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Summary

The decentralization process and reforms, as well as the territorial and administrative reform (TAR)
and its effects in the country, were subject to extensive debates among experts and the media,
especially during 2017. The design and implementation of these reforms aimed at strengthening local
governance and improving the quality and efficiency of local public service provision. At the end of the
governing mandate, and on the eve of upcoming local elections, how close or far are we to achieving
the objectives of these reforms? Based on available data, this policy paper tries to assess the effects of
decentralization reforms and the TAR, using the arguments over which the reforms were undertaken as
a baseline scenario. In general, the analysis of the considered indicators suggests a lack of real vertical
decentralization, high financial dependency on central government, and a high level of inequality
between municipalities. Under a top-down approach, municipalities fail to benefit from the advantages
that they have to address the preferences and needs of the population in the administrated territories
and, consequently, to improve their quality of life.

Keywords: Decentralization, Territorial Administrative Reform, Challenges

Pérmbledhje

Procesi dhe reformat decentralizuese, reforma administrative-territoriale dhe efektet e tyre né vend
ishin subjekt i debateve té gjera ndér eksperté dhe media vecanérisht pérgjaté vitit 2017. Hartimi dhe
zbatimi i kétyre reformave u frymézua dhe synonte fugizimin e geverisjes vendore dhe rritjen e cilésisé
dhe té eficiencés né ofrimin e shérbimeve publike vendore. Tashmé, né fund té njé mandati geverisés
dhe né prag té zgjedhjeve té ardhshme vendore, sa prané/larg objektivave té synuar qéndrojmé?
Bazuar né té dhénat né dispozicion, né kété dokument politikash tentojmé té vlerésojmé efektet e
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reformave decentralizuese dhe RAT, duke pérdorur si skenar bazé argumentet mbi té cilat u ndérmorén
reformat. N€ linja té pérgjithshme, analiza e treguesve té€ marré né konsideraté sugjeron pér mungesé
té njé decentralizimi vertikal real, varési financiare té larté nga geverisja gendrore dhe nivel té theksuar
pabarazish ndérmjet bashkive. Nén hegjemoniné e njé qasjeje nga lart-poshté, bashkité nuk arrijné té
pérfitojné nga pérparésité informative qé ato kané pér té adresuar preferencat/nevojat e popullatés né
territoret né administrim dhe, pér pasojé, pérmirésimin e cilésisé sé jetesés sé tyre.

Fjalé kyce: Decentralizim, reforma administrative - territoriale, sfida

Introduction

Decentralization and related reforms are at the
center of attention in transition countries and
emerging economies. The debate about deepening
decentralization through increased autonomy
and greater responsibilities for local governments
is largely based on [applied] economic theories,
especially those related to public finance.
Objectives of good governance and economic
gain seem to have also driven this process over the
years. This approach has resulted in different forms
of local government organization and different
levels of fiscal, administrative, and political power
transferred vertically from the central government
to local governments. In these circumstances,
decentralization is ‘traded’ as an essential
instrument for economic gain (Rodrigues-Pose &
Krgijer, 2009), since it brings with it the provision of
goods and public services by local governments, in
line with consumer-community-voter preferences
(Tiebout, 1956). Local governments, in theory,
have information advantages with regards to the
population’s preferences, as compared to central
government. They can therefore adapt the supply
of public goods and services to their constituents’
preferences better than the central government
can (Rodrigues-Pose & Krgijer, 2009).

Strengthening local governance and democracy
in Albania represents an interesting research topic,
as the country has a relatively new democratic
history. Inspired by the European integration
perspective and potential gains to some extent
(Bardhan, 2002), the decentralization process has
progressed slowly, with bouts of intensity in certain
moments over the last two decades. The first

Hyrje

Decentralizimi dhe reformat pérkatése jané né
gendér té vémendjes né vendet né tranzicion
dhe ekonomité né zhvillim. Debati né lidhje
me thellimin e decentralizimit népérmjet rritjes
sé autonomisé dhe pérgjegjésive té geverisjes
vendore mbéshtetet gjerésisht né teorité
ekonomike [té aplikuara], vecanérisht ato té
lidhura me financat publike. Objektivat pér
geverisje té& miré dhe pérfitimet ekonomike duket
té kené udhéhequr kété proces ndér vite. Kjo qasje
ka rezultuar né forma té ndryshme organizimi
té geverisjes vendore dhe nivele té ndryshme
té kompetencave fiskale, administrative dhe
politike té transferuara vertikalisht nga geveria
gendrore drejt geverive vendore. Né kéto rrethana,
decentralizimi éshté ‘shitur si njé instrument
thelbésor pér pérfitime ekonomike (Rodrigues-
Pose & Krgijer, 2009) pasi sjell ofrimin e té mirave
dhe shérbimeve publike nga geverité vendore
né pérputhje me preferencat e konsumatoréve-
komuniteteve-votuesve (Tiebout, 1956). Qeverisja
vendore, né teori, ka pérparési informative né
lidhje me kéto preferenca pérkundrejt geverisjes
gendrore, ndaj mund ta pérshtaté ofertén e té
mirave dhe shérbimeve publike me preferencat
e tyre mé miré se qgeverisja gendrore (Rodrigues-
Pose & Krgijer, 2009).

Forcimi i qeverisjes dhe demokracisé vendore
paraget interes studimor dhe praktik né rastin
e Shqipérisé, si njé vend i cili ka njé histori
demokracie relativisht té re. Frymézuar deri
diku nga perspektiva evropiane dhe pérftimet
potenciale (Bardhan, 2002), procesi i decentralizmit
né dy dekadat e fundit ka pérparuar me hapa
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wave of decentralization reforms was registered
following the adoption of the European Charter
of Local Self-Government. The principles of this
charter were incorporated into the Constitution
of the Republic of Albania (1998); the National
Strategy for Decentralization (1999); Law no.
8652/2000 ‘On the Organization and Functioning
of Local Government’; and Law no. 8653/2000 ‘On
the Administrative - Territorial Division of Local
Government Units in the Republic of Albania!

