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Preface

Commissioned by the NISPAcee, this volume brings together some of papers of 

the NISPAcee 11th Annual Conference on Capacities to Govern: Challenges Facing 

Central and Eastern Europe . Th ese proceedings attempt to provide new and inter-

esting perspectives on the subject for use by both academics  and practitioners.

When assembling this volume, the editors had the objective, strongly sup-

ported by NISPAcee, to bring together cutting-edge and novel thinking from a 

wide range of thinkers – from academics  to government  offi  cials, from young to 

more experienced – on the challenges of governing in Central and Eastern Eu-

rope . Th is book brings together original and high quality research connected to 

the main conference theme, but particularly on subjects and countries that have 

not yet been covered in ‘Western’ Public Administration scholarship.

In order to achieve such a high standard, following upon ten success-

ful volumes of Annual Conference proceedings which aimed at inclusiveness 

and breadth of coverage, papers selected for the current publication had to go 

through a rigorous screening process by the editors. Almost all of them were 

also thoroughly revised to form essays rather than papers. In the end, only 20% 

of papers delivered in Bucharest  are found in this volume. Some excellent papers 

had to be left  out, not because of a lack of quality, but because their topic, style 

or length did not fi t. While the three editors share in the overall work and take 

responsibility for the fi nal outcome, the editing of the papers that were fi nally ac-

cepted was the sole task of the senior editor, Bryane Michael.

We would like to thank the NISPAcee Secretariat for allowing us to pursue 

this publication and particularly Ludmila Gajdosova for her continued guidance 

and support. Juraj Sklenar also provided very able technical support. Helen Reina 

provided excellent copy-editing for the fi nal versions of the contributions. Most 

of all, we would like to thank the contributors who allowed their work to be pub-

lished and oft en worked extensively with Bryane on edits.

Bryane Michael, Rainer Kattel, Wolfgang Drechsler

Oxford, Tallinn , and Tartu , Mardi Gras 2004
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Introduction: The Challenge of Capacity Building in 
Central and Eastern Europe 

Bryane Michael

For much of Central and Eastern Europe , “transition ” remains elusive. For politi-

cal transition, the State  was to be rolled back as democratic institutions such as 

free media , parliament , and “civil society ” were developed. Economic transition 

required privatisation , liberalisation , and industrial restructuring . 1 Yet, by the 

late 1990s, policymakers  and academics  realised that the State could not simply 

be downsized, it had to be “rightsized” (to use the buzz-word of the time). Th e 

theory of “downsizing” (for better or worse) had its corpus in the political science 

literature of decentralisation  and local participation  and the economic literature 

of privatisation and liberalisation. Yet, “right-sizing” was an area “without a map” 

(to coin Scheifer and Treisman’s famous book of the time).

Th e purpose of these selections from contributions to the NISPAcee 11th 

annual conference is to contribute to that map by exploring the capacities needed 

by public  sector bodies. Th e state has a role to play in providing public  goods 

(such as educating the youth of the country) as well as in refl ecting the political 

and social values  (such as throwing out parties who turn a blind eye to corrupt 

privatisation ). Yet, “capacities to govern” must be developed – capacities related 

to setting strategic direction, building capacity to implement policy, and building 

new ways of fi nancing public  goods and services. While it is too early to develop 

a model of government  “rightsizing” and “capacity building ”, the papers in this 

volume should contribute to such a theory. Figure 1 provides the reader with a 

roadmap for the papers which will follow. 2 Th e fi rst part of the volume provides 

an overview of capacity in the region. Th e second section describes the public  

perceptions  and values which shape the authority  and legitimacy  of such capacity. 

1   See Blanchard (1997), Gros and Steinherr (1995), Roland (2000), Schleifer and Treisman 
(2000).

2   The section on health reform was not covered as they will have their own separate volume. For 
readers wishing to consult the original papers, see http://www.nispa.sk/modules.php? name=N
ews&fi le=article&sid=46. We would like to thank the session presenters who helped shape our 
ideas.
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Th e third set of papers describes the changing balance of responsibilities between 

central and non-central government. Th e fourth set of papers describes methods 

of fi nancing the capacities to govern and the fi scal  refl ection of changing national 

and local level relations. Th e fi nal section describes some issues related to the 

positive and negative interaction between the State  and society .

Building Capacities for the Present and the Future

Yehezkel Dror  starts the volume, putting the capacities to govern in a wider con-

text. In his view, these capacities to govern are needed to steer Central and East-

ern European societies  through “ruptures  in history .” Th e ruptures can be over-

come by “weaving the future” or providing a strategic conception for transition  

(and post-transition) policy. Economists oft en note that political and economic 

outcomes are “path-dependent .” Dror takes this view a step further by arguing 

that Central and Eastern European policymakers  must consider all these possible 

paths and choose policy based on the best path.

If Dror provides a glimpse into the future, then Martin Potuček  provides 

a glimpse into the present – defi ning ten capacities of good governance . Aft er 

defi ning indicators based each of the ten capacities of good governance, he con-

ducts an expert survey and fi nds that Central and Eastern European countries are 

roughly 49% of the way toward the “good governance” of the Western European 

Strategic
Objectives

Government Capacity
Public
Perceptions
And Values

Regional
governments

finance

Society

Potucek

Dror

de Vries

Staronova

Fuller

Szegvari

Majcherkiewicz

Ablyatifov

Gurba Zoulkarnaev

Bryce

Bryson

Tonnisson Ovseiko

Jonauskis

Pippidi and Ionita

Figure 1

Roadmap for Capacities to Govern
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countries. However, there are signifi cant diff erences as Estonia  is roughly 76% of 

the way while Ukraine  is about 50%. Together, the reader obtains a broad static 

view (the current situation) and a dynamic view (over time) of the capacities to 

govern.

Changing Perceptions  of Governance

Looking at democratic values  of both Western and Eastern society , Michiel de 

Vries  off ers a dynamic analysis of value change at the local level in Lithuania , 

Belarus , Russia , Sweden  and the Netherlands . By using policymaker surveys to 

look at attitudes  toward leadership , minorities  in decision making processes, 

participation , confl ict resolution , parochialism , central-local relations , and 

income policies , he fi nds that “period-eff ects seem to be most important for ex-

plaining value change and that values are especially characteristic for periods and 

less for generations and age-groups.”

Focusing on a particular country, Katarina Staroňová  looks at how 

policymakers  see themselves. Drawing upon her work in the Slovak  Republic, 

she fi nds that senior Slovak  offi  cials oft en view their jobs quite diff erently than 

as defi ned in their offi  cial duties. Such divergences, however, refl ect a political 

institutional structure as “the role of a state secretary  depends on the minister 

and his defi nition which can range from acceptance of a state secretary as his 

deputy to the marginalisation  of this post.” In 60% of her cases, state secretaries 

saw themselves as managers rather than leader (20%). Interestingly, only 5% saw 

themselves as interest group negotiators.

In Donald Fuller ’s account of the Czech  Temelin  Nuclear Reactor, he dis-

cusses the relevance of external and internal government  perception. According-

ly, Czech  policy toward a potentially dangerous nuclear reactor  has been swayed 

somewhat by external pressure groups, yet by the government’s own perception 

of the status quo . At the risk of over interpreting the paper, the Temelin case 

shows a “cognitive dissonance” view of an Eastern European government which 

is only swayed by the force of the EU  and the benefi ts that accession  will bring.

Changing Relationship between the Nation and the Region

If Fuller  sees accession  as a powerful driver of Czech  policy, Peter Szegvari  de-

scribes the role of regional policy in accession. Europe, in many ways can be con-

sidered a Europe of regions – Szegvari  citing Eurostat  data for 1998 notins that 

“there is a more than fi ve-fold diff erential in income between regions in the EU  

– the Greek  Ipeiros Region has 44 % of the average income of Europe’s regions 

while Inner London  224 % of this average.” In his view, this Europe of regions will 

be based on the principles of cohesion , decentralisation  and subsidiarity .
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Tatiana Majcherkiewicz  is less optimistic about the role of regions in pro-

moting democracy . Tracing politico-administrative relations in Polish  regions 

from 1989-2001, she fi nds that spoils system politics  has become increasingly en-

trenched in Polish  politics. Most vividly she describes how the change of 1993 led 

to the politically motivated dismissal of 50 senior employees and during the fi rst 

hundred days, 19 voivodes  (heads of the regional public  administration ). She also 

describes the counter-current of the civil service reform  and the Civil Service Act  

of 1996 (and later the Act of 1998) which attempted to depoliticise large sections 

of the civil service.

Rustem Ablyatifov  argues that politics  should be in regional government  

– not for party patronage , but to express the legitimate rights of minorities . He 

notes that despite Crimean  Tartars  constituting 12% of Crimea ’s population , they 

constitute only 1% of employees in the Crimea’s government bodies. Looking at 

the 2002 Ukrainian  elections, he describes the methods by which the Crimean  

Tatars were able to increase their electoral representation  in local councils – go-

ing from a situation of almost no representation to increasing representation 

(such as 39% of the Belogorsk  rayon council).

Financing Capacities to Govern

Th e fi scal  decentralisation  concomitant with political decentralisation oft en also 

exhibits the same opportunities  and risks . Bartlomiej Gurba  describes both the 

opportunities and threats  posed by decentralisation in Poland .  Looking at central 

government  transfers to the local governments (gminas ), these may add up to 

about 40% of total local revenues  – but these transfers vary between about 10% 

to 90% depending on the locality ! He also fi nds that localities which tax less have 

higher debts.

For Ildar Zoulkarnay , borrowing between the central and regional level 

is less an issue than transfers between them. He fi nds that budgetary incentives 

are not provided to local governments because of the instability of tax rates (and 

tax sharing arrangements in federal and Bashkortostan legislation ) and the un-

der-funding of public  infrastructure  due to inadequate calculation and fi nance  

of expenditure needs. If Gurba  fi nds evidence of signifi cant vertical inequality , 

Zoulkarnay fi nds horizontal inequality. For example, in terms of local tax revenue 

for 2001, the Mishkinski rayon  collected the least – approximately 10.5 US dollars 

per capita – while the Krasnokamski rayon  collected the most, raising approxi-

mately 165 US dollars per capita.

