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Since its independence (1991), the Republic of Moldova has been challenged by several incoherent administrative and territorial reforms (1994, 1998, 2003, and 2006). Not only the process of ‘centralization-decentralization’ has had a controversial trajectory, but also the unitary system of the government has been a ‘boiling’ subject of political disputes and civic confrontations. Despite the fact that in 1997 the Republic of Moldova ratified without reservations the European Charter of Local Self-Government, the decentralization and local autonomy matters are still very sensitive. A new appointed Government (September 2009) prioritized the administrative and fiscal decentralization within its program document, but so far there is no yet a clear vision of reforms.  
Legal and Organizational Framework
Actually the system of self-government in Moldova is structured in two levels: (i) the first level is consisting of more than 900 mayoralties established and operating in villages (communes) and cities, and (ii) the second level operating on the level of a district/rayon (32 rayons) and municipality (Chisinau and Balti). 
The members of the Local Council (both levels) and the mayors are elected directly by the citizens. The heads and deputy-heads of rayons are elected from among the members of respective Rayon Councils. 
The status of the Autonomous Unit of Gagauzia (consists of three rayons and has its own Parliament and directly elected Governor) is defined by a separate law. In addition, In accordance with the Constitution of Moldova, the administrative status of (yet) secessionist Transnistrian region is to be granted with an advanced level of decentralization (but within the indisputable clause of the state’s unitary system). 

Distribution of competences:

The Law on Administrative Decentralization (2006) defines two types of functions performed by local governments: own (statutory) functions and delegated functions. The Law is providing detailed lists of own functions for both tiers of local governance. The delegation functions are described, but not listed, which gives to the central Government the flexibility in deciding which functions should be delegated and when. 

Box 1: Self-governance own functions: 

	1st level of self-governance 

[villages and cities]
	2nd level of self-governance

[rayons and municipalities]

	· Spatial/urban planning 
· organization and development of local public services (water supply and sewerage, district heat supply, waste management, public transportation, public lighting, fire service, sanitation)

· construction and maintenance of community’s streets, squares and pedestrian zones

· local owned assets management

· management and maintenance of cemeteries

· building, management, maintenance and equipping the kindergartens and extra-school institutions (music and painting schools for children)

· development and maintenance of the activities related to sport, recreation and culture

· social housing


	· supporting and fostering initiatives regarding economic development of administrative-territorial units
· building and maintenance the public infrastructure which perform a district wide function  (transportation and roads, culture, education, sport)

· maintenance of lyceum type schools 

· maintenance of the vocational schools, special schools and schools for orphans 

· methodological support for primary and secondary education

· public safety 

· protection of forests of rayon interest

· administrating social assistance units of rayon interest

· development and management of social community services for socially vulnerable categories, monitoring the quality of social services.


It should be mentioned that even the Law on Administrative Decentralization is approved and is in force, it is not yet fully applicable. The previous Government failed to design the implementation plan (required by the law). As result there are many contradictions between the Administrative Decentralization Law and different legislative and regulative norms and procedures. 
Local Finances:

Formally, the Law grants responsibility to the local authorities to elaborate, to approve and to execute local budgets. In reality, the budget system is still hierarchical and local authorities have little autonomy in fiscal-policy decision making. The Government failed to elaborate a new Law on Local Finances in order to harmonize the intergovernmental fiscal relations with the new Laws on Decentralization and Local Public Administration. 
Actually, the mayoralties of communes and towns elaborate local budgets and submit them to Local Councils for approval, which are subsequently submitted to the Rayon Councils. Based on the local budgets, the Rayon Budget is formulated and submitted to the Government (Ministry of Finances) for review and approval. After the approval of the State Budget by the Parliament, the local budgets are adjusted, if necessary, and approved in the final version. 

The local budgets are very limited in their ability to mobilize revenues. This is due to their poor economic state, but also to the deficient system of distributing revenues from taxes between the central and the local budgets.
There are three main revenue sources for local self-governments in Moldova: own revenues, shared revenues, and transfers from central government budget. The local budgets’ own revenues are composed from Local taxes and fees, capital revenues and special revenues. Shared taxes had a significant contribution to the overall composition of local revenues, but significantly decreased in 2004, as VAT shared amount was removed from the local budgets. 