’

The year 2014 marks an important ‘second wave
of decentralization in Albania, especially in the
administrative and fiscal sense. In 2014, the
Albanian Government undertook the territorial
and administrative reform (TAR) with the main
objective of improving the provision of services to
citizens. Assessed as one of the major government
reforms, the reorganization of local governance
into 61 municipalities created the foundation for
further reforms of local governance and deepening
decentralization in the country. In this regard, the
following policies were drafted and approved:
the ‘Crosscutting Strategy for Decentralization
and Local Governance 2015-2020" and the action
plan for its implementation; Law no. 139/2015
‘On Local Self-government, which transferred
a number of new functions to municipalities;
and Law no. 68/2017 ‘On Local Self-government
Finance, followed by Law no. 106/2017 ‘On some
Amendments and Additions to law no. 9632, date
30.10.2006,On the Local Tax System’ (as amended).

Though widely discussed across the political
spectrum, the TAR and other decentralization
reforms converge on the main goal of
strengthening local government by creating
conditions for increasing local capacities in
delivering quality services and increasing efficiency
in managing available resources. Strengthening
local governance and deepening decentralization
is expected to strengthen financial and functional
positions, increase local fiscal autonomy, increase
institutional efficiency, enhance good governance
and the enforcement of citizens' rights, and
contribute to the country’s economic growth and
development (CSDLG 2015-2020). In this policy
paper, we address the following two questions:
How far away are we from achieving the desired
objectives after one governing mandate? What
have been the results of the TAR and other

té ngadalté dhe me ‘dallgé’. Reformat e para
decentralizuese u regjistruan né vijim té miratimit
té Kartés Evropiane té Vetéqgeverisjes Vendore,
parimet e té cilés u pérfshiné né Kushtetutén
e Republikés sé& Shqipérisé (1998), miratimit
té Strategjisé Kombétare pér Decentralizim
(1999), Ligjit nr. 8652/2000 ‘Pér Organizimin dhe
Funksionimin e Qeverisjes Vendore’ dhe Ligjit nr.
8653/2000 ‘Pér Ndarjen Administrative - Territoriale
té Njésive té Qeverisjes Vendore né Republikén e
Shqipérisé.

Viti 2014 shénon ‘dallgén e dyté’ té€ réndésishme
pér decentralizimin né Shqipéri, vecanérisht nga
piképamja administrative dhe fiskale. Né vitin
2014, Qeveria Shqiptare ndérmori reformén
administrative territoriale (RAT), me objektivin
kryesor té pérmirésimit té ofrimit té shérbimeve
pér qytetarét. E vlerésuar si njé nga reformat
kryesore té qeverisé, organizimi i qeverisjes
vendore né 61 bashki krijoi premisat pér
reformimin e qeverisjes vendore dhe thellimin e
decentralizimit né vend. Né kété drejtim, u hartuan
dhe miratuan: (i) ‘Strategjia Ndérsektoriale pér
Decentralizimin dhe Qeverisjen Vendore 2015-
2020' dhe plani i veprimit pér zbatimin e saj; (ii)
Ligji nr. 139/2015 ‘Pér Vetéqgeverisjen Vendore'i cili
ndér té tjera u transferoi né titull ekskluziv bashkive
njé séré funksionesh té reja; (iii) Ligji nr. 68/2017
‘Pér Financat e Vetéqgeverisjes Vendore’ gé mé tej
u pasua nga ligji nr. 106/2017 ‘Pér disa Ndryshime
dhe Shtesa né Ligjin nr. 9632, daté 30.10.2006, ‘Pér
Sistemin e Taksave Vendore'.

Ndonése  gjerésisht té  diskutuara nén
spektrin  politik (ky aspekt nuk éshté qéllim
i kétijj dokumenti), RAT dhe reformat e tjera
decentralizuese konvergojné né qéllimin kryesor
té fuqizimit té qeverisjes vendore duke krijuar
kushtet pér rritien e kapaciteteve vendore
né ofrimin cilésor té shérbimeve dhe rritjen
e eficiencés né administrimin e burimeve né
dispozicion. Fuqizimi i qeverisjes vendore dhe
thellimi i decentralizimit potencialisht pritet té
forcojné pozitat financiare dhe funksionale, té rrisin
autonominé fiskale vendore, té rrisin efikasitetin
institucional, geverisjen e miré dhe zbatimin e té
drejtave té qytetaréve, si dhe té kontribuojné né
zhvillimin dhe rritjen ekonomike té vendit (SNDQV
2015-2020).

Né kété artikull, pyetjet qé shtrohent jané: Sa
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decentralization reforms undertaken, measured at
the end of 20177 The rationale to assess what has
been achieved requires addressing broad public
discussions on the effectiveness of the reforms
undertaken to strengthen municipalities and their
autonomy (see Sulce 2018'; Koti 20182 Albanian
Association of Municipalities3).

Reforms versus Objectives — Current
Status

The design and implementation of the TAR and
other decentralization reforms was an evidence-
based process.* The major demographic changes
that characterized the history of the two post-
communist decades; the fragmentation of local
government in the provision of local public
services and the democratic representation of
voters; public service provision inefficiencies;
and the incapacity to promote and support local
economic development and reduce inequalities
between local government units were the basic
arguments that led to territorial consolidation in
61 new municipalities in 2014.> Conditional on
available data, arguments presented here will be
used as a ‘baseline scenario’ to empirically assess
the current situation since the adoption of the
mentioned reforms. For this purpose, we will use
financial data for the first tier of local government
(municipalities), available on the local finances
portal www.financatvendore.al® along with other
data from the Albanian Institute of Statistics.

prané/larg objektivave té déshiruar jemi pas
njé mandati qeverisés? Cfaré rezultatesh kané
prodhuar deri né fund té vitit 2017 RAT dhe
reformat e tjera decentralizuese té ndérmarra?
Racionalja pér té vlerésuar cka éshté arritur vjen si
nevojé pér té adresuar diskutimet e gjera publike
mbi efektivitetin e reformave té ndérmarra né
funksion té fuqizimit té bashkive dhe autonomisé
sé tyre (shiko Sulce, 2018'; Koti, 2018% Shoqgata e
Bashkive té Shqipérisé?).

