article I.4 of Annex 4 of the General Framework Agreement (the Constitution of
Bosnia and Herzegovina), which establishes a single economic space in Bosnia and Herzegovina,
started during 2004, with the unification of customs administrations into the ITA and the shifting of
customs policy to the State level (World Bank, 2007).
The ITA, which is based in Banja Luka, functions as an independent administrative body
established in concurrence with relevant administrative laws and is regulated as the only body in
Bosnia and Herzegovina primarily responsible for “implementing legal regulations regarding
indirect taxation and policies determined by the Council of Ministers at the proposal of the Board96,
as well as for the payment and allocation of indirect taxes on the territory of Bosnia and
Herzegovina”.97
The ITA establishes and maintains the tax accounting and reporting systems needed for monitoring
indirect tax payments, tax arrears and for tax revenue allocation. Aside from the Central Office in
Banja Luka the ITA has four regional offices (in Banja Luka, Mostar, Tuzla and Sarajevo) which
95

Office for Macroeconomic Analysis, Bulletin, no.27, October 2007.
Referring to the Managing Board of the Indirect Tax Authority.
97
Article 4 of the Law on the Indirect Taxation System in Bosnia and Herzegovina (“Official Gazette of BiH“, No.
44/03 and 52/04).
96
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are responsible for managing the customs offices and customs/border terminals within their
territorial responsibility. The location and authorities of these branches have been determined based
on economic principles with the primary aim of ensuring an effective and efficient service to tax
payers and “providing support to the functioning of a unique economic territory in Bosnia and
Herzegovina”.98
Although legally reporting to the Council of Ministers (CoM) on its activities, the ITA is governed
by a cross-governmental Managing Board which is responsible for approving the ITA’s budgets,
internal operational rulebooks and, in general, overseeing the operations and functions of the ITA.
However, the responsibilities of the Managing Board go beyond operational supervision of the ITA.
The Managing Board also develops proposals concerning indirect taxation policy for consideration
by the CoM and it is responsible for resolving disputes in decisions regarding the allocation of
indirect tax revenues. The composition and major roles and responsibilities of the Managing Board
are presented in Figure 1.
Figure 1: Composition and responsibilities of the ITA Managing Board
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Article 6 of the Law on the Indirect Taxation System in Bosnia and Herzegovina (“Official Gazette of BiH“, No.
44/03 and 52/04).
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Article 19 of the Law on the Indirect Taxation System in Bosnia and Herzegovina99 regulates that
all decisions of the Managing Board must be made by consensus. The Chairman of the Managing
Board is charged with determining whether consensus has been reached. When deciding on the
allocation of indirect tax revenues, in the absence of a consensus, decisions are made by simple
majority which must include the votes of all three ministers of finance.100
The organizational structure of the ITA is not bound by entity borders, which makes it a truly
Bosnia and Herzegovina-wide institution, existing to uphold the indirect taxation system in the
entire country. On the other hand, the existence of a cross-entity Managing Board ensures that
entity interests are not in any way contravened by the fact that the indirect taxes are, in effect,
levied, administered and collected by the State of Bosnia and Herzegovina level101. However, until
recently, due to the allocation scheme described in the next section, the Managing Board of the ITA
spends the smallest proportion of its time analyzing indirect taxation policy and recommending
changes to it (World Bank, 2007).
Allocation of Indirect Taxes in Bosnia and Herzegovina
The allocation of indirect taxes in Bosnia and Herzegovina is regulated primarily by the Law on the
Indirect Taxation System 102 and the Law on Payment to the Single Account and Revenue
Allocation103, as well as by a series of related ancillary regulations. Mostly due to opposing political
interests, the fixed percentages for indirect tax allocation to the State, entity and Brčko District
governments was not initially formally regulated. As a result, coefficients for allocation were left to
be decided on an ad hoc basis during the meetings of the Managing Board of the ITA. The overall
allocation
scheme
is
presented,
in
simplified
form,
in

99

Official Gazette of BiH, No. 44/03 and 52/04.
As explained on the web site of the ITA of BiH, http://www.uino.gov.ba/b/O_nama/Upravni_odbor.html
101
However, it must be noted that the constitutional framework of BiH a priori prevents any type of unilateralism and
any circumstance in which entity interests can be contravened (with the exception of decisions imposed by the High
Representative in accordance to Bonn Authorities).
102
Official Gazette of BiH, No. 44/03 and 52/04.
103
Official Gazette of BiH, No. 55/04.
100
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Figure 2 below.

‐ 69 ‐

Analytical - Vol.3, Issue 1

Figure 2: System of allocation of indirect tax revenues in Bosnia and Herzegovina
Revenue payments from taxpayers

Accounts for indirect revenue collections in commercial banks
Daily cumulative revenue transfers from banks

Single
Account

Account in Central Bank used for
recording, holding and allocating revenues
Daily transfers to beneficiaries

Minimum reserve for ITA

Debt

calculated as sum of returns for

Allocation based on proportion of final consumption as
reported in filed tax reports and as decided by the Manging
Board of the ITA

Daily transfers to entity and Brčko
District deducted for the amounts
due for foreign debt servicing

Allocation for
budget of BiH
institutions
(according to
fixed daily
portion)

Withholding

servicing

Based on the assessment of final consumption as reported in tax returns, the Federation of Bosnia
and Herzegovina (FBiH) receives on average around 65% of indirect tax revenues that are eligible
for allocation, the Republika Srpska (RS) around 32% and Brčko District the remaining 3%. The
exact percentages of allocation, however, are never certain.
The amount of consumption varies not only between localities, but also between time periods (as is
illustrated in
Table 1).
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Table 1: Allocation coefficients between levels of government in Bosnia and Herzegovina for the
period January – December 2007104
Jan

Feb

Mar

Apr

May

June

July

Aug

Sep

Oct

Nov

Dec

FBiH

64.7967

65.0
5

65.05

65.05

65.05

64.88

64.58

64.58

64.58

64.58

64.58

64.58

RS

31.5142

31.5
7

31.57

31.57

31.57

31.57

31.87

31.87

31.87

31.87

31.87

31.87

Brčko
District

3.6891

3.38

3.38

3.38

3.38

3.55

3.55

3.55

3.55

3.55

3.55

3.55

Source: Office for Macroeconomic Analysis, Bulletin no. 27, October 2007

Given the large amounts of indirect taxes in question, even a difference of less than half a
percentage point in the allocation coefficients during the year can mean up to hundreds of thousands
of KM less (or more) of indirect tax revenues between two consecutive months. Bearing this in
mind, it is no wonder that such heated debates arise around percentages and that so much scrutiny is
undertaken of the information about ‘final consumption’ that is reported in tax returns.
Aside from the obvious dissatisfaction with the amount of revenues that it allows to each of the
recipients (which, in all honesty, will always exist in any tax revenue allocation system between
levels of government), in terms of revenue planning, it puts the entities and Brčko District in a less
favorable position than the State of Bosnia and Herzegovina institutions. This is because the State
institutions are able to estimate their revenue, on a daily basis, more accurately than is the case with
other recipients.105
Secondly, it puts a great burden on the ITA to report promptly on returns made to tax payers (which
are excluded from the revenue amounts subject to allocation), as well as revenue payments due.
Likewise, given the basis of allocation, the ITA must ensure the accuracy of information from the
tax returns in order to ensure the validity of tax allocations. As a result, much of the ITA’s time and
effort is dedicated to verifying the information on tax returns for taxes already paid, rather than
ensuring enforcement of collection of taxes that are due, or tracking taxes that are not even reported.
Another inadvertent effect of this allocation scheme is that each of the governments has a perverse
incentive to ensure that spending (public or otherwise) is very much kept within its territorial
“boundary” given this directly reflects on the amount of the allocation coefficients. This diminishes
the positive role the indirect tax system is meant to have regarding the creation of a unified
economic space through the unhindered flow of goods, people and capital. Given the high
proportion of public spending in the overall GDP, each level of government also maintains an
104

Through a Decree of the High Representative for BiH, the coefficient for Brčko District is fixed to 3.55, while the
coefficients for the entities are to be calculated based on the relative proportion of final consumption in both entities.
This Decree has been in place since 1 June 2007.
105
The proportion allocated daily to the State of BiH is according to Article 12 of the Law on Payment to the Single
Account and Revenue Allocation (Official Gazette of BiH, No. 55/04) calculated as “the amount approved in the State
of BiH budget for the current year multiplied by the coefficient derived when 1 is divided by the number of working
days of the Indirect Tax Authority in the current year”.
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interest in increasing public spending in their localities since this contributes to the increase of the
allocation coefficients.
Needless to say, the nitpicking that comes about as a result of this allocation scheme diminishes the
policy role of the Managing Board of the ITA and is a source of high political tension. It places
large administrative and accounting burdens on the ITA and diminishes overall trust in the system.
Probably the most “problematic” aspect of the current scheme is that it prevents any of the levels of
government to look further than the immediate needs of ensuring revenues for financing their
budgets and towards a more holistic appraisal of the entire system. The current discussions of the
issues disregard the very obvious fact that the system is fragmented; with lower level governments
(namely cantons and municipalities) explicitly excluded from the allocation schemes determined on
the State of Bosnia and Herzegovina level. The issue of the allocation of indirect taxes to lower
level governments is thus left to be regulated in various different ways by their responsive “upperlevel” governments. Fiscal equalization polices, therefore, are currently not at the forefront of the
design of the indirect tax system allocation schemes.
The approaches taken by other federally constituted countries vary. However, most federations that
do share similar centralized indirect taxes, namely VAT, with other levels of government, do so
based on fixed coefficients, structured around fiscal equalization considerations that apply to all
levels providing public goods and services.
COMPARATIVE PERSPECTIVES ON VAT ALLOCATION
The decision to centralize the collection and administration of indirect taxes, most prominently
VAT, in essence goes against conventional wisdom concerning tax assignment in decentralized
countries or federations (Bird et al, 2001). Retail sales tax (RST), which has been supplanted by
VAT in most countries, was more often than not the revenue of sub-national governments and
usually not subject to tax sharing among different levels of government. This was also the case in
Bosnia and Herzegovina, with the RS, Brčko District and the cantons in the FBiH as the primary
beneficiaries of the previous RST.
However, for most federations, such arrangements were no longer feasible under the new VAT
taxation regime. Some of the reasons for this stems from the fact that levying VAT on more than
one basis could have highly distorting economic and fiscal effects and likewise, make
administration and compliance needlessly costly (Bird et al, 2001). This is why VAT was mostly
centralized in developed federations around the world with varying degrees and methods of
revenue-sharing at sub-national levels of government (see

Table 2).
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Table 2: Sales tax in Federal Countries (Bird et al, 2001)106
Country

Is
there
a Is there sales tax on What is the type of sales tax in the subFederal VAT?
sub-national levels? national governments (SNGs)?