The local authorities’ budgets depend heavily on the transfers from the state budget and this dependence has been growing over time. In average, about 50% of the total administrative territorial units’ expenditures are financed by state budget transfers (>70% if to exclude Chisinau and Balti municipalities).
There is another real own source of revenue, which the local authorities may use – income from privatisation of public housing, municipally owned land and facilities, payments for the lease of the municipal land plots, but all this income is included into the total revenue and the amount of subsidies/transfers are decreased against this sum.

There are two important types of transfers to the local budgets. The most important is from the Financial Support Fund: about 80% of the total transfers. The Financial Support Fund is formed from the state budget allocations and allocations from the local budgets whose budgetary revenues exceed by at least 20% the average expenditures per capita. The amount of Financial Support Fund transfers is determined as the difference between the average per capita spending (which is calculated for each article of expenses) and the per capita revenue multiplied by the total number of people. Thus, the existing transfer system ensures a similar expenditure level across the districts regardless of the revenue generation capacity. Also, the financial support transfers are calculated based on norms elaborate by the Government. In reality, the norms do not account for the exact demographic figures (for ex. number of children in schools or kindergartens) and allow some villages to “save” some funds which they can use next year.
According to the law, the second type of transfers (earmarked transfers) includes allocations for additional functions delegated by the government or compensations for loss of revenues due to changes in legislation or in the territorial administrative structure. In reality, these transfers usually finance investment projects. Their allocation is seen by the beneficiaries as less transparent, with priorities identified at the local level being ignored in many cases by the Government and replaced with projects which are considered to be politically motivated.
The expenditures of local self-governments total budget consists (in average 2005-2009) of: management (11%), education (69%), culture & sport (4%), social protection (1%), communal services and infrastructure (5%) and others (10%).  

The law is imposing severe restrictions in terms of the rights of local self-governments to take loans: (i) the loan my not exceed more than 5% from total municipal revenues approved by the budget, (ii) the loan may be taken for covering capital costs if total sum of debts from and new loans does not exceed 20% from total revenues of respective budget.

Box 2: the fulfillment of decentralization conditions
	Requirements
	Evaluation
	Comments

	How are local government councils elected
	+
	Popular direct elections for Local Councils and Mayors. Heads of rayons elected by the Local Councils. 

	Organizational management
	-
	The local self-governments are obliged to organize themselves based on  the templates of organizational charts approved by the Government  

	How are chief local officers appointed


	+
	Chief officials within Rayon administration and Mayoralties are appointed by local elected bodies 

* The chiefs of municipal police are appointed by line ministries. 

	Taxing power of local governments
	-
	The Law is restricting the rights of self-governments within a set local taxes and limits of their size. 

	Expenditure responsibility of local governments


	limited
	Generally, local self-governments have the formal authority over local spending decisions, but the Government estimates the share of the consolidated national budget, which may be spent for financing the public services provided by local authorities (both own and delegated responsibilities), calculating the per capita expenditures and working out methodological norms.

	Local governments' responsibility in determining service levels
	+
	Formally the local governments own the competences for determining the service level, but they have very limited financial resources to cover statutory responsibilities. 

	Local governments' tax administration capacity
	-
	The State Fiscal Inspectorate (central governmental body) is managing the fiscal administration at local level (the chiefs of territorial tax entities are appointed by the central government). 

	Local governments' power to borrow


	limited
	Local governments can borrow short-term from banks for cash management purposes, which must be repaid within the fiscal year. Total debt and interest payments cannot exceed 5% of own revenue during the fiscal year. Also, local authorities can borrow for capital investment purposes: The annual amount of such debt cannot exceed 20% of local revenues.

	What do you see the rationales for decentralizations in your country?
	· To improve the efficiency of public sector
· To increase the level of public revenues
· To foster an efficient administrative-territorial organization 

	What do you see the main constraints of decentralization in your country?
	· Chronic deficit of political will
· Lack of clear decentralization vision 
· Deficit of cooperation between local public administration & (consequently) weak lobbying for decentralization 
· Low capacity of local authorities and poor economic state of the majority regions
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