Reformat pérkundrejt objektivave —
statusi aktual

Ndérmarrja dhe zbatimi i RAT dhe reformave té
tjera decentralizuese u parapri dhe u bazua né
gjetjet empirike pérkatése*. Ndryshimet e médha
demografike gé karakterizuan historiné e dy
dekadave postkomuniste, fragmentimi i geverisjes
vendore né ofrimin e shérbimeve publike vendore
dhe pérfagésimin demokratik té zgjedhésve,
eficienca e dobét né ofrimin e shérbimeve publike,
paaftésia pér té nxitur dhe mbéshtetur zhvillimin
ekonomik vendor dhe pabarazité e krijuara
midis njésive vendore, ishin argumentet bazé qé
udhéhogén konsolidimin territorial né 61 bashki
té reja né vitin 2014°. Kushtézuar nga té dhénat
né dispozicion, kéto argumente do té pérdoren si
‘skenari bazé' pér té vlerésuar né terma empiriké
paraqgitjen e situatés sé sotme, né vijim té RAT
dhe proceseve té tjera decentralizuese. Pér kété
géllim do té pérdorim té dhéna financiare pér

Methodological approach

indicators are subject to assessment:

to total available financial resources;

the national average; and

From a methodological point of view, we compare the current situation with data from previous years by
referring to 373 local government units, which have been consolidated into 61 municipalities.” Assessments
will be made for the years 2010-2013-2015-2017 (depending on the availability of data). The following

1. Demographic aspects related to population distribution in the territory based on the new administrative
division using data from the Registry of Civil Status for 20168;

2. The size of local budgets and the budgets of the municipalities compared to the national average;
Revenues from own sources per capita in comparison to the national average;

4. Local financial autonomy proxied by three indicators: the ratio of own source revenues to total available
financial resources; the ratio of own source revenues and shared taxes to total available financial
resources; and the ratio of own source revenues, shared taxes, and unconditional and specific transfers

5. Local government expenditures per capita and personnel expenditures per capita in comparison with

6. Local publicinvestments per capita in comparison with the national average.
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Qasja metodologjike

vlerésimi jané:

me mesataren kombétare;

Nga piképamja metodologjike, krahasimi me té dhénat faktike té viteve t€ méparshme béhet duke iu
referuar 373 njésive té geverisjes vendore té cilat jané konsoliduar né nivelin e 61 bashkive’ dhe vlerésimet
do té kryhen pér vitet 2010-2013-2015-2017 (varésisht disponueshmérisé sé té dhénave). Treguesit subjekt

1. Aspektet demografike gé lidhen me shpérndarjen e popullsisé né territor bazuar né ndarjen e re
administrative. (Té dhénat e konsideruara jané ato sipas Regjistrit té Gjendjes Civile pér vitin 20168);

2. Madhésia e buxhetit vendor dhe buxhetet e bashkive ndaj mesatares kombétare;
Té ardhurat e veta pér frymé dhe ndaj mesatares kombétare;

4. Autonomia financiare vendore sipas tre treguesve: té ardhura nga burime té veta vendore ndaj totalit
té burimeve té disponueshme; té ardhura nga burime té veta vendore dhe taksa té ndara ndaj totalit
té burimeve té disponueshme; té ardhura nga burime té veta vendore, taksa té ndara, transferté e
pakushtézuar dhe specifike ndaj totalit té burimeve té disponueshme;

5. Shpenzimet e geverisjes vendore pér frymé, shpenzimet e personelit pér frymé dhe raportimii treguesve

6. Investimet publike vendore pér frymé dhe ndaj mesatares kombétare.

The distribution of the population according to 61
municipalities in the country presents significant
differences (data of 2016). Populations range
from a minimum of about 5,165 inhabitants
in the Municipality of Pustec to maximum of
about 763,297 inhabitants in the Municipality
of Tirana. Most municipalities host populations
below the national average of about 71,467
residents (calculated as the average population
of 61 municipalities). Excluding the Municipality
of Tirana as an outlier (with an extremely high
population), about 73% of municipalities have a
population below the national average. Uneven
population distribution in the territory carry
important implications in terms of costs and
delivery of local public services, which, in theory,

nivelin e paré té geverisjes vendore (bashkité) té
disponueshme né portalin pér financat vendore
www.financatvendore.al® dhe té dhéna té tjera nga
INSTAT.

Shpérndarja e popullsisé sipas 61 bashkive né
vend paraget diferenca té theksuara (té dhéna
té vitit 2016): nga njé nivel minimal popullsie
prej rreth 5,165 banorésh né bashkiné Pustec,
né rreth 763,297 banoré né bashkiné Tiran&, me
shumicén e bashkive nén mesataren kombétare
prej rreth 71,467 banorésh (llogaritur si mesatare
e popullsisé sé 61 bashkive). Duke pérjashtuar
bashkiné Tirané si njé rast ekstrem (outlier),
rreth 73% e bashkive kané njé popullsi nén
mesataren kombétare. Diferencat e theksuara

Figure 1| Figura 1. Population by municipalities and comparison to national average | Popullsia sipas
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should be provided with the same standards
regardless of the size of the municipality or
territorial coverage.