Germany

Yes

No

SNGs share in VAT revenue

Austria

Yes

No

SNGs share in VAT revenue

Switzerland

Yes

No

None

Belgium

Yes

No

None

Australia

Yes

No

All VAT revenue goes to SNGs

Canada

Yes

Yes

Some have VATs, some have RSTs

United
States

No

Yes

Most have RSTs

It is only for large, territorially dispersed federations, such as Canada, that sub-national value-added
taxation systems are considered sustainable taxation arrangements 107 (Bird et al, 2001).
Nonetheless, for a country the size of Bosnia and Herzegovina, the initial approach of centralizing
indirect taxes (a majority relating to VAT) is a sound one. However, as explained in the previous
section, the allocation criteria are proving to be very troublesome. It creates larger-than-usual
uncertainties in financial and budgetary planning because it is dependent on negotiations during the
fiscal year between key political actors. Likewise, as the European Union (EU) is also coming to
realize in efforts to assign VAT revenues within the EU, if economic cohesion entails obliterating
borders within a particular economic space, it is extremely difficult to determine, in a transparent
and fair way, points of destination-based final consumption for purposes of VAT allocation (Bird et
al, 2001).
This is why “many have argued that the ’German solution’ of a centralized VAT, with some of the
revenues shared with the states on a formula basis, is probably the best approach” (Bird et al, 2001).
With the unification of Germany the formula used for allocating VAT has changed, with the Federal
government foregoing a larger potion of VAT than was the case before unification. Furthermore, as
of 2004, the Federal Government is committed to additional supplemental financing of the new
Eastern Federal states in order to ensure that their standards fall into line with their older Western
counterparts, at the same time alleviating some of the supplementary financing provided until then
by the Western states. The fixed percentages used until 2004 to allocate VAT vertically are
presented in Table 3.

106

It must be borne in mind that for most of these countries VAT does not constitute a substantial portion of total tax
revenues. For most of these countries the “largest” taxes, personal income and profit taxes, are usually exclusive
revenues of the federal levels.
107
However, it must be borne in mind that value-added tax has been difficult to implement in general in North America,
with the U.S. failing to implement VAT taxes to this day (Bird et al, 2001).
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Table 3: Allocation of total VAT revenues in Germany in percentages and in order of allocation108
The
amount
in %

To Whom?

At
what
Allocation?

5.63%

Federal
Government

Up Front

2.2%

Municipalities

Before further allocation to on a per capita basis (implying a strong implicit
other levels
equalization effect) (Spahn, 1995)

Stage

of Rationale

Because of the contributions by Federal
Government to the Statutory Pension Scheme

50.4%109 Länder

After first two allocations

Same as previous

49.6%

After first two allocations

Same as previous

Federal
Government

Under the same scheme, VAT was also allocated horizontally, with 25% of the share of the total
VAT allocated to the Länder going up-front to those Länder in fiscally weaker positions.
Disregarding at this time the specificities of the German allocation scheme and the exact
percentages used in Germany for allocating VAT revenues, a key feature of this particular
allocation scheme is its holistic approach to revenue allocation in order to achieve greater
equalization.
This is attested to by the plain fact that the allocation scheme guarantees a portion of VAT revenues
to municipalities, regardless of the fact that municipalities are administratively responsible to the
Länder. Therefore, fiscal equalization, both vertical and horizontal, is the key determinate of the
allocation scheme. A holistic approach to fiscal equalization is completely lacking in the current
fiscal system of Bosnia and Herzegovina, as is explained in the following section.
Inter-governmental Indirect Tax-Sharing in Bosnia and Herzegovina
Naturally, fiscal relations in Bosnia and Herzegovina cannot be observed solely through the prism
of the indirect taxation system of Bosnia and Herzegovina. Although indirect taxes are the only
taxes shared between the State level, entities and Brčko District, there is further revenue sharing
between the entities and their constituent units. However, the overwhelming majority of total tax
revenues for all levels in Bosnia and Herzegovina (over 85% according to 2008 statistics of the
Office for Macroeconomic Analysis of the ITA) relates to indirect tax revenues.

108

Based on information compiled from the German Federal Ministry of Transport, Building and Urban Affairs and
Spahn, 1995.
109
These are the percentages for allocation to the Federal and Länder governments of amounts remaining after 5.63%
and 2.2% have been deducted for Statutory Pension Schemes and to municipalities.
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For the cumulative tax revenues of FBiH, cantonal and Federation municipal budgets, 84.27%110
include revenues from indirect taxes, while the same is true for 80.73% of cumulative tax revenues
for the RS and its municipalities.111 Therefore, given the high proportion these revenues represent in
total tax revenues, as well as in overall revenues, the allocation scheme of indirect taxes throughout
the whole of Bosnia and Herzegovina is exceptionally important for sustaining vertical and
horizontal fiscal balances.112
Primarily owing to significant donor input113, the FBiH and the RS, have, as of 2006, introduced
allocation schemes for indirect taxes that seem to address the high vertical and horizontal fiscal
imbalances that existed in the tax sharing schemes prior to the implementation of the Bosnia and
Herzegovina-wide indirect tax system. Box 1 provides a summary overview of the tax-sharing
system established for indirect taxes for the cantons and municipalities in the FBiH and the
municipalities in the RS.
Box 1: Indirect tax-sharing schemes for lower level governments in the FBiH and the RS

According to the Law on Allocation of Public Revenues in the FBiH114 the Government of the
FBiH used “for the first time a formula for the distribution of revenues to lower level government”
(Dervišević, 2006). The revenues from indirect taxes that are allocated in total to the FBiH level are
further distributed in the following manner:
-- 36,2 % to the FBiH level;
-- 51,48 % to the cantonal level;
-- 8,42 % to the municipal level;
-- 3,9 % for the Directorate for Roads.
Five types of criteria (weights) are used for the horizontal allocation between cantons and
municipalities:
a) size of territory (6% weight for cantons, 5% for municipalities),
b) size of population (57% weight for cantons, 68% for municipalities),
c) number of pupils enrolled in elementary schools (24% weight for cantons, 20% for
municipalities),
d) number of pupils enrolled in secondary schools (applicable only for cantonal levels, 13% weight)
110

Furthermore, based on information collected by the Ministry of Finance of the FBiH of revenue collected in the
period January to August 2007, 95.37% of total tax revenues for the Federation level, 83.66% for the cantonal level and
55.55% for the municipal level relate to indirect taxes.
111
Based on information of the Office for Macroeconomic Analysis (OMA) of the ITA of the tax revenues collected for
the first six months of 2007.
112
Based on OMA information this is 71.69% of total BiH-wide revenues reported by the OMA for first six months of
2007. Based on information of the Ministry of Finance of the FBiH for the first eight months of 2007 this is 68.62% of
total reported revenues for the FBiH.
113
Namely the USAID and Sida funded Governance Accountability Project of BiH.
114
Official Gazette of the FBiH No. 22/06
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e) index of development (applicable only for municipalities, 7% weight) which “measures the factor
of fiscal capacity of municipalities” and is “calculated as the portion of collected sales and profit tax
for a certain municipality in 2005 in comparison to the FBiH average for these taxes” (Dervišević,
2006).
The Law on the Amendments to the Budget System Law of the RS115 allocates vertically the total
revenues allocated to the RS from the single account of the ITA according to the following
percentages:
-- 73,5 % to the RS level;
-- 23,0% to the cities and municipalities;
-- 3,5 % to Public Enterprise “RS Roads”;
Horizontal allocation between cities and municipalities is carried out based on the following
criteria:
a) 75% based on the size of population;
b) 3% based on size of territory,
c) 15% based on number of pupils enrolled in secondary schools;
d) 5% based on the number of pupils in elementary schools.
For the FBiH, the current tax-sharing scheme for indirect taxes offer the possibility for an increase
in the portion of indirect taxes over a certain period for those municipalities and cantons that
historically have had the smallest share of the former RST (Dervišević, 2006). The same is true for
municipalities in the RS.116 Changes introduced in the allocation schemes of indirect taxes resulting
from the introduction of VAT have, for the first time, presented the concept of objective criteria in
intergovernmental revenue allocation. However, there have been some concerns that the allocation
criteria used have not fully taken into consideration the expenditure responsibilities of the cantonal
and/or municipal governments, which raises questions as to the extent to which fiscal equalization
has been achieved.
Another major issue that has arisen in the use of objective criteria is the unreliability of statistical
data. Both entities relied on the statistics provided by their respective statistical agencies. However,
overall statistical data gathering is fragmented and statistical methodologies differ. Without reliable
statistics, the coefficients being used can be subjected to dispute, again leaving the allocation
system subject to ad hoc, unsystematic negotiations between the levels of government. However,
having different regimes for tax allocation of the State-level administered indirect taxes still creates
potential for extreme fiscal imbalances. It also leaves cantons, and in particular municipalities to be
vulnerable to, in the best case, fiscal inequalities, and in the worst case, political nepotism.

115

Official Gazette of the RS No. 34/06
See the Decision of the Government of RS on the allocation of indirect taxes to individual municipalities made in
June 2007. (Official Gazette of the RS, No. 56/07).
116
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Similar disproportionate representation of sub-entity levels of government is evident in the structure
of institutional arrangements for intergovernmental fiscal relations in Bosnia and Herzegovina as
described in the next section.
INSTITUTIONAL ARRANGEMENTS FOR
RELATIONS IN BOSNIA AND HERZEGOVINA

INTERGOVERNMENTAL

FISCAL

The Fiscal Council in Bosnia and Herzegovina was tentatively introduced during 2005, mainly at
the behest of the IMF which was concerned about the lack of formal or institutional mechanisms for
the coordination of fiscal policy in Bosnia and Herzegovina, particularly in relation to the size and
scope of government spending across levels of government in Bosnia and Herzegovina. There was a
brief period of success in holding consecutive meetings of the FC in Bosnia and Herzegovina, and
even in the implementation in practice of the recommendations of its meetings (most notably during
2005). Unfortunately, the change of government in the RS and the 2006 elections brought about a
complete halt to the workings of the FC in Bosnia and Herzegovina and to initiatives to set it up as
a legal entity and to determine its role117. The ultimately agreed and adopted Law on the Fiscal
Council in Bosnia and Herzegovina defined the role and responsibilities of the FC as described in
Box 2118.
Box 2: Role and Responsibilities of the Fiscal Council in Bosnia and Herzegovina

117
118

•

Coordination of fiscal policy in Bosnia and Herzegovina;

•

Adopting the proposal of the three-year “Global Framework of Fiscal Balance and Policy in
Bosnia and Herzegovina”, containing proposed fiscal objectives for Bosnia and
Herzegovina, entity and Brčko District budgets, proposal of indirect tax macroeconomic
projections for total indirect taxes and their allocation; and an upper debt limit for Bosnia
and Herzegovina, entity and Brčko District budgets;

•

Adopting proposal of short-term and long-term macroeconomic projections;

•

Monitoring the implementation of determined objectives and criteria in the execution and
adoption of budgets;

•

Achieving complete coordination of activities in accordance with agreed budget calendars
for State, entity and Brčko District governments,

•

Proposing priority measures for enhancing public sector financial management in Bosnia
and Herzegovina;

•

Adopting all acts necessary for the proper functioning of the Fiscal Council, as well as its
budget.