Both vertical and horizontal inequalities oft en stem from what Herrington 

J. Bryce  calls “unanticipated budgetary consequences of devolution .” In the 

Russian  context, he notes how the devolution of responsibilities by the Federal 

government  has not been matched by the devolution of funds (or funding 
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sources). Current centre-region relations promote defi cit fi nance  of local 

government responsibilities – a relation which should be changed. Budgetary 

allocations  should also be changed refl ecting the inter-regional nature of 

spending such as on hospitals where service users come from other regions. 

Inter-regional structures such as water or sewer districts and the establishment 

of “public  authorities ” could also help.

One way of alleviating the local government  fi nancial pressure is to fi nd 

local revenue sources. Phillip Bryson  and Gary Cornia  describes the property 

tax as a local revenue source which represents a “missed opportunity for fi scal  

decentralisation ” in the Czech  and Slovak  republics. While in the Slovak  Republic 

such taxes accounted for roughly 10% of local revenues  in 2000, in the Czech  Re-

public they only accounted for 2%. Instead, Czech  localities were more reliant on 

transfers from the centre – and these made up roughly a quarter of local budgets . 

For Bryson  and Cornia , these two countries depict a trade-off  between stability 

and autonomy. While relying on local fi nance  is less stable, local fi nance ties local 

budgetary decisions to local political leaders.

Managing the Relationship between the State  and Society

Th e quality of local level service is aff ected by more than the degree of political or 

fi scal  decentralisation . Th e nature of interaction between the public  and private 

sectors  aff ects local service delivery. For Kristiina Tõnnisson , the quality of local 

service – in the Estonian  context – depends upon deep seated national informa-

tion policy. Drawing on fi eldwork data, she found that information provided by 

local authorities was oft en lacking (in late 2002, only 137 out of 247 Estonian local 

authorities had their own webpage) . She also fi nds that information fl ows within 

the public  sector itself and from public  service users to the Government are of-

ten inadequate. For her, “good governance ” is diffi  cult to achieve if information 

needed to identify and serve citizens’ needs is lacking.

While information exchange may be a critical element in functional pub-

lic -private relations, for Pavel Ovseiko  such information oft en leads to adverse 

incentives for service delivery. In the Hungarian context, the three seemingly 

positive developments of democratisation , liberalisation  and decentralisation  

have been attendant with increased “business capture” of the medical profession 

– resulting in 30%-40% of doctor-patient encounters not being justifi ed on medi-

cal grounds.

Yet, corruption  and poor governance  are not unique to Hungary . Mungiu-

Pippidi  and Sorin Ionita  describe corruption and governance trends generally 

across the region. If corruption exists, it is due to “amoral family-based policies” 

of the ruling elite who look out for their own interests before those of the nation. 

Worse yet, 59% of Romanian respondents affi  rm to have been “mistreated by a 
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civil servant aft er 1990.” Such mistreatment  helps explain the low level of trust in 

government  (in their regression analysis , it is THE explanation) .

If corruption  undermines the capacities to govern, action can be taken to 

reduce corruption. Mantas Jonauskis  looks at the anti-corruption  programmes 

undertaken by Lithuania . Noting the extensive legislative and institutional frame-

work for preventing corruption, he notes 8 diff erent anti-corruption courses in 

public  administration  courses and 8 government  bodies who provide highly 

specialised anti-corruption training. He also off ers recommendations for a spe-

cifi c “model” anti-corruption programme based around civil servant ethics and 

probity in public -private relations.
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Gearing Central and Eastern European Governments 
Towards Weaving the Future through Ruptures in 
History 1

Yehezkel Dror 

Facing Ruptures within Ruptures

Certain governmental tasks have been required of all states throughout his-

tory , such as assuring collective security , collecting taxes, providing services, and 

building infrastructure . Th ese tasks require governmental qualities that are quite 

universal, such as having strategic foresight, the ability to manage administrative 

“machinery”, and the possession of considerable military skill. However, many 

tasks and required qualities are not universal, but depend on specifi c historic pe-

riods, and the concrete situations characterising these periods and the dominant 

values  of the time. Th e methods of assuring security during a conventional war  

are, for example, diff erent to those used when faced with biological or nuclear 

terror  (or no concrete threat at all) . Governmental functions also depend on the 

country’s income level  – poor countries, for example, require governments that 

engage in certain functions, such as distributing food during draughts and fam-

ines, while rich countries are able to focus more on other, less basic, functions.

Governmental values  also aff ect the tasks and qualities of government  

required for social services . Countries with Western democratic values  require 

very diff erent tasks and governmental qualities than Islamic  countries. Even 

within Western democratic and free-market  economies , signifi cant diff erences 

exist between countries which have social democratic values as opposed to those 

having libertarian values  – and between governments which take the responsibil-

ity for “weaving the future” as opposed to those which view such activities with 

suspicion. Given such diff erent values (and despite the collection of fashionable 

ideas under the term “good governance ” which presumably fi ts all countries), no 

1   For detailed discussion of some of the main issues taken up in this paper, see Yehezkel Dror , 
The Capacity to Govern: A Report to the Club of Rome  (London  and Portland, OR: Frank Cass), 
2002.
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single optimal model can serve as a base for proposals and priorities that seek to 

improve the capacities to govern in general, and capacities to “weave the future ” 

in particular.

Our epoch is characterised by rapid and radical nonlinear changes – “rup-

tures  in history ” – such as those attendant with Globalisation  and the increasing 

capacity of a fewer number of “fanatics ” to kill an increasingly greater number 

of people. Th e creation of the European Union  also represents a major rupture 

in history, as does Central and Eastern Europe ’s transition  from political Com-

munism  and economic central planning to democratic, market -based economies. 

Th ese radical transformations require governmental qualities and the imposition 

of machinery of government  tasks that are quite diff erent from those character-

izing periods of relative stability.

To address these ruptures , governments in Central and Eastern European 

countries will need to develop capacities to “weave the future ” – namely to steer 

their societies through ruptures in history . In particular, fi ve major raptures may 

be noted, including the rupture from Communism  to Democracy, from com-

mand economies to market  economies, from Communist Bloc membership to 

(more or less active) membership as independent countries in the global com-

munity, from membership in Comecon to membership in the European Union  

and NATO , and evolution from a Eastern European culture towards a Western 

and global culture.

Th ese “local” ruptures  are taking place within global ruptures in history , 

which are largely driven by scientifi c and technological change, combined with 

the mutation of values . Globalisation  represents the fi rst global rupture that is 

particularly relevant for Central and Eastern European countries, and which in-

cludes changes in the economy , cyber-sphere , and many aspects of culture. Th e 

transformation  of employment  patterns characterised by harsher global competi-

tion and growing structural unemployment  represents the second global rupture, 

while demographic shift s  represent the third rupture. Such shift s correspond to 

the rapidly aging populations in most Western countries (leading, amongst other 

things, to the breakdown of pension schemes), as well as the rapidly expanding 

young populations in many of the Asian and Middle Eastern countries  – result-

ing in mass migration from lesser developed to highly developed countries . Th e 

fourth global rupture comprises changing security  threats  due to the increased 

killing eff ectiveness of fanatics  (who are increasing in number and who are now 

more easily able to obtain highly lethal weapons ) and emerging confrontations 

between parts of the Islamic  and Western worlds. Geo-strategic shift s  comprise 

a fi ft h rupture, which has led to increased competition by nation-states for glo-

bal hegemony . Value instability represents the fi nal rupture, and is characterised 

by contradictory pressures toward cosmopolitanism  and tribalism . Th e results 

of these ruptures have been changes in the nature of governments and politics , 
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resulting in eight implications for Central and Eastern European countries: these 

are shown in Figure 1.

EU  accession  – and the future adoption of the euro – constitutes one of the 

most important ruptures  in history  for Central and Eastern European countries 

– radically changing the very nature of the state and of politics . Despite all the 

diff erences between Central and Eastern European countries, they are all histori-

cally situated in such “ruptures within ruptures”. Th e development of capacities 

to govern is necessary in order to steer societies through such ruptures, towards a 

thriving future (however diffi  cult this is to specify) . Governments need to breach 

the rupture; they need to “weave the future .”

Government activity would not be necessary if non-governmental institu-

tions and their activity could “weave the future ” (and if they were democratically 

entitled to do so). Crucial domains are, however, unavoidably the responsibility of 

governments, especially in Central and Eastern European states, where markets 

and civil societies are not fully developed, and governments must develop the 

social architecture needed for socio-economic transformation  and integration  

into the European Union .

Figure 1

Global Ruptures and Changes in Government and Politics

1. Growing importance of mass media , making "political marketing" critically 

important, with "spin" increasingly dominating decision-making.

2. Growing costs of success in politics  and consequently increasing corruption .

3. Decreasing public  trust in governments, together with decreasing willingness 

to accept political decisions and increasing involvement of grass root 

activists, NGOs , other civil society  entities, and “street action” movements 

promoting "ungovernability".

4. Societal traumatisations, especially pronounced in transition  countries lying 

in-between regime types, leading to apathy and protest.

5. Increasing dominance of "market  ideology" militating for less governmental 

activity and increased value attached to "money making" (in contrast to a 

public  morality of duty and responsibility).

6. Rising importance of "green" values  which impose costly goals on government , and 

which can pose oft en insurmountable hurdles to many development projects.

7. Tendency towards the fragmentation of power which makes unstable 

coalitions frequently unavoidable.

8. Increasing importance of senior politicians and increasing power of skillful 

presidents and prime ministers, both within government , and also in terms 

of infl uencing public  opinion.
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Governments in the region, however, face serious diffi  culties in “weaving 

the future”, in terms of increasing dependence on external dynamics, combined 

with larger scales of governance requiring higher levels of government  interven-

tion , which, for some crucial issues, can only be handled at the global level. Such 

external dependence applies to all the countries in the region, but especially to 

the relatively small and resource-poor Central and Eastern European countries. 