The overall available financial resources for 61
municipalities rose in nominal terms (particularly
in 2017). As a ratio of national tax revenues,
available financial resources registered a level of
about 18.9% in 2017, from about 15.1% in 2015.
Alongside higher average nominal budgets, the
width of the variation (the difference between
the minimum and maximum values) has broadly
increased. The widening variation is thought to be
driven by the population and active enterprises
concentrated in the territory (correlation of
respective series results 0.97 in both cases).

The division of the overall local budget among
municipalities clearly identifies the differences
between them in nominal terms. The Municipality
of Tirana as an entity has a budget about 14 times
higher than the national average, or about 307
times higher than the smallest municipality. The
municipalities of Elbasan, Durrés, Fier and Shkodra
belong to a second cluster, with a budget size
about two times higher than the national average
and about 48 times higher than that of the
municipality with the lowest budget.

The same picture is also observable in the case
of own source revenues per capita, considered as
a more direct proxy for the assessment of fiscal
decentralization and local autonomy. Over the

né shpérndarjen e popullsisé né territor mbartin
implikime té réndésishme né terma té kostove
dhe ofrimit té shérbimeve publike vendore, té cilat
né teori duhet té ofrohen té gjitha me té njéjtin
standard pavarésisht pérmasave té bashkisé apo
shtrirjes territoriale té saj.

Burimet financiare té disponueshme pér 61
bashkité rezultojné té jené rritur né terma
nominalé (vecanérisht né vitin 2017). Ndaj té
ardhurave tatimore kombétare, burimet financiare
té disponueshme shénuan njé nivel prej rreth
18.9% né vitin 2017 nga rreth 15.1% qé ishte né
vitin 2015. Krahas rritjes né terma nominalé té
nivelit té buxhetit mesatar, gjerésia e variacionit
(diferencés mes vlerés minimale dhe maksimale)
ndérmjet bashkive éshté zgjeruar ndjeshém.
Kéto diferenca vlerésohet té jené té pércaktuara
nga popullsia dhe numri i ndérmarrjeve aktive
té pérgendruara né territor (korrelacioni i serive
pérkatése rezulton 0.97 né té dyja rastet).

Shpérndarja e buxhetit vendor mes bashkive
evidenton qarté diferencat mes tyre né terma
nominalé duke segmentuar bashkiné Tirané si
entitet me buxhet rreth 14 heré mé té larté se
mesatarja kombétare apo rreth 307 heré mé té
larté sesa bashkia mé e vogél. Mé tej, segmenti i
dyté pérbéhet nga bashkité Elbasan, Durrés, Fier
dhe Shkodér, me buxhet rreth dy heré mé té larté
se mesatarja kombétare dhe rreth 48 heré mé té
larté se ai i bashkisé me buxhetin mé té vogél.

Figure 2 | Figura 2. Size of local budget and its distribution among 61 municipalities | Shpérndarja e té

ardhurave té buxhetit vendor mes 61 bashkive
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years considered in this analysis, own source
revenues per capita have increased from a level of
about ALL 2,995 per capita in 2015 to about ALL
4,665 per capitain 2017. Despite an increase of own
source revenues per capita at the national level,
it has not been a homogeneous phenomenon
at the municipal level. In fact, higher per capita
own revenues were driven by the performance
of a limited number of municipalities based on a
single tax - the infrastructure impact tax from new
constructions. Consequently, the gap appears to
be widening both between municipalities and in
comparison to the national average. Generally,
municipalities continue to perform below the
national average.

The relative size of local budgets and the level
of own source revenues per capita signal the
selective effectiveness of decentralization reforms
in a limited number of municipalities. These
municipalities operate in favorable conditions, as
evidenced by the number of active enterprises
located in the territory and the resident
population. Current interventions dealing with
decentralization, particularly its fiscal aspect, seem

E njéjta panoramé rezulton edhe né rastin
kur konsiderohen té ardhurat nga burime té
veta vendore pér frymé, si njé treqgues mé i
drejtpérdrejté pér vlerésimin e decentralizimit
fiskal dhe té autonomisé vendore. Gjaté viteve té
marra né konsideraté, té ardhurat nga burimet e
veta pér frymé jané rritur. Vecanérisht, rritja éshté
e theksuar nga viti 2015 me njé nivel prej rreth
2,995 lekésh pér frymé né rreth 4,665 leké pér
frymé né vitin 2017. Zgjerimi i té ardhurave pér
frymé, nuk éshté fenomen i shtriré né ményré
homogjene mes bashkive, por éshté i udhéhequr
nga ecuria e té ardhurave nga burime té veta né
njé numér té kufizuar bashkish dhe nén efektin e
té ardhurave nga taksa e ndikimit né infrastrukturé
nga ndértimet e reja. Pér pasojé, hendeku
rezulton té jeté zgjeruar si mes bashkive ashtu
dhe raporti i bashkive ndaj mesatares kombétare.
Pérgjithésisht, bashkité vijojné té performojné nén
mesataren kombétare.

Shpérndarja e buxheteve vendore dhe ecuria e
té ardhurave té veta pér frymé sinjalizojné pér
efektivitet selektiv té reformave decentralizuese
né njé numér té kufizuar bashkish. Kjo kategori

Figure 3 | Figura 3. Own source revenues per capita and in comparison to the national average | Té
ardhurat nga burime vendore pér frymé pérkundrejt mesatares kombétare
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to have had limited effects for about 75% of the
municipalities in the country. These municipalities
continue to generate limited revenues from
own sources (below the national average).
Intergovernmental  transfers are somewhat
effective in mitigating disparities created at local
level, though in a local autonomy context, this
instrument has strengthened municipalities’
dependence on the central government, creating
a vicious circle. This raises major questions
about current vertical decentralization reforms
and interventions coming from the central
government.