Although during 2009 and beginning of 2010, the Fiscal Council has started to operate once more.
Article 5 of the Draft Law on the Fiscal Council in Bosni and Hercegovina.
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The FC in Bosnia and Herzegovina is comprised of representatives of the State and the two entities
(this time around it is the prime ministers and ministers of finance, with the Governor of the Central
Bank and President of Brčko District Government acting as observers). It is assumed that
coordination with lower levels of government (cantons and municipalities) will be carried out by the
competent “upper-level” government. If fiscal equalization considerations were to be put at the
forefront of the indirect tax allocation scheme, the FC in Bosnia and Herzegovina should be the
forum in which this scheme would be monitored and assessed. In the light of that, the FC in Bosnia
and Herzegovina would need to expand its membership to include representatives from cantons and
municipalities. There are several arguments for this.
Firstly, indirect taxes comprise a high proportion of the overall amount of tax revenues within
cantonal and municipal budgets. This results in a high dependence of cantonal and municipal fiscal
positions on such revenue. This ultimately impacts on the quality of public service delivery in this
particular revenue source. Fiscal balance can only be achieved, therefore, if there is a holistic and
common set of criteria of revenue allocation encompassing all levels of public service delivery in
Bosnia and Herzegovina.
Given that indirect taxes are exclusive revenues of the State of Bosnia and Herzegovina (regardless
of the executive and legislative arrangements of the State in general and the specific institutional
arrangements for the indirect taxation system in particular) the State should have some role in
ensuring that objectives of fiscal equalization and equity and quality in public service delivery are
met. At the very least, this could be enacted through the representation of cantonal and municipal
(“lower”) level governments in State-level forums, established for the purpose of negotiating
measures to ensure fiscal policy and balance, i.e. arrangements for indirect taxation allocation.
In all federations, the central government or centrally-led coordination mechanisms play a
significant role in closing fiscal gaps, as well as in ensuring a minimum of common standards in
public service delivery and effectiveness. There is a very simple reason for this. Although
federations score highly in efficiency compared to more centrally administered countries, these
scores do not similarly apply when it comes to issues of equity. Devolved decision-making causes
federations to become prone to inequalities in public service coverage and provision, and in many
cases, the most vulnerable groups within any society are more disenfranchised than similar groups
in more centralized or unitary states (Watts, 1999).
Despite the institutional arrangement of the indirect tax system in Bosnia and Herzegovina and
despite the fact that indirect taxes are shared between the levels of government (i.e. directly
between the State, entities and Brčko District, and indirectly to the other levels of governments,
namely cantons and municipalities) indirect taxes collected by the ITA can be considered exclusive
revenues of the State of Bosnia and Herzegovina, as the CoM, i.e. the State level, is de facto and de
jure politically responsible for raising this particular source of revenue (Bird et al, 2001). Therefore,
ensuring fiscal equilibrium (in the sense that all levels have the comparable fiscal standing needed
to deliver the legally mandated public goods and services of each of them), and simultaneously
ensuring the effectiveness of their spending (particular for areas of strategic importance for overall
economic growth, such as education) should be a natural role that the State of Bosnia and
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Herzegovina should assume. This would lead to a natural continuation of the reforms implemented
thus far in establishing the indirect tax system in Bosnia and Herzegovina.
In that regard another anomaly of the Bosnia and Herzegovina “federation” that needs to be
addressed when discussing fiscal equalization in Bosnia and Herzegovina is the fact that the State
level of Bosnia and Herzegovina is explicitly precluded from developing any type of transfer
scheme to sub-national levels of government (entities, Brčko District, cantons or municipalities).
The advantages of well-designed and structured inter-governmental transfers in not only in closing
fiscal gaps, but also in the achievement of wider national objectives are yet to be recognized (and
allowed for the State of Bosnia and Herzegovina level) and these should be developed as
instruments of fiscal policy and fiscal cohesion.
For federations, transfers are considered an “intrinsic feature” (Boadway, 2007) of
intergovernmental fiscal relations. This is primary due to the inherent tensions within all federations
between, on one hand, the efficiency that is broadly believed to be derived from decentralizing
decision-making and, on the other, achieving overarching national objectives “including equality of
economic outcomes, equality of opportunity, and economic security, versions of which are often
found in a nation’s constitution” and that is usually the responsibility of sub-national government to
deliver, but for federal governments to uphold (Boadway, 2007). Transfers are one of the policy
instruments federal governments usually use to alleviate these tensions (Boadway, 2007).
In that regard, despite its high level of decentralization (one might even argue an extreme level in
some cases); Bosnia and Herzegovina does not function as a functional federation. This is simply
attested to by the fact that the State of Bosnia and Herzegovina does not provide any forms of
transfers to lower level governments. Furthermore, the State of Bosnia and Herzegovina does not
have any means of securing any forms of cohesion within the country (legislative, fiscal or
otherwise). A prime reason for this is the “hybrid nature” of the Bosnian-and-Herzegovinan
“federation”
(FPI
BiH,
2007)
(see
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Figure 3).
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Figure 3: Governance arrangements in Bosnia and Herzegovina against “ideal” types of federal
systems
Separate
Strong
legislation
for representation of
federal and sub sub
national
national
governments
in
governments
federal legislature

Little
or
no
harmonization on
tax bases and tax
rates,
decentralized tax
administration

Fiscal
redistribution
between federal
and sub national
levels

Yes

No
(or
limited)

Cooperative federal No, federal level Yes
system with shared regulates
sub
120
responsibilities
national
level
implements

No

Yes

Bosnia
and Yes
Herzegovina
“federal” system

Only indirect taxes No
shared

Dual
federal Yes
system
with
coordinate
responsibilities119

No

Yes

very

Adapted from “Governance Structures in BiH: Capacity, Ownership, EU Integration, functioning State”, FPI BiH

It is obvious from the table above that BiH is neither a dual nor a cooperative federation, but rather
a combination of both, making the overall governance structure of Bosnia and Herzegovina highly
unstable and extremely inefficient (FPI BiH, 2007). This is reflected in the indirect taxation system.
The fact that it was centralized and assigned to the State level of government is in line with
experiences of other federal countries (as explained earlier), however if Bosnia and Herzegovina
were more of a cooperative federation the allocation of indirect taxes would have been done on a
more holistic basis, taking into account the fiscal capacities of all levels of government providing
public goods and services and using assessments based on solid and unified statistical data. On the
other hand, if Bosnia and Herzegovina were more of a dual system none of the indirect tax revenues
would be shared with other levels, leaving the resulting fiscal gaps in the lower levels to be resolved
through transfers from the State level.
However, transfers in federal governments, aside from equalizing “the fiscal capacities of regional
governments to provide comparable levels of public services”, also often serve as an “incentive for
[sub national governments] to design their programs in a way that reflects national norms of
efficiency and equity, and encourages them to harmonize their policies” (Boadway, 2007). As stated
previously no transfers, either conditional or non-conditional, are made from the State to entity or
lower levels of government. The use of transfers in entities toward lower level governments
(cantons and municipalities) are primarily regulated through annual budget execution laws and, in
119
120

An example of this type of federal system in Europe is Switzerland.
The German federation comes closest to being an example of this type.
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effect, are not established as an integral part of overall intergovernmental fiscal relations. Therefore,
the effects of these transfers in terms of fiscal equalization would need to be systematically assessed
and designed according to these assessments.
This is the time that the issue of the un-holistic, disharmonized and ineffective fiscal system in
Bosnia and Herzegovina can be addressed, as there is no risk of State “dominance” in any of the
aforementioned issues. There is a potential for a strong coordination mechanism, namely the Fiscal
Council of Bosnia and Herzegovina, that can provide “an intergovernmental forum to achieve
consensus on the standard of equalization and objectives”, considered a key positive trait in the
design of intergovernmental fiscal relations (Shah, 2007).
With that overarching goal in mind, the options outlined in the following section are structured with
the aim of eliminating the current weaknesses within the current allocation system of indirect tax
revenues, yet building upon some of the potential strengths of the overall fiscal system in Bosnia
and Herzegovina.
OPTIONS FOR IMPROVEMENT
Option 1: Retaining current arrangements of indirect-tax revenue allocation
In essence, this option is not simply the status quo. Given that there is political consensus on
the need for change in the current allocation scheme of indirect tax revenues, some remedial
action will be taken. Most likely the coefficients will be “fixed”, based on an assessment of
recent trends in final consumption121. However, the need for an immediate resolution will
mean that the allocation system will not fundamentally change. The basis of allocation will
still be the relative portion of final consumption and this could adversely affect the free flow
of goods and services within Bosnia and Herzegovina, as well as contributing, inadvertently,
towards an increase in government spending. Thus, the allocation of indirect taxes will fail to
bring about more purposeful cohesion within Bosnia and Herzegovina, and will rather
contribute to its continued fragmentation and imbalance.
Option 2: Arrangements based on horizontal and vertical fiscal equalization considerations
This option would require two substantive changes to the overall allocation system that would
need to be reflected in respective legislative change. Firstly, a similar allocation scheme,
based on objective criteria, such as is now used by the entities for allocation to lower level
governments, would replace the current basis of relative portion of final consumption and
regulated through State level regulations. Secondly, the FC in Bosnia and Herzegovina would
assume the role of periodically assessing and deciding on allocation criteria and, thus, would
have to be expanded to include representatives of cantons and municipalities. They could be
appointed by the respective entity legislatures, based on the recommendations of the
associations of local self-governments. However, associations must truly act as advocates of
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And this has been achieved since the completion of this paper.
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cantonal and municipal governments and must have the technical capacities to be able to
engage actively in the discussions of the FC and to act on its collective best interest.122
Option 3: Arrangements based on fiscal equalization and expenditure efficiency and
effectiveness considerations
All federal governments use intergovernmental transfer systems
to alleviate the tensions within all federations between, on the

It is common for federal countries one hand, the efficiency that is broadly believed to be derived
to use both revenue-sharing and from decentralizing decision-making and, on the other hand,
achieving overarching national objectives “including equality of
transfers in order to achieve fiscal economic outcomes, equality of opportunity, and economic
equalization, as well as to secure security, versions of which are often found in a nation’s
that are usually under the responsibility of subthe achievement of objectives constitution”
national governments to deliver against, but of federal
deemed of national significance. governments to uphold (Boadway, 2007).
Analysis of intergovernmental
fiscal transfers in other countries indicate that output-based transfers, i.e. transfers conditioned
against the accomplishment of predetermined performance targets, are the most effective
forms of transfers (Shah, 2007). The reason for this is that, by this arrangement, funding for
achieving national objectives is provided for, whilst retaining the flexibility for sub-national
governments to design spending programs. A similar scheme could be incorporated within the
indirect taxation allocation arrangement in Bosnia and Herzegovina. Objective criteria could
be used for allocating revenues between levels of government, (similar to the system
described under option 2), with the addition that a portion of the revenues from indirect taxes
be “earmarked” for transfers to lower level governments in order to finance high priority
national reform programs designed to achieve set performance targets.