Th e transfer of powers and functions to EU  bodies will result in diminishing gov-

ernmental authority  and autonomy of governments in the case of accession  coun-

tries. Uncertainty, unforeseen eff ects, the lack of reliable policy theories, and the 

scarcity of promising policy options are also inherent diffi  culties for “weaving the 

future” and for mending ruptures  in history . Fashions and fads in "good govern-

ance " focus attention on popular measures such as "new public  management" and 

"e-governance" – diverting such attention from real needs, and preventing the 

allocation of international assistance to necessary core capacities for governance 

and for “weaving the future”. Political pressures  also pose diffi  culties, such as short-

termism  (especially at the cost of future generations which cannot vote today), 

strong resistance to the creative destruction needed for adjusting to ongoing his-

torical ruptures, and the fragmentation of political power (in combination with 

a strong, but narrow, range of actors pushing for non-decisions or compromises, 

which oft en combine the worst features of various options).

Yet, part of the blame for governmental weaknesses in “weaving the future” 

lies with government  itself. All contemporary governments – and especially 

many Central and Eastern European ones – are under-equipped for steering 

their societies through ruptures  within ruptures, and are not taking advan-

tage of the opportunities  that are available to upgrade their ability to weave 

the future .

Elements involved in “Weaving the Future”

”Weaving the future” requires six elements that are especially pertinent for Cen-

tral and Eastern European countries. 2 Eff orts intended to infl uence the future 

are, in essence, interventions with historic processes that are undertaken to reduce 

the probability of bad futures, to increase the probability of good futures, and to 

prepare (as far as possible) for the inconceivable. Th e method by which such an 

intervention  can be assessed is listed in Figure 2.

2   The elements presented are only a sample intended for clarifying the demanding work involved 
with “weaving the future” and the consequent need for building required government  capacity.
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Figure 2

Steps in assessing interventions in historic processes

1. Clearly defi ne “good” or “bad” futures (which may change with time).

2. Consider possible “evolutions” of historic processes, and evaluate each 

possible evolution, paying special attention to serious dangers, signifi cant 

opportunities  and indeterminate shift s.

3. Clearly defi ne assumptions concerning the “drivers of the future” (namely 

the main variables shaping the direction of historic processes). Identify a 

subset of such drivers which could be infl uenced by policy, and which could 

therefore serve as policy instruments.

4. Develop the political will and resources needed to apply the policy 

instruments (and thus to intervene with future-making historic processes).

Such an assessment is demanding, requiring a profi cient analysis of histori-

cal trends, and the ability to foresee future possibilities, given extremely limited 

knowledge and reliance on theories which are removed from common experi-

ence and pragmatic habits.

Such interventions oft en require tragic choices. Th e value choices inherent 

in attempts to weave the future  are politically diffi  cult, in that they involve tragic 

choices in choosing between values  and goals which are all very important – such 

as the choice between helping the needy now versus promoting the welfare of 

future generations. Such choices involve the allocation of scarce resources in 

order to minimise short-term bad outcomes while simultaneously maximising 

good outcomes for a range of goals over longer time horizons. Th e capacity to 

make moral and value judgments, as well as a strong political will, eff ective social 

marketing and fi nancial scenario  analysis are all required in order to be able to 

cope responsibly with the gamut of promising but risky, as well as less promising 

(but less risky) options.

Minimising the tragedy of these choices oft en requires creativity in fi nding 

and inventing policy options as well as innovative implementation capacities. 

Ruptures in historic continuity reduce the relevance of previous experience and 

oft en make previously eff ective policies obsolete. Creativity in fi nding, develop-

ing, and implementing policy options is necessary for “weaving the future”, as 

most of the issues faced by Central and Eastern European countries are unprec-

edented – resulting in a dearth of reliable options and relevant theories, com-

bined with bureaucratic inertia, political and social frictions , and “tyrannies  of 

the status quo ”.

To cope with historical “ruptures  within ruptures” governments may need to 

initiate ruptures. EU  accession  is an example of such a rupture-initiation – aiming 

at setting a county’s future onto a radically diff erent and hopefully better histori-
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cal path. Such an unusual (though not unique) strategy  fi ts situations in which all 

alternative futures within a prevailing historical path are unappealing, or where 

opportunities  exist to leap onto a more promising path. Rupture initiation is a very 

demanding strategy, especially if it is practically irreversible – as in the case of EU  

accession. Applying to join the EU  is a clear-cut choice and was relatively easy to 

make (despite the diffi  culties of negotiations and getting domestic approval). Join-

ing is, however, only the fi rst leap onto a radically diff erent historical path, charac-

terised by a long-lasting stream of diffi  culties and opportunities. EU  accession is a 

major “future-weaving” act, requiring outstanding governmental capacities.

Initiating ruptures  always involves fuzzy gambling. All choice in the face 

of uncertainty (including doing nothing) involves a gamble . When uncertainties 

cannot reliably be assigned statistical probabilities, or when alternative futures 

include imponderables, the choice becomes a “fuzzy gamble ” – especially in a pe-

riod of ruptures. Th e major choices facing Central and Eastern European coun-

tries – including important aspects of joining the European Union  and acting 

within it – are fuzzy gambles. Improving the outcomes of fuzzy gambles requires 

better tools for dealing with uncertainty, as well as moral and political capacities 

to choose between diff erent bundles of partly unknown (and also unknowable) 

outcomes. Th e psychological ability to accept and to cope with ambiguity, to learn 

quickly, and to cope well with crises also requires the radical upgrading of gov-

ernmental capacities.

Managing such fuzzy gambling requires thinking and acting in terms of al-

ternative futures. Th e overriding mental framework that is essential for “weaving 

the future” requires the ability to imagine alternative futures. Such envisioning 

requires the preparation and periodic updating of realistic scenarios stretching 

20 to 25 years into the future.

Upgrading Central and Eastern European Capacities to Weave 
the Future

”Weaving the future” requires signifi cant changes in governmental capacities. Th e 

emphasis on the future does not downgrade the importance of present routine 

governmental tasks, such as taking care of the current population ’s needs and 

providing a variety of public  services. Upgrading core capacities to work for a 

better future requires improved effi  ciency  and eff ectiveness in short-term gov-

ernmental tasks – as public  service is both a democratic value and a political ne-

cessity for obtaining the support needed for long-range policies. Prioritising the 

future does, however, necessitate allocating less attention and resources to present 

needs. Given that future generations do not vote now (thus taking care of them is 

oft en diffi  cult politically), changes are needed in governance structures, in politi-

cal behavior and in the methods used to inform public  opinion.
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While some proposals deal with the machinery of government  and public  

administration , political changes are especially important if changes in public  

administration are to have a signifi cant impact on governmental capacities. Cor-

rupt politicians inevitably promote corruption  in the ranks of the civil service 

(regardless of the measures taken to reduce corruption in public  administration). 

Short-termism  politicians can frustrate the upgrading of professional policy 

planning, however good the work of strategic staff  may be. Whilst becoming a 

member of the European Union  could provide many benefi ts, EU  membership 

could also lead to a bleak future, unless positive long-term policies are adopted 

by the current governments of Central and Eastern European countries. Th e 

following nine recommendations may promote the long-term policies that are 

necessary to “weave the future ”.

1. Facilitate better public  understanding about main policy issues. Better pub-

lic  understanding of the main policy issues (without resorting to propaganda) is 

necessary for broader support for future-weaving measures. Revising and expand-

ing civic aff airs subjects in high schools, the introduction of university courses and 

seminars on national, regional and global issues, upgrading the training of mass 

media  commentators so that they fully understand the main policy issues, and 

supporting multiple independent “public  interest” television stations, websites  and 

publications are all activities which could facilitate such public  understanding.

2. Upgrade government  morality. Increased governmental morality is a moral 

imperative, and is also essential for maintaining public  trust in government. Strict 

enforcement of anti-corruption  laws, regulation  of electoral expenses and the 

enforcement of codes of conduct for politicians are all mechanisms that would be 

useful for upgrading morality within government.

3. Assure the democratic concentration  of power (with safeguards). In opposi-

tion to much of the present discourse on “good governance ”, the concentration of 

democratic power is essential for weaving the future. Such concentration permits 

choices which are painful in the short term (but benefi cial in the long term), 

enables a focus to be placed on substantive issues without too much distraction 

from immediate political and PR needs, and also facilitates the development of a 

comprehensive and holistic policy perspective (as opposed to narrow ministerial 

tunnel-visions). Power  can be democratically concentrated through constitutional 

amendments establishing prime ministerial or presidential forms of government . 3 

Safeguarding such power can be achieved by strengthening policy deliberation 

3   Prime ministerial and presidential regimes are risky, because much depends on the personality 
of the head of government . To reduce the dangers, safeguards must be strengthened without 
undermining the advantages of democratic power concentration  – such as providing the chief 
executive with the power to force parliamentary elections once per term or to grant a special 
parliamentary majority the authority  to force a new election  for the chief executive and parlia-
ment .
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within parliament  through requirements aimed at obliging government to submit 

serious policy papers, and setting up special constitutional courts with oversight 

authority .

4. Build a central “strategic brain”. Action without purpose and without strate-

gic planning is foolhardy. Th e development of a central strategic brain in govern-

ment  is crucial to guiding policy action. Th e development of such capabilities 

could involve the establishment of a body of professional strategic staff  near (or 

directly underneath) the head of government and in the main ministries – with 

their co-ordination facilitated by the establishment of an internal network. Parlia-

ments should also be equipped with adequate policy evaluation  units that are able 

to assess the long-term implications of the suggested policies.

Long-term strategic thinking  should also take place in think-tanks removed from 

the “hot corridors” of government  power. Th ese think-tanks should be composed 

of professionals with a wide range of experience and academic backgrounds. 