The continued lack of revenues (and a restricted
space for local borrowing) is reflected in the high
level of arrears created by the municipalities
in the country. In 2017, arrears amounted to
approximately ALL 9.2 billion or EUR 75 million,
from approximately ALL 11.8 billion or EUR 94.4
million in 2015).

bashkish operon né kushte té favorshme, ashtu si
dhe tregohet nga numri i bizneseve té lokalizuara
né territor dhe nga popullsia banuese. Ndérhyrjet
e deritanishme né funksion té decentralizimit,
vecanérisht fiskal, duket té kené pasur efekte
té kufizuara pér rreth 75% té bashkive né vend,
té cilat vijojné té gjenerojné té ardhura té uléta
nga burimet e veta (nén mesataren kombétare).
Ndérhyrja me transfertat ndérqeveritare deri
diku tenton té zbusé pabarazité e krijuara, por,
né aspektin e autonomisé vendore, kjo lévizje rrit
varésiné e bashkive ndaj geverisjes gendrore duke
krijuar késhtu njé rreth vicioz. Kjo e fundit ngre
piképyetje té€ médha pér reformat dhe ndérhyrjet
e deritanishme decentralizuese vertikale (nga
geveria gendrore né até vendore).

Mungesa e vazhdueshme e té ardhurave, nén
kufizimin e hapésirés pér huamarrje vendore,
éshté pasqyruar né nivelin e larté té detyrimeve té
prapambetura té bashkive né vend (né vitin 2017
rezultoi 9.2 miliardé leké ose rreth 75 milioné euro
nga njé nivel prej rreth 11.8 miliardé leké ose rreth
94.4 milioné euro né vitin 2015).

Figure 4 | Figura 4. Stock of arrears at the municipal level (61 municipalities = 100) | Stoku i detyrimeve té

prapambetura sipas bashkive
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Source | Burimi: Ministry of Finances and Economy, and authors calculations | Ministria e Financave dhe

Ekonomisé, llogaritje té autoréve.
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Local governments’ total expenditures increased
after the implementation of the TAR, from 13.5%
of general government spending in 2010 to
about 17.4% in 2017, though largely determined
by intergovernmental transfers. The ratio of
intergovernmental transfers to local own source
revenues amounted to about 2.7 in 2017 from
a level of about 2.9 in 2015. Although this ratio
improved over the two-year period in nominal
terms, revenues from intergovernmental transfers
continue to dominate the structure of available
financial resources for local governments,
representing about 73.0% of the total. At the same
time, total expenditures per capita have increased
from ALL 13,584 in 2015 to around ALL 18,399 in
2017. Among expenditure categories, personnel
expenditures per capita also increased from an
average of ALL 2,517 in 2015 to approximately ALL
4,535 in 2017. Higher personnel expenditures per
capita may be the result of several factors, such as
wage increases in the public sector, an increase in
the number of employees due to the transfer of
new functions, among others. While expenditures
have increased in both nominal and per capita
terms, the available data does not allow for an
analysis of whether higher labor costs have been
translated into increased labor productivity in the
Albanian municipalities.

Capital expenditures per capita (investments)
have also increased from ALL 3,792 in 2015 to
an average of ALL 6,080 in 2017, largely on the
back of intergovernmental transfers for capital
expenditures. Investment growth has not
been uniform across municipalities, resulting
in substantial differences between them and
compared to the national average. In 2017, per
capita capital expenditure differentials deepened
both between municipalities and in comparison
to the national average. Based on the available
data, it is difficult to assess whether the increase in
capital expenditures has been balanced within the
municipality (center and administrative units) or
between urban and rural areas.

The overall local expenditures analysis, broken
down by categories, suggests the persistence
and widening of inequality between the 61
municipalities and in comparison to the national
average. Investment injection at the local
level, under central government assessment

Shpenzimet totale té geverisjes vendore jané rritur
pas zbatimit té TAR nga 13.5% e shpenzimeve
té pérgjithshme té qgeverisé né vitin 2010, né
rreth 17.4% né vitin 2017, ndonése pércaktuar
gjerésisht prej transfertave ndérqgeveritare. Raporti
i transfertave ndérqeveritare ndaj té ardhurave
nga burime té veta vendore rezultoi rreth 2.7 né
vitin 2017, nga rreth 2.9 gé ishte né vitin 2015.
Ndonése ky raport rezulton i pérmirésuar, né
terma nominalé, té ardhurat nga transfertat
ndérgeveritare vijojné t& dominojné strukturén e
burimeve financiare vendore me rreth 73.0% ndaj
totalit. Shpenzimet totale pér frymé vlerésohet
té jené rritur nga 13,584 leké né vitin 2015 né
rreth 18,399 leké né vitin 2017. Ndér kategorité
e shpenzimeve, shpenzimet e personelit pér
frymé gjithashtu shénuan rritje nga mesatarisht
2,517 leké né vitin 2015 né rreth 4,535 leké né
vitin 2017, rritje kjo e pércaktuar nga njé mori
faktorésh si rritja e pagave né sektorin publik, rritja
e numrit té punonjésve pér shkak té transferimit
té funksioneve té reja etj. Krahas kétyre arsyeve, té
dhénat né dispozicion nuk lejojné pér vlerésim té
‘produktivitetit’ té punés né bashkité né vend.

Investimet pér frymé té kryera nga bashkité
gjithashtu rezultojné té jené rritur nga 3,792 leké
né vitin 2015, né mesatarisht 6,080 leké né vitin
2017, nén ndikimin e transfertave ndérqgeveritare
pér shpenzime kapitale. Rritia e investimeve
paraget diferenca té theksuara ndérmjet bashkive,
né raportin e bashkive ndaj mesatares kombétare.
Né vitin 2017, diferencat né shpenzimet kapitale
pér frymé rezultojné té jené thelluar mé tej, si
ndérmjet bashkive ashtu dhe né krahasim me
mesataren kombétare. Bazuar né té dhénat e
disponueshme, éshté e véshtiré té vlerésohet
nése rritja e shpenzimeve pér investime ka gqené e
balancuar ndérmjet bashkisé gendér dhe njésive
administrative.