FINAL RECOMMENDATIONS
Bearing in mind the very volatile political circumstances currently pertaining in Bosnia and
Herzegovina, stabilization of intergovernmental relations, primarily between State, entity and Brčko
District and the rebuilding of trust in the indirect tax system are absolutely imperative at this time.
Therefore, immediate agreement must be made regarding fixed coefficients of relative portion of
final consumption by the members of the Managing Board of the ITA. However, this should be seen
as temporary solution and the following needs to be changed in the overall system of allocation of
indirect tax revenues:
•

Fiscal equalization, horizontal and vertical, between all levels of government that provide
public goods and services, must be put at the forefront of the indirect tax-sharing system. In
the near-term, there must be complete abandonment of allocation based on relative portion
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In many developed decentralized and federal countries (such as the Netherlands, Germany and others) “most types of
institutional intergovernmental arrangements somehow include local government associations as an institutional
partner”. This is not without certain key requirements; namely that “(a) the local government associations have the
institutional and technical capacity to engage in policy analyses and informed policy dialogues with central government
counterparts, and (b) the local government associations are sufficiently representative to be able to credibly speak on
behalf of all local governments” (Boex et al, 2004).
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of final consumption. The objective criteria agreed must be simple and transparent and
based on uniform and reliable statistical information. As far as is possible, the expenditure
responsibilities of each of the levels of government must be taken into consideration when
allocating revenues.
•

The review of and proposals for revenue allocation coefficients thus established must be left
to the FC. The Managing Board of the ITA must, therefore, be left to assess and advise on
indirect taxation policy and to oversee the management and functioning of the ITA. The
allocation arrangements of indirect taxes must be comprehensive enough to include cantons
and municipalities. This entails expanding the membership of the FC to include selected
members from cantons and municipalities. Associations of local governments should have
the technical and organizational capacity to represent the interests of local governments.

•

In terms of designing a system of intergovernmental output-based transfers, the State of
Bosnia and Herzegovina could go forth regardless of the destiny of the indirect tax revenue
allocation scheme and design such a system from its existing budgetary resources for areas
that it deems of national importance but over which it has no exclusive authority. The FC (in
its expanded membership) needs to have a role in assessing and renegotiating the
conditionality of these State-level transfers.

However, there are some major preconditions that need to precede any substantive and meaningful
change, not only in this segment of intergovernmental fiscal relations in Bosnia and Herzegovina,
but in all aspects of governance in Bosnia and Herzegovina. In fact, these are necessary
preconditions for any federal setting (Boadway, 2007). Firstly, there must be “some consensus
about the importance of national equity and efficiency objectives” (Boadway, 2007) in relation to
the decision-making independence of sub-national governments. The focus placed on these
considerations, in effect, creates the fabric and form of society in general. Once these principles
have been agreed, the federal, or in the Bosnia and Herzegovina context, the State level, must be
given the instruments and authority to uphold these principles.
The strength of the State institutions depends on the value society places on issues of equity and
national (or, in the Bosnia and Herzegovina context, inter-national) solidarity. Just as it is
imperative to give an equal institutionalized “voice” to cantons and municipalities in issues of
intergovernmental relations, the State of Bosnia and Herzegovina must be given its “voice” as well.
The strength of this voice depends on the strength placed on the value of equity and solidarity.
There is no “European requirement” in this aspect. It is a judgment call that the political decisionmakers and the citizens who vote and support them will have to make, and one that will shape the
society of Bosnia and Herzegovina for future generations.
Finally, there must be a degree of goodwill and willingness to engage in constructive dialogue and
to assess all possible options and their implications. Unfortunately, unlike the arrangements that are
negotiated between federal constituents via constitutions, laws, agreements etc., where there is
always room for valid disagreements and nuances in approaches, there are no nuances when it
comes to the questions of goodwill and willingness for dialogue. They either exist or they do not.
Collectively, as citizens and inhabitants of Bosnia and Herzegovina, we either want this country to
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succeed as a progressive society or we do not. This paper and the arguments presented therein are
based on the assumption that there are no issues regarding the existence of such goodwill, but only
issues of how to channel it into wider and more constructive debate.
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THE DECENTRALIZATION PROCESS IN MACEDONIA

Ivana Boskovska

INTRODUCTION
Republic of Macedonia was regarded as one of the most centralized countries in Europe and
through the 1990s the government in Macedonia tried to keep centralized control on the
municipalities. There were 134 small municipalities, with no essential prerogatives and no
intermediary level between them and the central government. But in practice the central government
had little or no control over the territories populated with ethic Albanians. As a result of centralized
governance, the local authorities were with limited capacity to address the social, economic,
infrastructure needs of local communities. The reforms of the system of local self-government that
started in 1999 were a necessity for the further development of democracy in the country and an
integral part of the overall process of public administration reform.
We can define decentralization as a process of transferring power to popularly elected governments.
Transferring power means providing local governments with political authority, increase financial
resources and more administrative responsibilities123. There is an effective decentralization when
the local government and the communities gain the authority, resources and skills to make
responsive choices and to act on them effectively and accountably. Civil society organizations and
individual citizens need to take responsibility, participate in the work of the communities, assist in
the implementation of their decisions and monitor their effectiveness.
The reforms and the process of decentralization in Macedonia started with the singing of the Ohrid
Framework Agreement in 2001.
OHRID FRAMEWORK AGREEMENT
After extensive political and interethnic negotiations in Macedonia, as well as international
pressure, the Ohrid Framework Agreement (OFA) was signed on 13 August 2001. The Agreement
aimed to put an end to the armed conflict in 2001 and to address Albanian demands through
constitutional amendments. One of the key elements of the Ohrid Agreement is the process of
decentralization, and after 2001 the Macedonian Parliament adopted a set of laws on
decentralization and constitutional amendments. Also a new Law for Local self-government was
adopted in 2002. According to the provisions of this Law the units of local self-government shall be
autonomous in the performance of their competencies determined by the Constitution, by this ant
other laws124. This Law also provided new territorial re-organization and reduced the number of
123

Neil Levine and Gary Bland; “Decentralization and Democratic local governance programming handbook”, Center
for Democracy and Governance, Bureau for Global Programs, Field Support and Research; U.S. Agency for
International Development; Washington, DC 20523-3100 ; May 200, 5-6
124
Law on local self-government, Official Gazette of the Republic of Macedonia No. 52/95, article 4
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municipalities from134 to 84, plus the Capital Skopje. With this re-organization some Albanianpopulated municipalities were attached to some ethic Macedonian ones, thus changing the
interethnic balance in favor of the Albanians. This whole re-organization process was more result of
political compromise (between the ruling SDSM and DUI), instead of respecting the demographic,
social, economic, cultural, administrative and other criteria.
According to the OFA and the new laws a wide range of competences were transferred form central
to local level and the new municipalities gradually took over functions previously performed by
central government. The municipal competencies, prescribed in the Law on Local Self-Government
include: child protection, collecting taxes, urban and rural planning, managing primary health care,
primary and secondary education, social welfare services, communal activities (comprising water
supply, sewerage, public hygiene, waste administration, public transportation, construction and
maintaining local roads), sport and recreation and all cultural activities, local economic
development.
The Government of the Republic of Macedonia formed Secretariat for the Implementation of the
Ohrid Framework Agreement (SIOFA) and its mission is to take part in implementation of the
OFA; to follow and monitor the results from the process of decentralization and equitable
representation of minorities in the public administration125; to coordinate and monitor the process of
education; monitor the use of languages according to the Law on Use of the Macedonian
languages126, corporation with organizations and foundations in Macedonia; as well as providing
administrative and technical support for the Vice President of the Government of Macedonia who is
responsible for the implementation of the OFA 127 . Implementation of the Ohrid Framework
Agreement and the Badinter majority (mechanism specific to Macedonia for insuring the interests
of minorities in the process of decision making), beside the SIOFA will be ensured within the
regular coordinative meetings with the President of the Assembly of the Republic of Macedonia and
the parliamentary groups128.
On the central level the double majority voting on matters concerning rights of minorities means
that a proposal can be accepted only if a majority of all members of the Parliament votes for it, as
well as a majority of the representatives of the ethnic minorities in the Parliament. This voting
pattern has also been adopted as a rule in new municipal councils.
FISCAL DECENTRALIZATION
The fiscal decentralization process in Macedonia started in July 2005. The evolution of
Macedonia`s intergovernmental fiscal system is strictly connected with the two phased approach to
fiscal decentralization reform. The Law on Financing the Units of Local Self Government foresees
the following type of transfers from the central government to the municipalities:
125

Officially recognized ethnic (cultural) minorities are those mentioned in the Preamble of
the Constitution:
Albanians, Turks, Roma, Serbs, Bosnians and Vlachs
According to the OFA, in the units of local self-government, where at least 20% of the population speak a language
other than Macedonian, that language and its alphabet will be used as an official language, in addition to the
Macedonian language and its Cyrillic alphabet
127
http://siofa.gov.mk/mk/misija_i_vizija_na_sekretarijatot.html
128
National programme for adoption of the acquis coumunautaire, Skopje, 29 May 2009
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•

Three earmarked grants for assisting municipalities respectively in the areas of education,
culture, social policy and child protection;

•

A general purpose transfer from VAT (shared) revenues;

•

Retention of Personal Income Taxes;

•

Capital grants;

•

Funds received for delegated competencies.