Given that such policy planning professionals are scarce in Central and Eastern 

Europe , top quality post-graduate programmes in public  policy must be estab-

lished and upgraded throughout the region, while shorter courses could also 

increase the number of qualifi ed policy advisors .

5. Upgrade the understanding of situations and dynamics. Eff orts to infl uence 

the future require a solid empirical and analytical grasp of the present situation 

and highly qualifi ed mapping and understanding to determine the dynamics of 

the changes that are seen or predicted. National estimation  capacities must be 

upgraded, with special attention paid to the relevant historical dynamics of the 

country. Independent estimation units are an important component of the stra-

tegic brain of governments, as their work must be protected from political and 

bureaucratic pressures.

6. Institutionalize appropriate choice processes. Th e thorough understanding 

of dynamics through professional analysis is in vain unless decision processes are 

structured in a way that ensures that all options are adequately presented, con-

sidered, and acted upon. Among other things, this procedure involves regulating 

agenda setting, option costing, the clear allocation of authority  and responsibil-

ity for implementing decisions, and mechanisms of follow-up and evaluation . 

Such systems would minimise the likelihood of widespread errors resulting 

from options not being considered, from over-fi xation  on optimistic estimates 

of outcomes, and through inadequate consideration of the likely side-eff ects and 

unanticipated consequences.

7. Improve governmental learning. Decisions require follow-up, adjustment 

to unanticipated developments and continuous improvement based on learn-

ing from the results – especially when attempting to “weave the future ” while 

facing historical ruptures  which cause many decision outcomes to diff er from 

expected outcomes. Simply delegating follow-up analyses to the implementing 
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bodies alone is less eff ective than also entrusting independent and autonomous 

units with evaluation  and recommendations for “course-corrections”. While the 

establishment of separate evaluation units is at variance with usual governmental 

practice and even existing incentives, these entities can play a key role in helping 

to “weave the future .”

8. Assure high-quality crisis coping. Crises are inevitable, especially in the cur-

rent epoch of nonlinear change and ruptures . Crises pose serious dangers and 

also provide important opportunities ; thus, high quality central crisis manage-

ment  units (staff ed with crisis management professionals with access to the top 

levels of government ) help assure eff ective crisis management and also ensure the 

maximization of crisis utilization.

9. Provide politicians with learning opportunities  and incentives. Outstand-

ing strategic policy advice, necessary for eff ective weaving of the future in an 

epoch of rapid change, is essential but alone, is insuffi  cient. Politicians  must also 

improve their “strategic mind ”, in terms of understanding historical dynamics, 

and must also learn to become capable of thinking about, and deciding for, al-

ternative futures. Politicians  must therefore be provided with incentives to learn, 

and with learning opportunities. National, or regional, policy colleges should be 

established where politicians (together with a mix of policy advisors , academics , 

civil society  leaders, and business executives) deliberate on the main national 

long-term policy issues in-depth and off  the record. Providing television cover-

age of politicians aft er participating in such activities could provide a possible 

incentive, in the form of PR.

Th ese proposals leave many additional possible recommendations for 

separate consideration. Central and Eastern European countries should become 

active in global and European Union aff airs (to compensate for reduced national 

autonomy and to contribute to better “shared futures”). Th e governments of these 

countries should also be endowed with new institutional structures, for example 

a new type of senior civil service promoting knowledge-intensity and innovation  

in government . Implementation capacity must also be upgraded, otherwise the 

best future-weaving decisions are only “foam on the streams of history ”. Impor-

tant innovative projects could, for instance, be implemented outside the regular 

bureaucracy and with the aid of modern project management methods. 4

4   The further elaboration and implementation of these proposals will require the collaborative 
work of regional specialist decision makers and professionals.
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Conclusion

Incremental improvements are clearly inadequate for achieving the required 

level of capacities in Central and Eastern European governments, but “big bang ” 

type governmental and public  administration  reforms are not feasible, carry high 

transition  costs and may well be counterproductive. A “modular selective-radical 

redesign strategy ” should instead be implemented, with radical redesign of select-

ed critical features of governments in modular sets and with design priority being 

given to reforms which may serve as locomotives for further reforms. While the 

appropriate choice and sequencing of redesign depends on the particulars of each 

country, a minimum initial sub-set of reforms should include intense professional 

policy training, setting up high quality strategic staff  groups near top decision-

makers , and achieving a critical mass of democratic power concentration . Imple-

mentation of these reforms will require good ideas and qualifi ed professionals, as 

well as political will and the determination to upgrade governmental capacities to 

weave the future , along with the willingness to pay, if necessary, a political price 

for acting for a good future for all.
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The Capacities to Govern in Central and Eastern 
Europe 

Martin Potůček  1

Introduction

Th e damage caused by bad public  policies and administration is oft en much more 

serious than the damage resulting from natural disasters . Bad public  policy arises 

not only because of historically contingent ways of treating public  aff airs, but also 

due to the lack of policymaker readiness to cope with the entirely new challenges 

presented by “globalisation ”. As Dror (2001) notes, “the on-going Globalisation  

raises an urgent question of whether we are able to govern so as to avoid the 

bad and promote the good. If the [sic] governments fail to master the problem, 

it will mean not only an escape from democratic responsibility but also a failing 

leading most likely to the [sic] very undesirable and perhaps even catastrophic 

consequences in the future” (10). In the Central and Eastern European region, the 

problems generated by Globalisation  are further aggravated by specifi c factors 

that arise from the stresses, demands and handicaps of economic and political 

transformation .

Th is paper focuses on analyzing the key points in the articulation of the 

interests of diff erentiated social actors and their moderation  and transformation  

into accepted public  interests via constitutional, administrative, and political 

frameworks. Despite the considerable diff erences existing in the post-commu-

nist countries , some more general characteristics may be delineated, stemming 

primarily from the legacy of communism, in combination with the specifi c fea-

tures marking the period of transformation in the 1990s. Th ese include a striking 

1   The author expresses gratitude to to Mr. and Mrs. Andruch from NISPAcee Secretariat in Bratis-
lava who helped process the expert survey data and to Mgr. Martin Nekola from CESES Prague 
for further data processing and for creating the graphs and tables in this paper.



28

Section I      Building Capacities for the Present and the Future

imbalance  between the limited capacities to govern and the demanding internal 

conditions and external factors under which governance runs.

Given such a transformation , policymakers  need to understand, through 

rigorous analysis, changes in society  and within its “steering structures”. Th e rela-

tionship between political, economic and media  power – as well as the qualities 

of the constitutional and political system – need to be studied, as does the envi-

ronment in which public -interest led policy is implemented. Th e political system 

includes the study of its institutions, especially its legislative bodies and political 

parties, as well as the public  administration , including the relationship between 

politicians and administrators, coordinative mechanisms, crisis management , au-

dits and the education of civil servants. Th e problem of public  involvement and 

the responsibility of citizens is also taken into consideration.

Th ere is an increasing interest in studying the capacities to govern in an in-

ternational comparative perspective. Let us mention at least some of the ongoing 

projects: Corruption Perceptions  Index  (comparing the perception of corruption , 

used by Transparency International), Global Barometer  (evaluating qualities of 

political institutions), World Business Environment Survey  (the investment en-

vironment), Civil Society Index  (the evaluation  of the state of civic society , de-

veloped by CIVICUS ), the second generation of Governance Indicators  (quality 

of governance, the World Bank ), Governance Quality Index (social, economic, 

political and civic conditions of societies under scrutiny), or World Competi-

tiveness Yearbook  (measuring economic competitiveness). Th ese projects have 

diff erent designs and aims, but a similar philosophy and methodology: to use 

available data to compare diff erent countries, in order to help them to learn more 

about their strengths and weaknesses, and to help the decision-makers  to react to 

these fi ndings through adjusted public  policies.

Th is paper attempts to contribute to this eff ort by presenting a general de-

scription of the state of governance in post-communist Central and Eastern Eu-

ropean countries. Th e fi ndings presented in this paper are drawn from a study of 

the Czech  Republic, as well as the results of an expert survey carried out in April 

2003 at the 11th Annual Conference of the Network of Institutes and Schools of 

Public Administration in Central and Eastern Europe  (NISPAcee) in Bucharest . 

Th e survey brought together a total of 78 experts from 23 countries.

The Ten Criteria of Good Governance

Th e defi nition of “good governance ” starts with the identifi cation of the diverse 

social interests and their expression in well-articulated public  interests. Good 

governance encompasses methods of seeking, setting, implementing and evaluat-

ing public  policies, which cover the various present and future public  interests in 

a society . An important part of such governance is performed by national public  
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administration , and is executed in “competitive collaboration ” with business and 

civic sectors.

Th e development of a more responsible and competent method of govern-

ance calls for measures to enhance government  effi  ciency , openness  and transpar-

ency , while promoting the involvement of citizens and civil society  institutions in 

public  aff airs. Such a method of governance would reduce barriers to communi-

cation between politicians, civil servants and citizens, through a broad-based and 

on-going debate about key political priorities and measures of implementation, 

a debate that should be conducted by civil society  organisations. Such govern-

ance would open a public  space, allowing the direct participation  of experts and 

citizens in the formulation of public  interests, in draft ing policy proposals, and 

implementing and monitoring public  policies. It also reduces the space for the 

distortion caused by illegimite intervention  of private interests.

Th ere are several critical factors that aff ect the effi  cient management of pub-

lic  interest articulation. From the experience of the Czech  Republic, ten criteria 

for “good governance ” can be defi ned more broadly for Central and Eastern Euro-

pean countries (Potůček, 1999 (a); Potůček, 1999 (b); Potůček, 1999 (c); Potůček, 

2001; Potůček, 2002; Purkrábek et al., 2000).

Th e fi rst factor contributing to good governance  is an analytical basis for 

decision making. Such an analytical basis consists of the “cognitive environ-

ment ” which allows decision-makers  to fi nd comprehensive evidence about pub-

lic  policy problems, their determinants, alternative ways of solving them, threats  

and opportunities  attendent with these solutions, as well as ways of avoiding 

potential threats and making full use of emerging opportunities. Th e establish-

ment of advisory units, which would co-operate with political leaders, senior ad-

ministrative offi  cials and specialists in the area of formulating and implementing 

various public  policies represents an important means of building such a decision 

making analytical capacity.