Panorama e ofruar nga analiza e kategorive té
shpenzimeve sugjeron pér pabarazi ndérmjet
61 bashkive né vend. Injektimi i investimeve né
nivel vendor, nén vlerésimin dhe vendimmarrjen
gendrore, duket té keté prodhuar pabarazi té
theksuara ndérmjet bashkive né vend.

Né konceptin e ngushté té autonomisé financiare
té matur nga raporti i té ardhurave nga burime té
veta vendore ndaj totalit té& burimeve financiare,
nuk vlerésohet té keté pasur ndryshime né kahun
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Figure 5 | Figura 5. Capital expenditures per capita: municipalities versus national average | Shpenzimet
kapitale pér frymé: bashkité pérkundrejt mesatares kombétare
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Source | Burimi: www.financatvendore.al and authors calculations | llogaritje té autoréve.

and decision-making, seems to have produced
significant disparities among municipalities in the
country.

In the narrow concept of financial autonomy,
measured by the ratio of own source revenues to
total available financial resources, no significant
improvements are evident. On average, the
indicator recorded 25.6% in 2010, 25.2% in
2015, and about 27.0% by the end of 2017. One
needs to consider that during this period, many
municipalities tightened their fiscal policies,
resulting in a higher level of local taxes and fees.
Also considering two other proxies for financial
autonomy, thereby adopting a wider concept, the
evidence suggests no substantial change in the
level of financial autonomy.

Depending on the adopted concept (proxy or
indicator), financial autonomy fluctuates from
a minimum level of about 27.0% to a maximum
of 57.1% (based on data for 2017). In all cases,
the level of local autonomy is low compared
to the World Bank (2018) benchmark level of
80%° and with significant differences between

pérmirésues. Mesatarisht, treguesi shénoi nivelin
25.6% né vitin 2010, 25.2% né vitin 2015 dhe né
fund té vitit 2017 ai regjistroi njé nivel prej rreth
27.0%. Pér t'u konsideruar éshté edhe fakti g€,
gjaté késaj periudhe, né shumé bashki né vend
jané aplikuar rritje né taksat dhe tarifat vendore.
Edhe né rastin e treguesve té tjeré nuk paraqgiten
ndryshime thelbésore né nivelin e autonomisé
financiare.

Varésisht konceptit té adoptuar, autonomia
financiare luhatet nga njé nivel minimal prej
rreth 27.0% né maksimalisht 57.1% (bazuar né
té dhénat pér vitin 2017). Né té gjitha rastet,
niveli i autonomisé vendore vlerésohet i ulét
krahasuar me nivelet referencé prej 80% sipas
The World Bank (2018)° dhe me diferenca té
theksuara ndérmjet bashkive. Ndonése né terma
nominalé shpenzimet e qeverisjes vendore
jané rritur [pérkthyer kjo né shérbime mé té
mira apo jo, mbetet pér t'u vlerésuar], niveli i
autonomisé vendore/decentralizimi fiskal, referuar
treguesve té analizuar, mbetet shumé i ulét. Sjellja
hegjemonike e qeverisjes gendrore pérkundrejt
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Table 1 | Tabelé 1. Indicators (proxies) for financial autonomy | Tregues té autonomisé financiare.

Indicator (A) | Treguesi (A)

Own source revenues/
total available financial
sources

Té ardhura nga burime
té veta vendore/burime
financiare totale

YEAR 2010
VITI 2010
Ml'm'muml 2.0%
Minimum
Maksimumi

[0)
Maximum 57.9%

Mesatare
Average

YEAR 2013
VITI 2013
Minimumi
Minimum

25.6%

2.4%

Maksimumi

[0)
Maximum 54.2%

Mesatare
Average
YEAR 2015
VITI 2015
Minimumi
Minimum

24.4%

2.9%

Maksimumi

[0)
Maximum 52.0%

Mesatare
Average

YEAR 2017
VITI 2017
Minimumi
Minimum

25.2%

2.5%

Maksimumi

(0)
Maximum 61.4%

Mesatare

27.0%
Average

Indicator (B) | Treguesi (B)

Own source revenues
and shared taxes /total
available financial sources

Té ardhura nga burime té
veta vendore dhe taksa té
ndara/burime financiare
totale

2.3%
61.5%

27.9%

3.1%
59.1%

27.4%

3.9%
55.0%

27.4%

3.2%
63.1%

28.7%

Indicator (C) | Treguesi (C)

Own source revenues,
shared taxes, unconditional
and specific transfers/total
available financial sources

Té ardhura nga burime
té veta vendore, taksa
té ndara dhe transferta
e pakushtézuar/burime
financiare totale

20.0%
74.8%

48.8%

27.8%
74.7%

49.4%

25.5%
71.6%

49.1%

36.2%
79.9%

57.1%

Source | Burimi: www.financatvendore.al and authors calculations | llogaritje té autoréve.
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municipalities.

While local government expenditure has increased
in nominal terms (whether this translates to better
services or not remains to be assessed), the level
of local autonomy/fiscal decentralization, remains
very low according to the indicators analyzed. The
hegemonic behavior of the central government
regarding local governments seems to have
produced significant disparities at the municipal
level, leaving the real needs of the communities
they represent unaddressed. These results are in
line with Dabla-Norris's (2006) findings, signaling
on the one hand, a kind of central government
resistance to ‘release’ control instruments on
local government™ and, on the other hand,
local government’s inability to strengthen their
authority over local revenue sources.