The second phase of fiscal decentralization was supposed to start in July 2007 but its
implementation has been postponed to January 2008. The second phase is conditional in the sense
that to access to this phase municipalities have to comply with certain criteria defined as well in the
Law on Financing of the Units of Local Self Government129:
1. The condition for phase I are fulfilled130.
2. Good financial results are shown in the past 24 months.
3. There is an adequate staff capacity for financial management.
4. Timely and regularly notification to the Ministry of finance about the good results from the
work, and verification by the Ministry of Finance and
5. There are no outstanding liabilities towards suppliers or any other creditor that overcome the
usual payment condition.
A Commission for monitoring and assessment of the fulfillment of the conditions for moving
towards the second phase of the fiscal decentralization process was established in January 2007 to
evaluate compliance with these conditions. The Commission consists of president, nine members
and a secretary appointed by the Government of Macedonia. Notably among the members are the
President and Vice President of ZELS, mayors of municipalities, representative of the line
ministries, academia and international experts. The first and most important step for successful
fiscal decentralization is the clear assignment of expenditure responsibilities. Without certainty and
transparency in “who is responsible for what” there is no accountability in the system and further,
there is no point in discussing or defining revenue assignments or transfers since it would be
impossible to identify the revenue needs of local governments.
The assignment of expenditure responsibilities in Macedonia presents two main problems. First,
despite all the progress that has been made to date, the assignment of expenditure responsibilities
still lacks clarity and this is a very serious problem for the further development of the
decentralization system in the country. Second, little or no attention has been given in current
129

Article 46
These conditions for phase I were: 1) the municipal administration should have at least two employees who are
qualified to work on financial management, budget preparation, budget execution, accounting and financial reporting; 2)
the municipal administration should have at least three employees who are qualified to work on determination and
collection of taxes.
130
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legislation and practice on how to arrive at the expenditure needs that are associated with the
current expenditure assignments. An assignment of responsibilities that lacks clarity would not
allow a precise computation of expenditure needs, but in reality no forward looking methodology
has been proposed or put to actual use to link expenditure assignments and expenditure needs131.
Once expenditure assignments and the expenditure needs associated with them are determined, it is
necessary to look for what tax instruments and the other sources can be assigned to local
governments so that they can finance their expenditures. Prior to recent reforms, local government
units` independent collection of public revenues was limited. Most revenues were collected by
regional branches of the Public Revenue Office of the Ministry of Finance and deposited in the
national treasury account and then the funds were distributed to the municipalities in accordance to
the defined criteria. Starting with the first phase of the fiscal decentralization in July 2005, the
collection of revenue from municipal revenue instruments was assigned directly to the municipal
administrations.
The examination of individual sources of municipal revenue shows revenue increase for all sources
except communal fee and charges, which are dominated by revenue from construction permit fees.
At the same time it should be pointed out that the revenue from property taxes almost doubled in
absolute terms between 2004 and 2006. Between 2005 and 2006 revenue for all three property
related taxes increased but especially for the real estate transfer tax. However, these increases in
property taxes were outweigh by the revenue drop from communal charges resulting in an overall
decline in municipal own revenue.
According to the Law on financing the Units of Local Self Government and subsequent legislation
the municipal revenues are132:
• Property taxes (annual property tax, tax on transfer of real estate, tax on inheritance and
gifts)
• Local fees (communal fees, administrative fees)
• Communal charges (construction land charges, communal activity charges, spatial
planning charges)
• Revenue from assets (leasing, interests, property sale)
• Financial donations (a contract between the donator and the mayor after approval from the
municipal council)
• Fines

131
132

•

Self contributions (authorized through a local referendum)

•

Revenues from concessions on mineral resources and

Information is provided from UNDP mission in Macedonia in July 2007
Articles 4-7
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•

Revenues from Personal Income Tax (PIT).

Local authorities operate through a set of separate budgetary accounts:
• Principal budget;
• Budget of donations;
• The budget of earmarked grants and
• The budget of self-financing activities133.
Essentially local authorities have full discretion for the allocation of funds from the principal budget
account only. Resources in the donations account are often bound by donations agreement;
earmarked grants can be used only in line with financial plans of institutions (schools, museums,
etc) approved by line ministries; and receipts from self-financing activities (e.g. renting school
premises for extra-curriculum activities) are paid directly to the accounts of individual institutions,
which can use these money at its own discretion (possibly sanctioned by school boards and subject
to the general public finance regulations).
According to the functional classification of local expenditures most of local resources are allocated
to provision of economic infrastructure: roads and development-related services account for almost
a third of local expenditures and almost a half of the principal budget. The second largest functional
category of expenditures is general public administration, mostly dominated by the municipal
apparatus as opposed to the elected bodies. The relative share of administrative costs is high by
international standards. Several explanations may be behind this performance. First, high
administrative costs might also be explained by the high fixed costs due to rigid personnel
requirement mandated by financial and sectoral regulations, which do not take into consideration
the size of municipalities. Second, because administration costs are largely fixed costs of operation,
the relative share for these operations tends to be higher in countries where local government
expenditures represent smaller share of consolidated public expenditures. Third, it is also possible
that municipalities do not fully account costs by different functions and general administration
becomes a default category. The third largest functional category is education services (primary and
secondary). Municipal expenditures on education financed with funds from the principal budget are
very low. Most of the total expenditures on education are financed by earmarked grants and selffinancing sources for the schools.
The design of revenue assignments in Macedonia faces the constraint of very significant fiscal
disparities. While own revenue on average covers about 70 percent of local expenditures, in some
rural municipalities it is as low as 6 percent. There is great disparity in revenue sufficiency among
municipalities ranging from 88 percent for the Skopje local governments to 53 percent for the other
urban municipalities to just 29 percent for rural municipalities. These disparities impose a limit on
how much to rely on increase in tax autonomy. Another fundamental problem with revenue
assignments in Macedonia is the need for increased revenue autonomy. Even though the property

133

In addition, there can be another account for loans of a municipality is authorized to borrow
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tax has been assigned to local level with discretion to change tax rates, this and other local taxes
still fall short of providing adequate financing to local government.
With the exception of the possibility of delegated functions, all municipalities have the same
expenditure responsibilities. While the City of Skopje has special legal provisions for sharing the
competencies with its constituent municipalities, the municipal and city governments of Skopje as a
whole are assigned the same package of functions as other municipalities. The law provides
municipalities with sufficient flexibility to seek the most efficient modes of service delivery. Thus
municipalities can establish municipal companies for public services or delegate actual delivery to
private companies. In addition, some municipalities are making use of inter-municipal cooperation
agreements with neighboring municipalities for the implementation of some functions requiring
certain scale. Despite this, an appropriate legal framework is still lacking. On 10 September 2009,
UNDP in partnership with the Ministry of Local Self Government announced the call for grants for
inter-municipal cooperation134. The grants are provided with the support of Norwegian Government
and aimed for all municipalities in the country which will submit request for grants in the area of
inter- municipal cooperation135.
PROGRESS AND PROBLEMS IN THE PROCESS OF DECENTRALIZATION
Macedonia has good legal framework and all legislative provisions are up to the European
standards 136 . A Strategy on Reform of the System of Local Self-Government was adopted in
November 1999. Also amendments to the Constitution were adopted within the framework of
implementation of the Ohrid Agreement. These amendments offer former guarantees for the
achievement of the objectives defined by the Strategy. They enable the process of further
decentralization of competencies, provide enlarged scope for the use of languages in the local
government and define new procedures for adoption of laws that relate to the system of local selfgovernment.
An Action Plan for implementation of the local self-government reform was
adopted and a Coordinative Body for planning, monitoring, management and coordination of the
reform was established in order to implement this complex and lengthy reform. The adoption of a
new law on Local Self-Government in January 2002 represented very important step for the reform.
Beside this Law, there are three other crucial laws: The Law on Financing of Municipalities, law on
Territorial Boundaries and Law on the City of Skopje. These three laws went through the first
reading in the Parliament in February 2004 and its adoption represents huge move forward in
enhancing the quality if local governance by enabling further development of the system i.e. the
functional and fiscal decentralization. In order to carry out the transfer of competencies, funds,
facilities and personnel from central to local level amendments to over 70 other laws will be
required.
An Operational Programme for Decentralization of powers 2003-2004
was developed with which the time-schedule for passing the identified laws laid out. The
decentralization process is coordinated with other reforms in the social and administrative sphere
through inter-ministerial Decentralization Working group and a Coordinating Body of State
Secretaries.

134

http://www.undp.org.mk/Default.aspx?LCID=35&NewsID=294
The amount of the grants is 1,240,000 denars (20.000 EUR)
136
Macedonia signed the European Charter of Local Self Governments in 1996 and the Parliament ratified it in 1997
135
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Even though the legal base of the decentralization process corresponds to the best European
practices, the EU states that “The respect and law enforcement remains deficient mainly due to the
consequence of weak institutions of law enforcement, limited administrative capacities and high
level of corruption and organized crime”.
When it comes to fiscal decentralization, some reforms have been in the right direction, but some
important issues still remain. Most important are:
a) Great diversity and disparities among municipalities to perform specific functions;
b) Relation between the mayor and the Council at the municipal level ( in practice there are
problems when the Mayor and the majority of the Counselors belong to opposing political
parties);
c) Information, supervision and monitoring ( good decentralization requires a strong central
government with a god ability to monitor);
d) The central government does not always keep the rules it makes.
According to the European Commission and its progress report, the process of decentralization
continued. The Law of Inter-Municipality Cooperation was enacted in June 2009 and helped
municipalities to exercise their powers more effectively. Another six of the 85 municipalities
entered phase two of the fiscal decentralization process, which provides for a more substantial
transfer of competencies to the local level, leaving seventeen in phase one. Municipal tax collection
improved. Municipalities received a higher share of the revenue collected from management of the
State-owned land. Efforts were made to strengthen the capacity of municipalities in the areas of
property tax administration, public financial management, debt management and financial control.
Internal audit units were established in ten more municipalities, bringing the total up to thirty eight.
In thirty six municipalities service centres and their branch offices were established. Staff was
trained and working procedures were put in place. Municipalities performed better in the field of
education. Also the EU sectors in some ministries were strengthened with a total mount of twenty
additional staff. The 2009 version of the National Programme for adoption of the aquis
communautaire envisages a total of 1, 168 new civil service posts, for which appropriate budgetary
provision was made. Staff in municipalities is gradually being trained to implement parts of the
aquis assigned to local level to manage EU funds137.
However, revenue remains insufficient to allow municipalities to perform their tasks properly.
Management of State-owned land is still centralized. The municipalities which remain in phase one
have sizeable debts. The accounts of twenty two municipalities (twelve of them are in phase two),
have been blocked by legal proceedings relating to arrears. There is no consistent set of data on
arrears accumulated in municipalities. The Association of Municipalities (ZELS) continues to hold
important responsibilities for taking forward the decentralization process. The administrative
capacity of some municipalities, particularly the smaller ones, remains low in the areas of financial
137