Communication  in the public  space represents a second important factor 

contributing to good governance . Th e Rotterdam Program for Governance and 

European Integration (Rotterdam 1997) deals with the tasks of developing ad-

ministration within the context of European integration , particularly in Central 

and Eastern Europe . 2 Public administration eff ectiveness is inseparably linked 

with a vibrant civil society  (without which fair and effi  cient policy is less likely). 

Administration carried out solely by Government is not able to, nor is capable 

of, responding adequately to the real needs of the people in many areas of public  

policy. Governments must search for partnership , co-operation , and joint deci-

2   For more information, see Rotterdam Program for Governance and European Integration pub-
lished in 1997.
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sion making with the civic sector. Policy-making councils are an example of such 

a partnership, as these councils consist of government  representatives, citizens, 

and the diff erent interest group organisations that serve to help identify the 

broadly accepted public  policy methods of implementing these policies. 3

Th e need for strategic thinking  and governance, or the coordinated and 

renewable search for, and establishment of, priorities for a particular state and 

society , through an on-going dialogue, gained prominence during the 1990s. 

Th e responsible selection of priorities allowed countries such as Finland, Ireland 

and Taiwan to “work their way up” to lead an imaginary race with the group of 

prosperous and rapidly developing countries while simultaneously solving con-

siderable domestic problems. Conversely, countries which did not search for such 

priorities fell behind.

Th e democratic mediation of interests  represents a fourth factor of good 

governance . Political scientists are currently analysing the reasons for the declin-

ing interest that citizens have in public  aff airs, and particularly for their declining 

willingness to be engaged in the administration of public  aff airs. Such a decline 

is attributable to the crisis of the traditional system of interest representation  

caused by the constant decline in confi dence in government  and its institutions. 

If the proportionality rule applies – in the sense that the more irresponsible the 

citizens are, the more unaccountable are governments – then the outlook for the 

future is bleak.

Public interests crystallize from clusters of heterogeneous individual, and 

group, short-term as well as long-term interests. Th e more successfully Govern-

ment listens to the views of citizens (including minorities , the poor and marginal-

ized) as well as to the views of business representatives, and the more the Govern-

ment tries to fi nd the broadest possible common denominator underlying their 

interests, the better the results. Social change occurs so rapidly, however, that any 

particular system representing the interests of these groups in society  lags behind 

the requirements of time. Th e use of several channels in the evaluation  of both 

existing and proposed policies should increase the overall effi  ciency  of govern-

ance. Representative democracy  needs to be complemented with participative 

democracy (connected with strengthening the civic sector’s political access) and 

with direct democracy (through the introduction of referenda, electronic forms 

of articulation and refl ection of social interests, and legal forms of lobbying.). 

A possible governmental response is to encourage large-scale participation  in 

public  policy, where citizens engage themselves in political parties, representa-

tive governmental bodies and in civic associations, as well as in public  hearings, 

3   Civic sector institutions should be drawn into administrative activities (governance) without 
losing their initiative and independence in the process. Government involvement should aim at 
sharing information, having regular consultation, and in the end, building consensus among the 
parties involved.
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discussions, referendums, and petitions. Civic and political education, if taught 

engagingly, may also contribute to good governance  (especially in the long-run).

Th e transparency  of political parties is a fi ft h factor in good governance , 

as the role of political parties in the mediation of interests will always be crucial. 

Political parties do – and should – undergo a process of internal transforma-

tion  and renewal. Th eir fundamental problem (except of those that managed to 

“survive” from the pre-1989 era) consists of small memberships – providing too 

small a base for selecting competent political leaders. Th ere are also shortcom-

ings in the political training of both party members and non-members, in the 

generation of programs, internal management of party organisations (including 

personnel policies) and in intra-party democracy  in the Czech  Republic (Potůček 

et al., 1999). Attempts at increasing the transparency of party fi nance  have failed 

so far – putting their popular legitimacy  into jeopardy and fomenting popular 

scepticism about their readiness to play the role ascribed to them in the Consti-

tution . Popular interest in joining and working for political parties stagnated in 

the 1990s in the Czech  Republic. According to survey data, from the mid 1990s 

to 2003, only 3% of the adult population  declared themselves members of a party, 

and only an additional 3% have declared a potential interest in joining a party 

(Potůček 2000, Frič et al., 2002).

Th e accountability  of the government  is the sixth factor in good govern-

ance . In the Club of Rome  report devoted entirely to the capacities to govern, 

Dror (2001) points out the vital importance of continually strengthening the 

capacities of public  administration  on the regional, national and especially global 

level. Such capacity strengthening comprises the continual improvement and 

enrichment of public  administration functions – allowing government to adapt 

and respond quickly to changing conditions. Th e strengthening of capacity also 

entails making government more accountable to citizens’ needs. Public admin-

istrations should be more professional and eff ective. Capacity building will be 

complicated and diffi  cult, requiring fi rm and resolute political support.

Paradoxically, the removal of Communist party power has removed the 

supervisory superstructure that generated the fear that was important for State -

inspired restraint and control. Control over State activities has been asserted in 

many Central and Eastern European countries with a considerable delay; many 

offi  cials in the meantime have taken advantage of chances to abuse their public  

positions in order to gain personal benefi ts. Th e U.S. General Accounting Offi  ce  

has at its disposal hundreds of highly qualifi ed specialists in domains such as law, 

public  fi nance , public  policy and public  administration . Such supervisory audit-

ing capacity determines not only the way fi nancial funds are handled, but also, 

and especially, the extent to which, and the effi  ciency  of which, a given offi  ce is 

able to carry out its mandate. Systems of internal and external control in Central 
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and Eastern Europe  do not generate comparable pressure to guarantee the ob-

servance of regulations and ethical codes.

Th e interweaving  of politics , the market , and the media  is a phenomenon 

that contemporary democracies attempt to manage. What is necessary here is to 

prevent the misuse of the media by biased economic or political interests, as well 

as the misuse of politics by strong economic interests. Th e societal transformation  

of the 1990s off ered various actors considerable space to benefi t from unjusti-

fi ed enrichment through the non-transparent exercise of infl uence on political 

decision making. Th e large transfers of property in the region from the public  

to the private sector were conditioned on personal relations between economic 

and political elites , an inadequate legal framework underpinning privatization  

and the functioning of banks and other fi nancial institutions – resulting in the 

massive misappropriation of public  property. As Lindblom (1977) concluded in a 

clear-sighted way decades ago, the entire economy  and society  would fall under 

the yoke of clientelism  sooner or later if no robust and controllable means were 

in place for preventing such an interconnection. Th e majority of citizens are the 

losers from this process, as they do not have access to the uncontrolled and unde-

served sources of wealth and power. Such widespread losses radically undermine 

the legitimacy  of the whole political arrangement. Future imperatives will include 

continued improvement in the regulation  of privatisation , fi nancial markets, 

public  and privately-owned media, public  procurement contracts, political party 

fi nance , and public  sector supervision.

Th e social transformation  has also seen the rise of media  power. At the 

time when traditional democratic institutions were forming, newspapers were 

brought to their readers by coach. While the political system has hardly changed 

since that time (the functioning of the state is still based on the division of power 

among the executive, legislative and judicial branches of government ), the me-

dia has changed signifi cantly. Th e media is becoming increasingly electronic, 

encircling the globe with an ever more compact network. Th e focus of power 

– namely the ability to infl uence people’s thoughts and actions – has shift ed dra-

matically away from rule-bound political and administrative institutions. Power  

has instead shift ed toward media editorial offi  ces, especially those of television. 

Institutions responsible for regulating the media emerged in the early 1990s, 

with the legislators having only little media regulatory experience at that time. 

In the case of publicly owned and operated media, the danger that such media 

may succumb to the political party currently in power remained present – as 

demonstrated during the crisis generated by the appointment of a new director 

of the public  TV station in the Czech  Republic at the end of 2000. As for the 

privately-owned media, they have immense freedom in the style and substance 

of their broadcasts, and there is a large scope for making mutually advantageous 

informal deals between politicians and media actors. Sound regulation  of both 
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public  and private media is required. Media councils  lag behind hopelessly in 

their ability to guarantee equal access to the information channels and to en-

courage balanced media reporting.

Th e eighth factor of good governance  is an appropriate approach to social 

exclusion. Th e European Union  promises to be a means for new Central and 

Eastern European member states to become more infl uential actors in the global 

regulatory regime. Nevertheless, the European Union is split as to whether to 

promote economic effi  ciency  or (social) quality of life for all. Th e Copenhagen 

criteria  for accession  (1993) were designed more as a technical (economic and 

political) instrument rather than as a tool to steer living conditions in the candi-

date countries. In the criteria, legal, economic and political issues prevailed, while 

social ones were marginalized – being reduced to the preservation of individual 

human rights  and the building of a loosely defi ned institutional framework. In 

the meantime, multinational corporations benefi ted from new markets created 

in the accession countries caused by changes in social welfare policy. 4 National 

pension system reform  opened the doors for private insurance funds by intro-

ducing the compulsory private insurance. Such reforms off ered lucrative markets, 

as post-communist governments lacked strategic thinking , the necessary skills 

and also, to a considerable extent, the legitimacy  to develop their own insurance 

markets (Deacon et al., 1997). Th eir regulatory capacities were much weaker than 

those of the current EU  member states –where the impact of Globalisation  on 

Welfare State  (s) was much less infl uential (Ferrera-Hemerijck-Rhodes, 2001). 

Due to this neglect of the social dimension of transformation , the implementa-

tion of the ambitious goals of the EU  Lisbon Strategy, including the preservation 

of social cohesion  and life-long education, will face serious diffi  culties in the new 

Central and Eastern European member states.