Conclusions and Recommendations

The last three years were characterized by
important steps towards the decentralization of
governance from the central to the local level
within the framework of the National Strategy for
Decentralization and Local Governance 2015-2020.
The implementation of these reforms had as a
common denominator the empowerment of local
government and the improvement of the quality
and efficiency of local public service provision. The
analysis of available data and indicators suggests
that the biggest barrier to further progress lies
in the low level of local financial autonomy.
Reliance on intergovernmental transfers from
the central government may have stimulated
the somewhat lazy and opportunistic behavior
of the municipalities. This attitude hampers
incentives to generate revenues from local sources
(Dabla-Norris, 2006) and make economically
efficient decisions, and, consequently, reduces
municipalities’ transparency, responsibility, and
accountability towards the communities they
represent. Given these circumstances, and to meet
the intended goals of the reforms, policy-makers
should reflect on the following recommendations:

«  Establish a clear division of competencies and
responsibilities for the provision of public
services;

. Establish a clear connection between sources
of revenues (what constituents pay) and

geverisjes vendore duket té keté prodhuar
pabarazi té theksuara né nivel bashkie, duke 1éné
té paadresuara nevojat reale té komuniteteve gé
ato pérfaqésojné. Kéto rezultate shkojné né linjé
me gjetjet e Dabla-Norris (2006) duke sinjalizuar
njékohésisht, né njérén ané njé lloj rezistence té
geverisjes gendrore pér té ‘léshuar’ njé instrument
kontrolli mbi geverisjen vendore' dhe né anén
tjetér njé paaftési té qgeverisjes vendore pér
té forcuar autoritetin e tyre mbi burimet e té
ardhurave vendore.

Pérfundime dhe rekomandime

Tre vitet e fundit u karakterizuan nga hapa té
réndésishém né fushén e decentralizimit té
geverisjes nga niveli gendror né nivel vendor, né
kuadrin e parashikimeve té Strategjisé Kombétare
pér Decentralizimin dhe Qeverisjen Vendore
2015-2020. Zbatimi i kétyre reformave kishte si
emérues té pérbashkét fugizimin e qeverisjes
vendore, cilésiné dhe ekonomicitetin né ofrimin
e shérbimeve publike vendore. Analiza e té
dhénave dhe treguesve té disponueshém sugjeron
se ‘ngér¢ci’” mé i madh géndron né nivelin e ulét
té autonomisé financiare vendore. Varésia dhe
mbéshtetja né transfertat nga geveria gendrore
mund té keté nxitur njé sjellje ‘dembele’ dhe deri
diku ‘oportuniste’ té bashkive: ulje té stimujve
pér té siguruar té ardhura nga burimet e veta
vendore (Dabla-Norris, 2006) e pér té marré
vendime ekonomikisht eficiente dhe pér
pasojé, ulje té transparencés, llogaridhénies
dhe pérgjegjshmérisé pérballé komuniteteve
gé ato pérfagésojné. Né kéto kushte dhe pér té
pérmbushur qéllimin e synuar nga reformat e
ndérmarra, politikébérja duhet té reflektojé né disa
drejtime:

« Té krijojé ndarje té garté té kompetencave
e pérgjegjésive pér ofrimin e shérbimeve
publike;

«  Té vendosé njé lidhje té garté midis burimeve
té té ardhurave (¢faré qytetarét paguajné)
dhe shérbimeve té ofruara/investimeve té
realizuara (¢faré marrim);

«  Té thellojé né ményré efektive decentralizimin
fiskal pér té mundésuar llogaridhénien,
transparencén dhe pérgjegjshmériné pérballé
komunitetit, duke siguruar gjetjen e njé
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the services and investments realized (what
constituents receive);

« Effectively deepen fiscal decentralization
to enable accountability, transparency, and
accountability to the community by ensuring
a certain equilibrium between responsibilities
and rights of citizens and decision-making
powers;

« Strengthen information, monitoring, and
accountability mechanisms; and

« Increase central and local institutional
capacity to build and implement a successful
decentralization model.

Though it is still too early to draw conclusions, the
increase in overall expenditures (and personnel
expenditures in particular) does not align with the
main objective of the TAR - increasing operational
efficiency and shrinking administrative costs.
In the allocation of investments, the adoption
of a bottom-up approach could create better
conditions in which to address the needs of the
communities that the municipalities represent. The
expenditure level is just one side of the equation,
and the only side that can be assessed with the
data available currently. We cannot yet assess
whether expenditure growth has translated into
improvements in the quality of local public service
provision.

Notes

1. https://portavendore.al/2018/07/20/deshton-
decentralizimi-bashkite-ne-meshiren-e-
geverise-80-e-fondeve-jepen-nga-buxheti/;
https://ekonomix.al/deshton-decentralizimi-
80-e-fondeve-te-bashkive-jepen-nga-qeveria/

2. http://www.gsh.al/2018/05/16/decentralizimi-
fiskal-dhe-pushteti-vendor/

3. https://aam.org.al/reforma-territoriale-
dhe-decentralizimi-nen-hijen-e-
buxhetit-vendor-per-vitin-2017/
https://ekonomix.al/qgeveria-u-premton-
bashkive-fond-parapergatitor-per-
turizmin-shogata-te-beje-decentralizimin-
fiskal-nje-here/

4. See: http://www.reformaterritoriale.al

5. See arguments supporting the territorial and
administrative reform, presented in: Reforma

ekuilibri midis pérgjegjésive dhe fuqisé/tagrit
vendimmarrés;

. Té forcojé mekanizmat e informimit,
monitorimit dhe llogaridhénies; dhe

- Té rrité kapacitetet institucionale gendrore
dhe vendore pér té ngritur njé model
decentralizimi té suksesshém.