Commission of the European Communities; Brussels, 14.10.2009; Commission staff working document-The Former
Yugoslav republic of Macedonia 2009 progress report; access at: http://ec.europa.eu/enlargement/press_corner/keydocuments/reports_oct_2009_en.html
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management, tax administration and financial control. In some municipalities property tax
collection is not adequately monitored or enforced and the databases of tax payers are not updated.
The transparency and accountability of local government administrations remains inadequate. In
several instances, trained staff of municipal service was replaced following the election of a new
mayor. Exchanges of data between the cadastre, the civil registry, the Republic revenue Office and
the municipalities need to be strengthened. The Ministry of Local Self-Government is not
facilitating the decentralization process sufficiently. The local government budget unit in the
Ministry of Finance lacks capacity to support fiscal decentralization and at last the inter-ministrial
working group did not meet for a year prior to August 2009138.
Some of the problems appeared before the start of the decentralization process. Ethnic Macedonians
opposition parties and nationalist parties were against the new decentralization and re-organization
plans, and for this reason they called for a referendum. Although domestic and external factors
warned that the referendum could undermine the achievements and the OFA, the referendum took
place on November 7, 2004. The referendum failed due to low turn-out of barely 26% of the voters
after an openly declared EU and US support of the Macedonian government. However, this was an
evidence for the lack of political dialog and political equilibrium, as well as the fragility of the
ethnic coexistence in the country. The call for referendum illustrates the need for redefining the
political decision making process to involve all stakeholders, citizens and civic organizations. This
would decrease the chances of mobilization along ethnic lines and increasing the chances for the
Framework Agreement to endure.
The major flaws in the decentralization process stem from inconsistent implementation, where good
governance principles give way to partisan attitudes; ethnic preferences; corrupt behavior -or their
combination in most cases lead to: poor delivery to the citizens; failure of reform; low legitimacy of
the democratic governance process.
BENEFITS FROM THE PROCESS OF DECENTRALIZATION AND INTERNATIONAL
HELP
The developed countries use the decentralization process as a mechanism to disperse power, to
ensure political stability, to bring representative governance closer to citizens and to improve the
accountability and responsiveness of local leaders. Decentralization has also been undertaken
because of dissatisfaction with the efficiency of centralized provision of public services. Often
inefficiencies have been tied to the difficulties of coordinating large sets of activities in disparate
locations from a centralized point. Greater autonomy in decision-making process has removed
layers of bureaucracy and decreasing decision-making time. The decentralization can also improve
allocative efficiency by bringing greater diversity into the supply of public services, providing a
greater scope for meeting heterogeneous preferences for public good.

138

http://www.esiweb.org/index.php?lang=en&id=420#6
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Another possible benefit from decentralization is that this process can promotes policy innovation.
Decentralizing policy choice to local governments has the advantage that several different policies
can be considered simultaneously139.
Decentralization in Macedonia is very important because it is process for regulating difficult and
complicated political problems in a domestic political aspect 140 , as well as external integrative
aspect: country`s accession to the EU and NATO.
International help in the implementation of the process of decentralization is essential for our
country. The main objectives of EU assistance are to support the achievements to date in the field of
democracy by strengthening the institutional and administrative capacity of the state and of the
actors of the civil society. EU aims to bring Macedonia closer to EU standards and principles and to
assist the country in the framework of the Stabilisation and Assosiation process. One of the main
areas of support is the local government, to strengthen the capacity if the Ministry of Local Self
Government to manage the decentralization and to enhance the dialogue between the different
levels of government: central and local141.
International development assistance has an important role in supporting and promoting reform in
the country. The EU is the largest donor in the region. Its importance gradually increases, as the
resources available such as the World Bank and USAID decline. The EU` CARDS programme
reinforces the objectives of the SAP process. The assistance supports finance investment, institution
building and other progammes in four areas142.
In order to enhance the operational capabilities of the Assosiation of Municipalities (ZELS), the EU
has allocated financial help for the reconstruction of the administrative head-quarters building.
Managed by the European Agency for Reconstruction, this project will provide a fully operational
headquarters that will facilitate the work of the ZELS and contribute to the continued development
of the local decentralization process. The EU special Representative and Head of EC Delegation
office continue to play a key role in assuring effective political coordination of the decentralization
process.
On 28 April, the Delegation of the European Union in Skopje organised a Closing ceremony to
highlight the results of two of its projects that support the decentralization process in the former
Yugoslav Republic of Macedonia: the 2008 Municipal Awards project and the Municipal
Infrastructure
project.
The 2008 Municipal Awards project objective was to recognize outstanding and sustainable
achievements and best practices of the municipalities which have tangible impact on improving the
livelihood of people living in the municipality.
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The 1st prize amounting to EUR 333,000 has been awarded to the Municipality of Resen for the
project: Reducing environmental impacts of agriculture in the Prespa region. The 2nd prize of EUR
200,000 has been awarded to the Municipality of Ilinden for the project: Local economic
development of Ilinden Municipality. The 3rd prize, amounting to EUR 133.000 has been awarded
to the Municipality of Chair for the project: New Municipal Building complex143.
Instrument for Pre-Accession Assistance (IPA) was established by the EU Council with the
adoption of the Regulation (EC) No. 1085/2006 dated 17th July 2006, as unique pre-accession
instrument for the period 2007-2013, the main goal of which is providing targeted assistance for the
candidate countries and the potential candidates for EU membership. This instrument replaces and
unifies the so far pre-accession instruments: Phare, ISPA, SAPARD, CARDS and the Instrument
for Pre-Accession Assistance of Turkey.
The European Union, through IPA, gives assistance to the candidate countries and the potential
candidates in their progressive harmonization with the EU standards and policies, as well as with
the acquis communautaire on the road to EU membership.
Instrument for Pre-Accession Assistance (IPA) includes the following 5 components:
- Transition Assistance and Institutional Building;
- Cross-Border Cooperation;
- Regional Development;
- Human Resources Development;
- Rural Development.
Republic of Macedonia as candidate country for EU membership has access towards all IPA
components144.
Another significant help comes from U.S Agency for International Development.
USAID/Macedonia has defined three primary objectives for the Ministry of Local Government:

143
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•

Municipalities have increased financial management capacity and accountability, and as
such are eligible to continue to Phase II of the decentralization process and to borrow from
private credit markets;

•

Municipalities are increasingly capable of generating own-source revenues and are
decreasingly dependent on central government transfers; and

•

Municipalities are increasingly transparent and accountable to citizens regarding local
government finances and decision-making.
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CONCLUSION
Decent and effective local government, well trained and qualitative civil servants that provide
services, better local infrastructure, lower unemployment rate and local economic development can
be achieved with more successful cooperation between the central and the local government, intermunicipal cooperation, improvement legislation related to the decentralization and transparent
decision making.
The sustainability of the process of decentralization will also largely depend on the adopted political
strategies of the key actors in the country and the degree of success in management and government
of local institutional infrastructure. Yet, sustainability will come only if a range of institutions
approaches the process in a positive manner. The appearance and operation of independent local
media is going to play a very important role. Media intent on furthering the process of
decentralization provide crucial channels of communication with local populations. They are very
helpful measurement tools for the levels of acceptance of policies and success of various decisions.
Local media will provide useful channels for increasing the level of information and understanding
of decentralization as well as for voicing concerns and grievances emerging along the way. Ideally,
local media will not be exclusively concerned with playing the role of buttressing political positions
of various actors. A degree of distance and objectivity when presenting and analyzing local affairs
is a precondition for the successful inclusion of media in the project of successful decentralization.
Tracking these processes in the area of media development is another feature of important future
research.
Part of the decentralization process touches on the issue of non-ethnic minorities. The initial
findings show that here is potential for over-emphasis of 30ethnic politics at the local level. If
unchecked, this could lead to the sidelining of other minorities such as women, handicapped, etc.
Given the magnitude of the political and governmental agenda, this may not seem a very important
matter. Yet, given the intensity of expectations created by the decentralization process, the
elaboration of good and inclusive policies vis-à-vis the other minorities may provide an unexpected
pool of legitimacy to decentralization. In any case, this consideration is part of a more
developmental agenda, the implementation of which will have decisive relevance for overall
success.
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MACEDONIA’S JUDICIAL REFORMS: A ROCKY PATH TOWARD
ACCOUNTABILITY AND INDEPENDENCE