Good governance cannot be implemented without education in public  policy 

and administration. Th e Czech  Republic was infamous among Central and Eastern 

European countries for the absence of a self-contained system of civil servant train-

ing, either through specialized university-level education or in the form of in-serv-

ice training. Th is situation changed in 1998 with the formation of the Department 

for Public Administration Reform within the Public Administration Section of the 

Ministry of the Interior . In 2000, the Government adopted a document establishing 

the Institute for State  Administration, which provides analytical, educational and 

coordinative functions at the central level of the State administration. A holistic and 

4   After 1989, transformation  of Central and Eastern Europe  brought about social problems that in-
fl uenced the life and perceptions  of the population  in the candidate countries such as the spread 
of unemployment  and poverty, new health problems, ethnic tensions and confl icts. The incidence 
and seriousness of these and other problems differ signifi cantly around the Central and Eastern 
Europe region. In some countries, dual systems (corrupt black market  services) have developed 
in the health care and education, associated with the overall deterioration of social security  and 
educational systems.
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integrated system of civil servant education and training in the central State admin-

istrative bodies is, however, unlikely to develop before the end of the decade.

Th e tenth and fi nal factor for good governance  involves the consideration of 

the global context of policy making. Th e imbalance  between established modes 

of governance and the external conditions aff ecting such governance is growing. 

Governance systems in industrial societies with clearly defi ned social structure rely 

above all on national State  institutions. Economic Globalisation , global perils to the 

environment, and the onslaught of new information and communication technolo-

gies comprise these changing external conditions, as do new security  risks . Present 

modes of governance are lacking the adaptability to these external changes, putting 

in jeopardy the quality and sustainability of life and, in some instances, even funda-

mental human rights . Early and consistent reform  in public  management and ad-

ministration is needed, but the necessary intellectual, organizational, motivational 

and material resources have been lacking and, where present, insuffi  cient.
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Figure 1

List of Good Governance Indicators 

1. Analytical basis for decision making

 Availability of professional advisory capacity 5

 Th e government  nurtures advisory institutions, takes their 

recommendations seriously and strives to implement recommendations

2. Communication  in public  space

 Government partners with the civic and commercial sectors

 Functioning of tripartite institutions

 Operation of policy-making councils

 Organisation of public  hearings and discussions

 Existence of public  communication competencies

3. Strategic thinking and governance

 Existence of capacity to prepare and approve strategic decisions at all 

levels of public  administration 

 Development and discussion of national visions, strategies  and doctrines

 Co-ordinated preparation of departmental and cross-departmental 

middle-term visions, policies and plans

 Existence of an eff ective system of implementation and updating of 

approved strategies 

4. Democratic mediation of interests

 Smooth operation of representative democracy  without major 

disruptions

 Existence of complementary mechanisms of participatory democracy  

(involvement of non-profi t organizations in legislature and the legal 

regulation  of lobbying)

 Existence of complementary mechanisms of direct democracy  

(referenda, petitions, electronic forms of interest articulation and 

expression)

5   Such advisory capacity can exist within or outside of the Government and can include consult-
ants within the government , independent think-tanks, and academic research institutes.
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5. Transparency of political parties

 Functioning of intra-party democracy  and the prevention of the 

formation of oligarchy

 Transparency of political party fi nance  and submission to regular 

external checks

 Development of a system of political education of party members

 Political parties attract new members

 Popular perception of political parties as the legitimate vehicles of 

interest mediation

6. Accountability of the government 

 Eff ective system of intra-mural control in public  administration  units

 General Accounting Offi  ce  and/or corresponding independent 

institutions executing extra-mural performance and budgetary audits

 Right to appeal to administrative courts

 Functioning of Ombudsman (ombudsmen) institutions

 Charters of citizens´ rights, patients´ rights, consumers´ rights

7. Interweaving of politics , the market , and media 

 Prevention of political elite economic favoritism in decision making

 Prevention of corruption  at all levels of government 

 Eff ective regulation  of the public  sector media 

 Eff ective regulation  of private-owned media 

 Equal access to media  by all competing political actors

8. Approach to social exclusion

 Establishment of long-term policies identifying social cleavages and 

developing approaches to reduce the threat of social exclusion in the 

market  economy 

 Coherent employment  policies

 Sound social security  systems

 Equal access to health care and education

 Tailored policies towards the vulnerable and minorities 
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9. Education in public  policy and administration

 A comprehensive governmental programme aimed at enhancing the 

quality of instruction in public  policy and administration

 In-service training capacities at all levels of public  administration 

 Broad tertiary education in public  policy and administration

 Specifi c training programmes for politicians, journalists and citizens

 Exchange schemes with foreign institutes and schools for students and 

teachers

10. Global context of policy making

 Well defi ned national interests in the face of Globalisation  and European 

integration 

 Insight of analysts and politicians into the rapidly changing global 

context  of national decision making

 National administrative capacities to take part in supranational 

governance (such as the UN, EU , NATO , and OECD ).

 Crisis management

Survey Results

Given the lack of systematic and targeted comparative analysis of public  admin-

istration  practices and institutions in the region, conclusions are diffi  cult to draw 

about country-level public  sector capacities. A research methodology looking 

at such capacities should draw on expert knowledge and judgment. Th e annual 

conferences of the Network of Institutes and Schools of Public Administration 

in Central and Eastern Europe  (NISPAcee) are the meeting place of such experts 

and practitioners – not only from the region, but also from well-respected inter-

national public  administration research and teaching institutions. Given access to 

this pool of expert judgment, the participants of the 11th NISPAcee Annual Con-

ference were asked to fi ll in a checklist with the ten criteria for good governance  

mentioned above for their respective countries. Explanations of the specifi c 

meanings of questions were given to the respondents and the participants were 

asked to evaluate their countrys’ capacities to govern according to all ten criteria. 

Th e scale for evaluation  is shown in Figure 2.
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Figure 2

Survey Evaluation Scale

Nearly eighty individuals participated in the survey. Countries evaluated 

by less than fi ve participants were omitted in the cross-country results, but these 

scores were included in the “developed countries  of the West” and the “Central 

and Eastern European Country” category totals. 6 Th e developed countries in-

cluded the USA , United Kingdom , France , the Netherlands , and Germany  (11 

cases overall). Th e Central and Eastern European countries included Albania , 

Armenia , Croatia , Czech  Republic, Estonia , Hungary , Kazakhstan , Kosovo , Kyr-

gyzstan , Latvia , Lithuania , Macedonia , Moldova , Poland , Romania , Russia , Slovak  

Republic, and Ukraine  (67 cases altogether). Th e results of the comparisons are 

presented graphically in Figure 3 and numerically in Figure 4.

Th e countries of Central and Eastern Europe  have scores for capacities to 

govern that are, on average, below those of the Western democracies. As can be 

seen from the data, the Western countries score roughly 1.5 on each of the vari-

ous components of good governance , while the variance for Central and Eastern 

European countries is higher – averaging roughly in the 1.0 range. Despite these 

averages, individual countries show signifi cantly more variance on each of the 

components than the regional average indicates. In order to see this variance, 

country plots are given for the Czech  Republic (Figure 5a), Estonia  (Figure 5b), 

Lithuania  (Figure 5c), Macedonia  (Figure 5d), Poland  (Figure 5e), and Ukraine  

(Figure 5f).

6   Only six Central and Eastern European countries were evaluated by fi ve or more experts: Czech  
Republic, Estonia , Lithuania , Macedonia , Poland  and Ukraine .
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Figure 3

General comparison of capacities of governance in Western countries and Cen-

tral and Eastern European countries

Figure 4

Average scores of selected CEE countries

Criteria

Country
1 2 3 4 5 6 7 8 9 10 Cases

Czech Republic 1.1 0.9 0.5 1.0 0.6 1.0 0.6 1.0 1.1 0.7 11

Estonia 0.8 1.1 0.9 1.2 0.7 1,7 0.9 0.7 2.0 0.8 6

Lithuania 1.0 1.1 1.0 1.3 0.7 1.2 1.3 0.9 1.3 0.9 7

Macedonia 1.0 1.0 0.6 1.3 0.1 1.0 0.7 0.9 0.7 0.7 7

Poland 0.8 0.7 0.3 0.7 0.5 1.0 0.6 1.1 1.0 1.2 12

Ukraine 1.0 0.8 0.2 0.2 0.8 0.8 0.8 0.6 1.0 0.8 5

CEE countries 0.9 0.9 0.6 0.8 0.5 1.0 0.7 0.8 1.1 0.9 67

Western

countries
1.7 1.6 1.2 1.2 1.2 1.6 1.3 1.4 1.3 1.4 11
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Figure 5a

Comparison of Czech Republic capacities to govern with the Western average

Figure 5b

Comparison of Estonia capacities to govern with the Western average
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Figure 5c

Comparison of Lithuania capacities to govern with the Western average

Figure 5d

Comparison of Macedonia capacities to govern with the Western average
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Figure 5e

Comparison of Poland capacities to govern with the Western average

Figure 5f

Comparison of Ukraine capacities to govern with the Western average
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Figure 6 compares average values  across all ten criteria for the group of 

Western democracies, for the group of all countries including Central and East-

ern European countries (labeled CEE countries on the Figure), and for the six 

countries that were represented by fi ve or more survey respondents. As can be 

seen, there is some variance across the region, with Estonia  and Lithuania  top-

ping the list, while Poland  and Ukraine  receive scores lower than the regional 

average.

Figure 6

Comparison of general capacities to govern in selected CEE countries

A number of interesting preliminary conclusions may be drawn from the 

expert survey. Th e Baltic countries display higher “good governance  scores” than 

the countries of Central Europe, which, in turn, have higher scores than Ukraine . 

Comparison of the individual factors of good governance for all countries sug-

gests education in public  policy and administration, accountability  of govern-

ment , and an analytical basis for decision making were the strongest dimensions 

of governance in the region, while the weakest dimensions included the transpar-

ency  of political parties, with strategic thinking  and governance, and the inter-

weaving  of politics , the market , and media  receiving only slightly higher scores.