Ndonése é&shté ende herét pér té nxjerré
pérfundime, rritja e shpenzimeve né pérgjithési
dhe e atyre té personelit né vecanti nuk pajtohet
me objektivin madhor té RAT, até té rritjes sé
eficiencés operacionale dhe tkurrjes sé kostove
administrative. Né alokimin e investimeve,
adoptimi i njé qasjeje nga poshté lart mund té
krijojé kushte mé té mira pér adresimin e nevojave
té komuniteteve gé bashkité pérfagésojné. Niveli
i shpenzimeve éshté vetém njéra ané e medaljes,
ajo qé me té dhénat né dispozicion mund té
vlerésohet. Né anén tjetér, nuk mund té vlerésojmé
nése rritja e shpenzimeve éshté pérkthyer né ofrim
dhe pérmirésim té cilésisé sé shérbimeve publike
vendore.

Shénime

1. https://portavendore.al/2018/07/20/deshton-
decentralizimi-bashkite-ne-meshiren-e-
geverise-80-e-fondeve-jepen-nga-buxheti/;
https://ekonomix.al/deshton-decentralizimi-
80-e-fondeve-te-bashkive-jepen-nga-geveria/

2. http://www.gsh.al/2018/05/16/decentralizimi-
fiskal-dhe-pushteti-vendor/

3. https://aam.org.al/reforma-territoriale-
dhe-decentralizimi-nen-hijen-e-
buxhetit-vendor-per-vitin-2017/
https://ekonomix.al/qeveria-u-premton-
bashkive-fond-parapergatitor-per-turizmin-
shoqata-te-beje-decentralizimin-fiskal-nje-
here/

4. Shiko: http://www.reformaterritoriale.al

5. Shiko argumentet pér nevojén pér reformén
administrative territoriale, té prezantuara né
Reforma Administrative Territoriale, Analizé
e Situatés sé Qeverisjes Vendore né Shqipéri,
2014, Ministri i Shtetit pér Céshtjet Vendore.

6. Portali www.financatvendore.al éshté njé bazé
té dhénash e ndértuar nga Co-PLAN, Instituti
pér Zhvillimin e Habitatit, financuar nga
LévizAlbania. Té dhénat e paraqgitura né kété
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10.

Administrative Territoriale, Analizé e Situatés sé
Qeverisjes Vendore né Shqipéri, 2014, Ministri i
Shtetit pér Céshtjet Vendore.

The www.financatvendore.al is an open
database built by Co-PLAN, Institute for Habitat
Development, financed by LévizAlbania. The
data presented on this portal is sourced from
the Treasury’s Financial Information System
(Treasury System) at the Ministry of Finance
and Economy, are factual data, have quarterly
frequency (cumulative), and are available for
the period 2010-2017.

Comparative analysis with previous years
helps in assessing the situation of local public
finances before and after the TAR, compared
to the national situation, and compared
to other municipalities. The total amount
of revenues in the budget, regardless of
the source, is considered as total financial
resources, consisting of: local own source
revenues (local tax and tariffs), shared taxes,
and intergovernmental transfers (conditional,
unconditional and specific). Expenditures
incurred by municipalities is categorized by (i)
economic nature of expenditures on wages,
salaries, operating fees, and other expenses
and capital expenditures; (ii) Functional
Classification of Government Functions
(COFOQG); (iii) source of funding - funds from
own resources or transfers from central
government.

The same data is used by the Ministry of
Finance and Economy for the division of
the unconditional transfer for the year 2017
between municipalities (one of the criteria
in the approved formula for unconditional
transfer division).
http://www.seecities.eu/seecities.eu/
Portals/0/Images/Stories/Publications/
MFSA%20Brochure_Final_Web.
pdf?ver=2018-03-27-171509-547

Independent from the improvement in the
formula approved by MoFE for the allocation
of the unconditional transfer.

10.

portal burojné nga Sistemi Informatik Financiar
i Qeverisé (Sistemi i Thesarit) prané Ministrisé
sé Financave dhe Ekonomisé. Ato jané té dhéna
faktike, kané frekuencé tremujore (paragiten né
terma kumulativé) dhe jané té disponueshme
pér periudhén 2010-2017.

Analiza krahasimore me vitet e méparshme
ndihmon né vlerésimin e situatés sé financave
publike vendore para dhe pas RAT, duke béré
krahasimin me situatén kombétare dhe/apo
bashkité e tjera. Térésia e té ardhurave né
buxhet, pavarésisht burimit, do té cilésohet
si ‘burime financiare totale’ té pérbéra nga:
té ardhura nga burime té veta vendore
(taksa e tarifa vendore), taksa té ndara dhe
transferta ndérqeveritare (té kushtézuara, té
pakushtézuara dhe specifike). Shpenzimet e
kryerangabashkité do té kategorizohen (i) sipas
natyrés ekonomike — né shpenzime pér paga
dhe sigurime, shpenzime operative dhe té tjera
dhe shpenzime kapitale; (ii) sipas klasifikimit
funksional té funksioneve té geverisé (COFOG);
(iii) sipas burimit té financimit - me fonde nga
burime té veta apo transferta nga geverisja
gendrore.

Kjo e dhéné éshté pérdorur nga Ministria e
Financave dhe Ekonomisé né llogaritjet pér
ndarjen e transfertés sé pakushtézuar pér vitin
2017 (bazuar né formulén e miratuar).
http://www.seecities.eu/seecities.eu/
Portals/0/Images/Stories/Publications/
MFSA%20Brochure_Final_Web.
pdf?ver=2018-03-27-171509-547
Pavarésisht pérmirésimit né
transfertés sé  pakushtézuar
formulés sé miratuar nga MFE.

ndarjen e
népérmjet
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Reforma administrative-territoriale dhe strategjia e decentralizimit — Sa prané/larg objektivave té déshiruar jemi pas njé mandati geverisés?
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