Filip Taseski
INTRODUCTION
Facing the consequences of the prolonged transition process and accompanied by the turbulent
events in the past two decades in the Balkans, Macedonia still wobbles toward efficient and
independent judiciary. The need of fully functional judicial system is crucial for the country to
continue its development. The reforms in the judicial system should consolidate the rule of law in
the country and entrench the democracy. Tomas Carothers, a political scholar and vice president for
studies at the Carnegie Endowment for International Peace, defines the rule of law “as a system in
which the laws are public knowledge, are clear in meaning, and apply equally to everyone.”145 In
his view, “they enshrine and uphold the political and civil liberties that have gained status as
universal human rights over the last half century. The central institutions of the legal system,
including courts, prosecutors, and police, are reasonably fair, competent, and efficient. Judges are
impartial and independent, not subject to political influence and manipulation. Perhaps most
important, the government is embedded in a comprehensive legal framework, its officials accept
that the law will be applied to their own conduct, and the government seeks to be law-abiding.”146
Establishing the rule of law, for Macedonia is not just part of the process of successful transition,
but as a candidate for full membership in the European Union is a crucial requirement for the
country to fulfill the political criteria. However the path toward the rule of law leads through
successful reforms of the judiciary. Therefore, the reforms of the judicial system in Macedonia are,
by no accident, a crucial requirement for the start of the accession negotiations with the European
Union (EU). In a group with seven other benchmarks the EU delivered a list of musts for the
judicial system. However, Macedonia badly failed on the assessment from the European
Commission. Although the progress report in 2008 stated that the country has progressed in
adopting new legislation and changes in the judicial system, yet it concluded that the judicial branch
is not independent and efficient. 147 Even worse the report pointed to direct involvement of the
executive branch of power in the work of the judicial branch. The recent 2009 progress report of the
European Commission on Enlargement states that despite the reported progress “continued efforts
are needed to ensure the independence and impartiality of the judiciary, in particular through the
implementation of the provisions regarding appointments and promotions.”148
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ASPECTS OF JUDICIAL REFORM – THEORETICAL BACKGROUND
Before going into the discussion about the stage of the judicial reforms in Macedonia, the
theoretical background should give better prospective to understand the overall reform process.
Thomas Carothers, stated that the rule of law promises to move countries beyond the first, relatively
easy phase of political and economic liberalization to a deeper level of reform.149 According to him
in the core, the rule of law is building an accountable judicial system that will ensure the application
of laws and provide an institution where citizens would channel their problems. The lack of
efficient judicial system hinders the development of the country. Foreign investors avoid the
country, the protection of property is blurring, and citizens lose their faith in the system and thus are
reluctant to take active role in the democratic debate. As a consequence, and opposed to Carothers
claims the country is unable to conduct deeper reforms. According to Blair and Hansen, the core of
judicial reform consists of measures to strenghten the judicial branch of government and such
related entities as the public prosecutor and public defender offices, bar associations and law
schools. 150 In this respect these reforms should guarantee the independence of the judicial branch,
accelerate the processing of cases and allow wider access to dispute resolution mechanisms.
However Anderson and Gray state that the principle issue is not ensuring greater judicial
independence (although de jure might exist, but de facto may not), but to ensure judicial
accountability, given the newfound independence. 151
To achieve such successful conversion from a system that was heavily under the control of
government during communist period, deep and sincere reforms are necessity. Carothers states that
there are three types of reforms of the judicial system; each with a different set of challenges. As
reforms move deeper and deeper to root the rule of law, they become more difficult and painful for
the country. At some point the success of the reforms depends on the existence of a wide consensus
in the society, especially among the government and those who practice the law. Such classification
of the reforms could give an framework to cluster the reforms in a transitioning country such as
Macedonia and create clear map where the country stands on its way to successful completion of
the reform process.
The first type of reforms concentrates on the revision of the laws that weed out antiquated
provisions. 152 The purpose of these reforms is to overthrown legal procedures that might pose
obstacle in the system, and create a solid legal foundation that will guarantee the independence of
courts and protection of citizens’ rights. The first type of reforms are the easiest part of the reform
process mainly because transition governments are excellent in declarative actions, but weak in
implementation of the undertaken commitments. However, the other two types of reforms are much
more challenging.
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The second type of reforms is building institutional capacity.153 In this phase of the reform process
the focus is on the law related institutions, like courts, penitentiary system, public prosecutors,
defenders and etc. The goal is to create independent, but yet accountable institutions that will be
efficient, competent and impartial. This set of reforms includes many mechanisms like new salary
system for judges, new technology, ethic codes, trainings, setting out standards for lawyers, judges
etc. The most important component of this type of reforms is also successful establishment of a
functional human resources management that will be able to attract most suitable candidates, offer
to them rewarding positions and successfully escape the trap of human capital policy based on
political and kinship relations. Without such human resources management it is impossible to
imagine efficacious system that will hold accountable those within the system.
While the first two types are more technical and include restructuring of the system itself, the third
type of reforms refers more on the behavioral change of the actors within the government. These
reforms, and probably the most vital. They are the key to genuine independence of the judicial
system.154 The third type of reforms aims to create environment where the government (all three
branches) will increase its compliance with the law. Government officials should stay away from
interfering in the work of the judiciary. This reform is the most challenging, but also crucial for the
success of all other reforms. All three types of reforms should induce the driving impulses of a
judiciary that complies with highest democratic standards.
Considering the above reform framework of the judicial system, having in mind/starting from the
standpoint that the reforms of the judicial system proved difficult in transitioning countries, the rest
of this paper assess and comments the progress in the judicial reforms in Macedonia. The paper is
focused on assessing Macedonian judiciary attentiveness to comply EU standards. The 2009
progress report recommended start of accession negotiations, but the question that remains is
whether the overall positive assessment refers that Macedonia succeeded to reform its judicial
system. The paper considers the different events during in the past couple of years that affected the
judicial branch of government.
MACEDONIA – GENERAL OVERVIEW OF REFORM
On August 1st, Mr. Manevski the minister of justice in the Macedonian government stated that the
new statistics for the performance of the courts indicate on a substantial progress in the reforms of
the judiciary in Macedonia. 155 These reforms re-shape the image of slow court procedures in
Macedonia. According to his statement, in the period of 2006-2009 the civil procedures declined for
32%, criminal proceedings for 21.7% and the criminal processes for 26%. According to the head of
the Ministry of Justice in the three year period the government has adopted 100 new laws that
strengthened the independence of the judicial system and made the judicial institutions
compatibility with the European legislation.
Contrary to the statement of the Minster of Justice, the Head of the Mission of the EU Commission
in Skopje, Mr. Ervan Fuere the reforms in the judiciary are lagging behind. In a statement for Radio
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Free Europe, the ambassador stated that the reforms in this branch have not reached the desired
level. 156
The discrepancy in the conclusions of the Minister of Justice and the EU ambassador in Macedonia
raise many questions regarding the success of the reform process. The claims of the Minister that
the number of cases declined are true because most of reforms restructured the judiciary into more
efficient manner. The government has passed new legislation that harmonized the laws with those
of the European Union. In addition investments in technology, infrastructure, trainings, new
compensation plans has been adopted and conducted. The net result of these reforms has indicated
decline in the time needed for a court to process a case. New alternative ways of dispute resolution
like mediation has emerged.
However, despite all these reforms still the judiciary cannot escape the shadow of political
influence, corruption and kinship ties. Polls show that the average citizen in Macedonia has no trust
in the judicial system and consider it as corrupted. 157 In reality the adoption of new legislation
might have accelerated the procedures in courtrooms and produced the current results, but still one
aspect of justice has not been tackled by the reforms: quality of justice. The lack of real
implementation of the laws is the real inhibitor of the independence and impartiality of the system.
Even further some of the reforms, according to a research story published in Dnevnik, became new
source of political influence and corruption.158
Observing the state of the Macedonian judiciary one could recognize two problematic dimensions
that are serious obstacle to the impartial and independent judicial system. The line between these
two dimensions is blurry and in some point/certain points the one dimension reinforces the other.
The first dimension goes in line with the separation of powers. The separation of powers is crucial
concept in a democratic society. This concept assumes that each branch will work independently
from the other and each will observe the work of the other in a system of check and balances. The
Macedonian judiciary preserved the main characteristic from the former communist system and
continued to exist in an environment where the executive branch often directly or indirectly
influences and exercises pressure on courts. Although the existing laws guarantee the independence
of the courts from the interference of other branches of government, in practice the political elites
abuse their positions to use the judiciary as an extended apparatus to support their governing of the
country. Many examples in the further text will reveal this negative perspective of the Macedonian
courts.
The second dimension goes beyond the political influences and pressures and looks back within the
judicial system that is capable to produce its own internal pressures and corruption that violates the
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impartiality of the court decisions. Macedonia is a traditional society and as such people rely on
their personal and family relations. Even with a clear and practical separation of powers in
environment where the other branches of government do not interfere in the work of courts, the
danger of corruption and lack of impartiality will still exist. If the first dimension is more or less
phenomenon product of twisted political morale, this second one is socio-psychological
phenomenon. A long history of absence of functioning state pushed people to create strong
traditional ties and taught them how to rely on family, acquaintances ties and even abuse of more
powerful position. These ties aroused as a substitute to the institutions. The absence is not
necessarily non-existence of an institution, but absence of effective and proper channel of
communication between the citizen and the institutions. Here the courts are no exception.
Therefore, people overtime engaged in circumvention the normal procedures, as the only most
effective way of channeling their issues. Kinship ties are serious problem that causes nepotism and
cronyism. There are many spoken and unspoken examples where prosecutors, lawyers together with
judges have entered into secret contracts and bargaining for the settlement of court cases, charging
their clients huge amounts. In such cases justice is clearly not blind; her look is entrenched in the
money for bribes. This whole problem packed under the name of corruption was delivered as one of
the main negative critiques on the address of the government by the EU ambassador Mr. Fuere. He
criticized the efforts of the government to fight corruption as being “not on the satisfactory
level”.159
Following the classification of the three types of reforms of Carothers that were explained in the
previous part, and in order to present clearer picture of the two above mentioned dimensions of
problems in the judiciary, the rest of the text will classify the most important reforms and events in
Macedonia in the past year, with a final aim to give an assessment of the reforms in the
Macedonian judicial system.
First Type of Reforms – Europeanization of the Legislation
The first type of reforms includes revision of laws. The Ministry of Justice has prepared a Strategy
for reforms in the judicial system. This strategy envisions not only changes in the legislation but
also reforms that will strengthen the capacity of the judicial system. In the draft of the action plan of
the strategy the Ministry planned 26 laws or changes in the already existing ones. Some of these
laws are crucial and are requirement stated by the EU commission, like the Law on Civil Servants.
This process of legislation change in Macedonia can be viewed as process of harmonization of the
legislation with that of the EU.
In this respect the Parliament has already passed the changes in the law regulation of the executors
of court decisions and the changes in the law on mediation. The expectations behind these changes
in the law are that they will lead toward the desired efficiency of the judicial system. In the past
years the government already passed suitable legislation that allowed new mechanisms of dispute
resolution: mediation and private execution. The Ministry also decided to lower the court taxes.
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Such decision is expected to grant wider access of citizens to courts; however it is a measure that
might also lead to increasing the number of cases in courts.
On August 5th 2009 the Government published a statement for its activities in the past year.
According to this, 15 new laws that refer to the judicial system have been passed or are in a
procedure to be passed. A new law on Court Service, Law for Lobbying, Law for Management of
Confiscated Property, Law for the Public Defender, Law on Conflict of Jurisdictions, Law on the
Financing of Political Parties and etc. 160 The expectations of the Law for Management of
Confiscated Property are that the police will be able to freeze property that was acquired through
criminal activities. The new law should strengthen the fight against organized crime.