Th e relevance of these data should not, however, be exaggerated as the ex-

pert surveys have apparent methodological limitations. As most of the experts 

questioned were educators and researchers, not surprisingly education and ana-

lytical capacities scored better than issues associated with the core governmental 

activities. Expert selection was, further, based on their participation  in a specifi c 

international conference, without the application of more eLabourate sampling 

techniques, which might have generated a more balanced composition of ex-

perts with a wider scope of expertise. Despite these methodological limitations, 



44

Section I      Building Capacities for the Present and the Future

however, even this preliminary diagnosis should attract the attention of decision 

makers, and thus contribute to a better understanding of the developmental 

needs of Central and Eastern European countries in their continuing eff ort to 

achieve better governance.

Conclusion

Th e answer to the question posed at the beginning of this paper is quite simple. 

Current Central and Eastern European modes of governance are inadequate to 

deal with the needs of the region and with the global challenges faced by these 

countries. Th e citizenry as well as the political representatives should fully realise 

the importance of improving the foundations for good governance , in order to 

raise the quality of life of currrent and future generations. Policymakers should 

urgently adjust their policy and administrative priorities based on this recogni-

tion.
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Democratic Values in Times of Radical Change: 
A comparison at the Local Level Between Lithuania , 
Belarus , Russia , Sweden  and the Netherlands 

Michiel S. de Vries 

Introduction

More than ten years have passed since the fall of the Berlin wall and the start 

of the democratisation  process in Eastern Europe. Have changes become visible 

in democratic attitudes  among infl uential people in these countries – and more 

specifi cally among local level politicians and leading policy makers in the bureau-

cratic apparatus? Th is question is important, because as Dror (2002) aptly puts it: 

“Radical improvement of the morality of senior governance elites , and especially 

senior politicians, is essential, with [sic] virtues are becoming more important 

than ‘being nice’ and ‘smiling a lot’. Without progress in this direction, other im-

provements of capacities to govern are likely to fail or to be misused” (Dror, 2002: 

99). Th e capacity to govern at the local level will depend, amongst other factors, 

on the moral role and position of the local elites , as their actions might depend 

on their values .

Th is paper reviews how values  among such local elites  have changed 

throughout the 1990s in the new democracies of Russia , Belarus , Lithuania , and 

Poland , and how these changes compare with value changes in the Netherlands  

and Sweden  (which have high democracy -ratings). All fi ve countries experienced 

rapid nationwide political and economic change. Th e new democracies arose 

with the end of the communist era and the change toward a market  economy . In 

Sweden at the beginning of the 1990s (for the fi rst time in centuries), the govern-

ment  did not consist of social democrats; in the Netherlands, a coalition govern-

ment was formed without Christian Democratic party participation  (for the fi rst 

time since 1921).
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Some Theoretical Considerations

Many political theories attribute changes in attitudes  to political actors. Kingdon 

(1984), for instance, addressed the role of ‘personnel changes’ in opening ‘policy 

windows’ in the policy arena. In his model, new actors are aff ected by changes in 

policy problems and solutions, which induces policy change. Sabatier and Smith 

(1993) acknowledge the importance of the succession of actors in his advocacy 

of coalition theory: ‘Turnover in personnel – sometimes resulting from external 

conditions, sometimes merely from death or retirement – constitutes a second 

non-cognitive source of change that can substantially alter the political resources 

of various advocacy coalitions, and thus the policy decisions at the collective 

choice and operational levels” (Sabatier and Smith, 1993: 19). In a punctuated-

equilibrium model, Schattschneider (1960) and Baumgartner and Jones (1993), 

suggested that the entrance of new actors in the policy arena is crucial for the si-

multaneous explanation of incremental and radical changes: “Th ey may insist on 

rewriting the rules, and on changing the balance of power that will be reinforced 

by new institutional structures as previously dominant agencies and institutions 

are forced to share their power with groups or agencies that gain new legitimacy ” 

(True, Jones and Baumgartner, 1999: 101).

Why does the succession of actors induce policy change? Th is paper will 

argue that changing circumstances, within which changing actors have to de-

velop policies, is more important than the characteristics of those actors (such 

as rejuvenation or a new generation of policy makers) in determining changing 

attitudes . Th e characteristics of the period in which attitudes become dominant 

are, it is argued, crucial for those attitudes.

Many theories link age and generation variables to changes in values  (In-

glehart, 1971; Rokeach, 1973; Hazelrigg, 1991; Riley, 1987). Th eories about the 

eff ects of historical period on opinions, attitudes , beliefs and values, and fun-

damental theories are, however, scarce. In such theories, opinions and attitudes 

are to a large degree contingent upon economic circumstances, the dominant 

political culture, media -attention or, more generally, to the “spirit of the time”. In 

this view, attitudes are not structural, but conversely somewhat opportunistic, 

changing according to the circumstances. Policy views are determined primarily 

by the possibilities and restrictions of the time, as given by economic growth , 

infl ation , unemployment  and the severity and urgency of social problems. Local 

elites  will simultaneously – irrespective of their age or generation – adapt their 

policy opinions and views to the changing conditions. Each period – the 1960s, 

the 1970s, the 1980s, the post-cold war  period, and the post 9-11 period – had a 

set of opinions and belief systems that should have been similar for both younger 

and older elites .
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The Five Countries

Th e development of local elite policy views in fi ve European countries between 

1989 and 2000 supports the view that opinions and attitudes  are contingent on 

period. Th e Netherlands  and Sweden  (as old democracies) and Lithuania , Russia  

and Belarus  (as new democracies) experienced radical change during the 1990s.

Th e changes in the Russian  Federation (previously the Russian  Soviet  Feder-

al Socialist  Republic) between 1989 and 2000 were dramatic. At the beginning of 

the 1990s, Russia  lost most of its satellite states and changed from being a super-

state into a developing state. Politically, the turnover of power from Gorbachev  

to Yeltsin  was signifi cant, as was the change toward a market  economy  attendant 

with hyperinfl ation  and a signifi cant decrease of GDP. Aft er 1995, the economy 

slowly started to improve, but the Russian  government  suff ered from budget 

defi cits, increasing social expenditures , increased environmental problems, high 

hidden unemployment , and an expensive war  in Chechnya ; a still centralised 

administration did not improve problems at the local level. Life expectancy here 

is relatively low, the Gross National Income  (GNI) per capita is decreasing and 

infl ation  is relatively high, at 37%.

Th e Baltic state of Lithuania  started to profi t from the transition  to a free 

market  economy  aft er the fall of the Berlin wall at a very late stage. Lithuania  was 

among one of the fi rst countries to proclaim itself as a sovereign nation-state, 

and subsequently suff ered a blockade by Gorbachev  in 1990, and a Soviet  attack 

of paratroopers in 1991. Popular opinion supported independence, with an un-

expected return to communist government  in 1992. Politico-economic crises oc-

curred in 1995 and 1999 – with an economic tumble in 1997 tied to the economic 

troubles with Russia , one of Lithuania ’s trading partners. Lithuania  was the fi rst 

to apply for NATO  membership and association with the EU . Despite recent na-

tional economic improvement, such improvements have not been translated into 

an improved situation for local communities.

In 1989, Belarus  experienced the same radical events as Lithuania , without 

the recent improvement. In 2000, annual infl ation  topped 185%, and the GNI per 

capita is even lower than Lithuania ’s – with approximately 42% of the population  

living below the poverty line (World Bank , 2002). Negative population growth 

and the already negligible foreign direct investment fell by a factor of 4 in one 

year –from $440 million in 1999 to $99 million in 2000. As a land-locked country, 

Belarus is almost completely dependent on trade with Russia , from which it im-

ports nearly all of its energy (at a far too high a price) in exchange for machinery 

and electronics. Belarus did not obtain associative member status to the Euro-

pean Union , and it is by far the poorest country of the fi ve countries investigated 

in this paper. Problems stemming from Soviet  Union times remain as severe as 
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ever. As Zaprudnik and Urban (1997) put it, Belarus is a poor country caught by 

corruption  and chaos.

Dramatic political and economic changes occurred not only in Central 

and Eastern Europe  during this time, but also in Western European countries 

like Sweden  and the Netherlands . Sweden and the Netherlands belong to the 

old democracies of Europe and are in many aspects similar to each other (with 

the exception that in the 1990s, the Swedish economy  was less dynamic than the 

economy of the Netherlands). In Sweden, the 1990s were characterized by dras-

tic economic measures, such as privatisation  and a devaluation of the Swedish 

krone, which were carried out by a conservative government  that came to power 

in 1991, following decades of Social Democratic rule. Th ese drastic policies were 

continued by the Social Democrats, who returned as a minority cabinet in 1995. 

In the period under investigation, Sweden experienced a ‘forced’ joining of the 

European Union , and developments in the 1990s demonstrated the diffi  culty 

of returning to the socio-economic progress of the 1980s. As Stromberg and 

Scücz (2004) put it: “Th e welfare state in Sweden was rapidly economized and 

this resulted in an increase of social problems at the local level”. Th eir survey 

of the Swedish local elite shows that the situation at the local level deteriorated 

somewhat in the 1990s, and that the euphoria visible in the Netherlands was ab-

sent. Th e vast majority of Swedish local elites  were, however, satisfi ed about the 

developments in their community. 1

In the Netherlands , circumstances changed rapidly in the 1990s as the coun-

try went from having fi nancial defi cits and unemployment  to having a booming 

economy , disappearing Labour market  problems, and public  fi nance  surpluses. 

Even municipal fi nances improved. Local leaders’ opinions in 2000 refl ected this 

turn for the better, to the point of complacency (De Vries, 2003).

Changing values  among local elites 

How did local elite policy-values  in the fi ve countries develop between 1990 and 

2000, specifi cally with regards to attitudes  towards leadership , the role of minori-

ties  in decision making processes, their attitudes towards participation , confl ict 

and confl ict resolution , and towards central-local relations  and income-policies? 