In respect to harmonization of the existing laws with the European legislation the country is
showing significant progress. As it is expected in a country where transition is lasting almost two
decades, the first type of reforms in the judicial system go smoothly and are almost finished.
According to the country report published by Freedom House the independance and efficiency of
the judicary is a challange in Macedonia, as the opposition and the government cannot reach
consensus on the implementation of the reforms.161 Implementaion of the newly adopted laws is not
a problem only in the reforms of the judicial system, but a general problem in every aspect of the
funcioning of the public and state administration. In this respect the lack of institutional capacity of
the Ministry of Justice effectively to implement the adopted legislation is evident. The reasons of
lack of institutional capacity might be due to the lack of willingness, suitable organizational
knowledge of simply because it is against the interest of certain groups or individuals. Several
events dicussed below indicated that still the political influence affects the efficiency of the courts.
Second Type of reforms: Strengthening Macedonia’s Institutions
As presented earlier in this report, the second type of reforms is building institutional capacity. In
this phase of the reform process the focus is on the law related institutions, like courts, penitentiary
system, public prosecutors, defenders and etc. In the months following the 2008 progress report
Macedonia continued with the reforms in the judicial system. Nine new institutions have been set to
ensure more efficient judicial process. A new Court of Appeals has started to function in Gostivar;
new specialized Public Prosecutor was created to deal with corruption and organized crime and a
new Administrative Court has been established as well. In the following period the Academy for
Judges and Prosecutors has continued to work and ten graduates from the academy have been
appointed for public prosecutors. The delegation of the European Commission (EC) in Skopje is
satisfied of the work of the Academy as stated Mr Patrick Paquet, the Head of Political Section
within EC Delegation in Skopje. 162 The modernization process of the courts continued and
reconstruction of the courts’ buildings and equipping the courts has been finished in Prilep, Tetovo,
Veles, Strumica and Ohrid. This project was conducted with the help of World Bank.
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For restructuring the processes a new law on public prosecutors has been passed in end of 2007.
The changes in this law strengthened the role of the public prosecutor in the criminal investigation
process. Now the public prosecutors are responsible for the conduct of evidences and they have
extended overview of the work of the police, as opposed to the old system when investigation judge
conducted evidences.163 The new law led toward the creation of a primary public prosecutor office
with the duties to investigate criminal activities and corruption and a higher public prosecutor office
in Gostivar. A new Council of Prosecutors has been established to guarantee the independent work
of the prosecution.
Recently a new State Judicial Council was established with the purpose to appoint and discharge
judges and oversee the work of the judicial system in Macedonia. The idea behind was to create a
body that will hold accountable judges to perform their duties in good faith. However, this proved
inefficient in practice. In Novermber 2008 the analysis showed that there are 10,500 cases stuck in
the system and some of these cases are decades old. The Minister of Justice a month ago stated that
all judges that have old cases will face penalties. 164 The Chief Justice of the Judicial Council
opposed to the intentions of the minister and stated that only the Council can penalize judges. The
net result was that no judge faced penalty and that the Council concluded that the judges perform
their duties in a good faith. As earlier discussed by Anderson and Grey, such developments indicate
that the Macedonian judiciary besides the issues with its independence, still lacks of practical
application of a system that will hold accountable judges, prosecutors and etc.
Mr. Paquet, the Head of Political Section within EC Delegation in Skopje, states that all these
reforms are recent and recently entered into force, like the full-functional Judicial Council and the
new Law on Prosecutors. According to him the results produced by these reforms would come in
the next couple of years. In his view, sometimes on the beginning of the reforms it is usual people
due to inexperience with the changes to make mistakes. Mr. Plaquet referred that it is not that
important to punish judges, but to promote the right judges, to provide objective facts for the
individual work of judges. In the end the majority of judges with the right protection and incentives
are willing and are encouraged to work in a good faith manner.
Macedonia overall has progressed in the second type reforms in terms of institutional capacity.
Some of the established institutions function well. Biggest defficiency is still in the human capital.
Although significant number of training programs for judges were conducted and the Academy is
functional, still the lack of Law of Public Servants creates a shaded area in the hiring and rewarding
system obstructing the human resources capital. In matter of fact this law is one of the requirments
of EU, which the EU Comission is expecting to be adopted in Macedonia soon. Expectations are
that the Parliament will pass the new law in mid September. However, putting into practice such
law that aims to cease the employment of public servants based on their political affiliation will be a
challange beyond the law.
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However, according to a World Bank study, training judges, improving management systems,
supplying computers and other resources to the judiciary has little impact in countries where a
consensus for judicial reform is lacking.165 Before such institutional strengthening of the judicial
system there is a need of wide support of the reforms by all political structures, the civil sector and
citizens. In order the institutional strengthening to produce the required results certain preconditions should be met, like independence of the courts and mechanisms that will evaluate the
work of judges and other involved in the process, anti-corruption measures etc. In the view of Mr.
Paquet the heads of institutions need to push the change.
Third Type of Reforms: The Painful Reality
As mentioned in the theoretical background presented earlier, the last and most important type of
reforms refer neither to structural changes nor creating new laws, but to the moral and ethical
behavior of those who hold office. This set of reforms (type three reforms) simply requires from
government officials to abide the laws, to be held accountable for their actions and refrain from
direct influence of government on the judicial branch. This stage of reforms requires all institutions
to implement the laws. The only way to guarantee the independence and impartiality of the
judiciary is actually to obey all regulations that have been passed with the purpose to guarantee the
independence. No law on State Judicial Council or law on Election of Judges or any other piece of
legislation can entrench the independence of the judicial system if those who proposed the laws are
those who circumvent the laws. Independence and impartiality is the part that Macedonia fails to
secure in its own courts. Thus, justice is obstructed and all other reform efforts are nullified. Truly
consolidated democracy can be recognized by the culture of the structures of power in a state,
which refrain in their attempts to influence the judicial system. Several events in recent period
indicate government’s interfering in court’s matters. Some of these events negatively affected the
2009 Country Progress Report to which the Macedonian public pledged so many hopes that it will
contain the desired recommendation for a start of accession negotiations.
The establishment of a judicial council that independently elects judges was a crucial reform in the
court system in Macedonia and a huge step toward independence. However, Transparency
Macedonia, local NGO focused on corruption in its monthly report noted that the government
violated Article 64 of the Law on Judicial Council. According to their report “the Government
reviewed the 2008 Annual Report of Judicial Council activities at a session held on 25 April 2009,
while the issuing Opinion adopted at the meeting was dully sent to the President of the Assembly of
the Republic of Macedonia.”166 According to the existing law, the Assembly not the Government is
the one that reviews the Annual Report of the Judicial Council and adopts opinion. In such case the
Government has exercised indirect influence pressure to the Judicial Council abusing the
overwhelming majority that enjoys it in the Assembly.
The decision of the Prime Minister of Macedonia to call the president of the Appeal Court Mr.
Jordan Mitrinovski to discuss the reforms (as pointed in the statement of the president of the court)
165
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is a sign of a direct attempt of the executive branch to influence the judicial system. The
government responded that such accusations are false and that the PM had no intentions to
influence the judicial branch. However, according to the most popular TV station, A1, unofficial
sources indicated that the PM set a meeting with Mr. Mitrinovski to persuade him to resign from the
position. 167 Adding to this picture is the fact that the major court case against EVN is in the
procedure of the same Appeal Court that Mr Mitrinovski is president of. EVN is an Austrian
company that bought the major electric energy distribution company in 2004. Now the Macedonian
government claims that the company owns 250 million debt to the state. Therefore, if the new
report of the EU states that the judicial system is not independent, it will not be a surprise if this
case is presented as а support to their arguments.
“Fokus” a weekly political magazine in June’s issues published a several articles regarding the
corruption in Macedonian courts. Their stories wrote about system in which political influence and
kinship are the driving forces in the justice system. In respect according to the last published article
in “Fokus” on August, 21st the Judicial Council was avoiding to appoint graduates from the
Academy for Judges and Prosecutors in the Criminal Court in Skopje. The purpose of this Academy
is to provide professional training for future judges and prosecutors. One of the goals is all future
judges to have passed the Academy before becoming judges. However, according to the article to
the graduates from the Academy was told not to apply for the positions in the Criminal Court
because the place was already reserved. 168 Furthermore, according to the text the first ranged
applicant, graduate from the Academy was not appointed because the Ministry of Justice, the Heads
of the Judicial Council and Supreme Court did not vote for him (all members of the Judicial
Council). The informal explanation given to the candidate was that he should have tried to ensure
wider political support – something that is outrages for a judicial system that intends to be impartial
and independent. Such information, accidental or not, posts the question whether judges become
those who are the best candidates on merit base or just those who have some relations in the judicial
system or the government.
The 2009 Progress report stated that the governing party in April 2009 disputed the rulings of the
Constitutional Court. 169 This trend of casting doubt continued throughout 2009. The practice to
comment decisions of Court who is separate from the government and whose decisions is tacit
pressure that this court bears.
Mr Patrick Paquet, the Head of Political Section within EC Delegation in Skopje, classified all these
events (referring to the meeting of the PM with the President of the Court of Appeals) as not
satisfying development. There should be a system of check and balances that will ensure the
efficiency and independence of the system. According to him in a mature system issues and needs
are addressed, however Macedonia‘s judiciary is in a transitioning period and usually the EC holds
the government accountable for the progress.
167
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CONCLUSION AND RECOMMENDATIONS
From the discussion presented above the overall conclusion contains bitter-sweet remarks for the
judicial reforms in Macedonia. The country successfully progressed in the first two types of reforms
and invested a lot in structural changes and adoption of new legislation. However, there are three
deficiencies of the reforms. First, the judicial branch of government still is under tremendous
political influence and still faces severe corruption. Such circumstances affect the efficiency of the
system, depreciate the effect of the reforms, cause decline of the quality of justice and create
negative perception for the judicial system among citizens. The second problematic part is the
absence of efficient human resources system that will select, discharge and penalize judges,
prosecutors, defenders and etc. on a merit base. As direct consequence of the pervious two, the third
deficiency is that besides failing to produce full independence, the reforms fail to hold accountable
those who work in the system. Thus, although with positive progress report in 2009 and
recommendation for start of negotiations, it is more evident that the judicial reforms still lag behind
to produce the desired results. The reforms continue, but the judicial system is still inefficient and
not fully independent. As a consequence the inefficient judicial system together with the public
administration reform is pillar factor in inhibiting progress in most aspects. It is tempting, but
immature, to see judiciary reforms as a necessity that is needed to buy Macedonia a ticket to the
EU. These reforms are first and foremost necessity for the citizens in the country in order
democratically proclaimed governments to provide actual democratic environment where citizens’
rights and liberties are practically protected.
Thus, the first recommendation to those involved in the reform process is to acknowledge the need
of wide consensus for the reforms and promote public debate where everyone would be able to take
part in the process.
The Government must immediately prepare and pass suitable legislation that will give legal
framework on the selection, compensation and etc. of civil servants. This should give the structure
of a human capital management system that will be primarily focused on merit base. De-politicizing
of the courts’ servants (as well the overall public administration) is vital, otherwise hardly any other
reform will produce the desired outcome.
The Government has the obligation to refrain from any direct and indirect interference in the
matters of the judicial branch of government. Officials should try not to cross on the other line of
the law. However in this respect the whole civil sector has the responsibility to pressure and held
accountable any official who will try to interfere in the work of the judiciary.
A new changes in the llegislation that will ensure that only judges who graduated from the
Academy for Judges and Prosecutors can be become judges and prosecutors. The new legislation
should disable the Judicial Council to select candidates; the Council should just appoint those who
passed enrollment, examinations and training at the Academy. The existing plan to wait until 2012
until such selection of judges enter into practice might prove inefficient for the judiciary.
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Notes:
Mr. Patrick Paquet, the Head of Political Section within EC Delegation in Skopje, Macedonia for
the purposes of the preparation of this report gave interview on a meeting with the team from
Analytica on the 27.08.2009.
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