Th e data used in this research come from the international research project “De-

mocracy and local governance ”, which started in the late 1980s in Eastern Europe, 

and which was aimed at collecting information about the background and opin-

1   For comparison with the previously mentioned countries, Sweden  is a modern welfare state with 
a GNI per capita of $27,000, an annual economic growth  rate of about 3%, infl ation  below 1%, 
growing exports and with 68% of output produced in the service sector in 2000 (World Bank , 
2001).
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ions of local elites  in a large number of countries in the northern hemisphere. Th e 

project included gathering data from other countries such as the USA , Sweden , 

Switzerland and the Netherlands  (see among others De Vries, 1999; De Vries, 

2000; Jacob et al, 1993, Jacob et al., 1999). In all the countries in volved, thirty 

communities, each comprising between 25,000 and 250,000 inhabitants, were 

selected at ran dom; within each of these communities, about 15 political leaders 

and 15 leading offi  cials were intervie wed, resulting in a database of over 10,000 

respondents. Th e interviews were carried out in 1989-1991 and were repea ted in 

1995-1996 and again in 2000-2001 (for all countries except Sweden, which only 

has data for 1990 and 2000). Th e interviews/questionnai res were standardized, 

in order to make valid comparisons possible, and participants were given a large 

number of statements with which they could agree or disagree on a four point 

Likert scale, from “completely agree”, to “agree”, “disagree” and “completely disa-

gree”. Figure 1 presents an overview of the questions asked.

Th e fi rst values  analysed are attitudes  toward leadership . Figure 2 shows 

large discrepancies between local leaders in Eastern Europe and those in Western 

Europe. In the former East European states, local leaders were, and still are, much 

more inclined to give decision making power to experts, as well as to follow what 

they see are the wishes of the community; they were less inclined, as leaders, to 

follow their own convictions. Attitudes in Lithuania , Sweden  and the Netherlands  

converged, concerning the role of experts in decision-making, but Russia  and 

Belarus  kept very distinct positions. In Belarus and Russia, local leaders became 

more sceptical about the merits of strong leadership. Th e most important diff er-

ences in leadership values are between the new democracies and those in the old 

democracies.
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Figure 1

Survey Questions about Local Elite Values 2

Attitudes toward leadership 

 Most decisions should be left  to the judgement of experts

 Th e leader must follow his convictions even if they are diff erent from the 

expectations of the constituency

 Certain people are more qualifi ed to run this country, due to their 

traditions and family background

 In this complicated world, the only way we can know what is going on is 

to rely on leaders or experts who can be trusted

 It will always be necessary to have a few strong, able people actually 

running everything.

 A leader must follow the wishes of the community even if he thinks the 

citizens are mistaken

Attitudes towards minorities  in decision making processes

 When some important issues are under question, a leader should not pay 

attention to the fact that the majority of the people in the community 

oppose him.

 Th e rights of minorities  are so important that the majority should be 

limited in what it can do

 Th e government  has the responsibility to insure that rights of all 

minorities  are protected

 Th e minority has the right to oppose, but no right to resist, decisions 

taken by the majority

Attitudes toward participation , confl ict and confl ict resolution 

 A good leader should refrain from making proposals that divide the 

people, even if these proposals are important for the community

 A leader should modify his actions to keep consensus

 Preserving harmony in the community should be considered more 

important than the achievement of community programs

 Public decisions should be made with unanimous consent

2   The statements in Figure 1 may be different than that used in the actual surveys, due to the 
translations.
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 Widespread participation  in decision making oft en leads to undesirable 

confl icts

 Leaders that are overly concerned about resolving confl icts can never 

carry out community programs successfully

Attitudes toward parochialism  and central-local relations 

 Community progress is not possible if national goals always have 

priority

 We should not worry so much about national problems when we have so 

many problems in our own community

 National goals should not be achieved at great cost to local communities

 Although national aff airs are important, people should fi rst worry about 

their own community problems

Attitudes on income policies 

 Rich people should pay more for the support of community projects 

than poor people

 Th ere should be an upper limit on income, so that no one earns much 

more than others

 Th e government  has the responsibility to see that nobody lives well 

when others are poor

 Discrepancies in salary should be continually reduced

 In every situation, poor people should be given more opportunities  than 

rich people
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Th e second value measured was attitudes  towards minorities  in decision 

making processes. In every policy making process, some people agree with 

the proposals and others will oppose them. What will be done about minority 

interests in the decision-making process? In Figure 3, the opinions concerning 

the role of minorities are presented. Both Western, and the former East European, 

countries had moderate views about the role of minorities. Minorities should not 

be neglected, but they also should not excessively constrain the majority rule. 

Only a small minority in all countries agrees that “when some important issues 

are in question, a leader should not pay attention to the fact that the majority of 

the people in the community oppose him” (statement 1). No clear majority is in 

favour of the second statement that “the rights of minorities are so important 

that the majority should be limited in what it can do.” Hence, from these results, 

it follows that the interests of minorities should be considered, but should not 

be decisive. Th e government  has obligations toward minorities, according to the 

vast majority of local leaders in all countries, but minorities should be restricted 

in their action, if making decisions in their favour is costly. Local leaders may 

become more favourable toward minorities (like in Russia ), or they may become 

more strict toward minorities (like in Belarus ), or the attitudes of local leaders 

towards minorities is stable (like in Lithuania ). Th e lack of variance among the 

local leaders in diff erent countries is striking – given the large diff erences seen 

with regard to leadership  attitudes.

Figure 3:

Values about Minorities in 1990 and 2000
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Th e third battery of statements concerns attitudes  towards public  par-

ticipation , confl ict and confl ict resolution . As shown in Figure 4, these issues 

show more diff erences in opinions and attitudes than the other questions. East 

European local elites  are much more in favour of modifying and postponing 

decisions in order to reach consensus than are the local elites  in Sweden  and the 

Netherlands  (despite popular perceptions  to the contrary). East European local 

elites  are, however, much more inclined to delay decisions than their counterparts 

in Western Europe, as they are much more open to criticism, and much more 

willing to do something about such criticism than Westerners. East European lo-

cal elites  are however, much less favourable about public  participation. According 

to a majority of Eastern European respondees, public  participation oft en results 

in undesirable confl ict, while only a minority of respondees from the two West 

European countries think this is the case. Th e same goes, grosso modo , for the ef-

fectiveness of confl ict resolution and the opinion about who should participate 

in decision making processes. In the new democracies, local leaders would like 

to restrict participation in decision making to persons who are fully informed; 

this opinion is not shared by local elites  in Western European countries. Eastern 

European elites  also think that decisions should be made unanimously, while in 

the West, a simple majority is deemed suffi  cient.

Attitudes toward parochialism  and central-local relations  form a third 

set of statements to which the local policy makers in the fi ve countries respond-

ed. As seen in Figure 5, the old democracies display more parochialism and are 

against community progress if it clashes with national goals. In the old democra-

cies, local elites  recognise the importance of national developments and do not 

see a systematic contrast between national and local development. A much larger 

(and growing) percentage of local elites  in the new democracies show parochial 

tendencies than in the old democracies. Convergence of opinions that ”national 

goals should not be achieved at great costs to local communities” is due to the 

changing values  in the old democracies. In 2000, as compared to 1990, an increas-

ing portion of local elites  in the Netherlands  and Sweden  were sceptical about the 

pursuance of national goals, if these imply great costs for the communities. Th ey 

did not see a systematic confl ict between national and local goals (issue 1), but 

if such confl icts exist, they increasingly show patterns of parochialism , just like 

their counterparts in the new democracies. With regard to the fi nal issue, con-

cerning central-local relations , divergence is again seen. Local elites  in the new 

democracies were already, in 1990, more parochial than their counterparts in the 

old democracies, and this diff erence increased in the subsequent period.

Attitudes on income policies  form the last block of statements put to local 

elites . Figure 6 shows that local elites  in the new democracies are much more in 

favour of leveling policies than the elites  in the old democracies, with the per-

centage in favour of such policies increasing for both groups of countries during 
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the 1990s. When this specifi c example is generalised to general income policy, 

however, only in Sweden  do the majority of local elites  show a propensity in 

favour of leveling policies. In the other countries, only a minority favour such 

policies (although this minority is becoming larger in Lithuania  and Russia ). Th e 

percentages of local elites  in favour of income redistribution policies has been 

converging between countries – except in the Netherlands  where local elites  in 

favour of leveling policies are roughly equal to those against.

Th e analysis above does not permit general conclusions about value change. 

Sometimes there is stability and convergence, sometimes change and growing 

diversity between local elite values  in the countries surveyed. Local elites  in the 

old democracies do not necessarily have more democratic attitudes  than those 

in the new democracies, as these values depend on the issues and on the values 

involved. Some general inferences may, however, come out of the analysis, by 

explaining attitude change in terms of rejuvenation of the local elite, in terms of 

succession of a new generation or in terms of “period eff ects ”.
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Discriminant analysis

Explanations seeking to fi nd which of the three factors – rejuvenation, the suc-

cession of generations, or period eff ects  – is most important in explaining value 

change have a long history  (Mannheim, 1929; Inglehart, 1971, Georgescu Roegen, 

1971; Rokeach, 1973; Elder, 1992; Elder & O’Rand, 1995; Hazelrigg, 1991; Riley, 

1987). Causal explanations are problematic because the three variables (age, birth 

cohort and period) are not independent from one another. When someone’s birth 

cohort (C) and age (A) are known, the current period (P) can also be derived, as 

the relationship between the variables is P=A+C (Hagenaars, 1998). All three fac-

tors cannot, however, be used simultaneously in regression analysis  as exogenous 

variables, because this results in unsolvable identifi cation problems. As Hardy 

(1997) notes, “due to the confounding of A, B and C [age, birth cohort, and chron-

ological time] it is never possible to separate the eff ects of aging, cohorts and 

time by simply analyzing the linear additional eff ects of age, birth year and time 

of survey. Without some assumptions, which are oft en lacking, there is apparently 

no straight forward solution to the identifi cation problem” (Hardy, 1997: 168).

Despite such problems, discriminant analysis can be used. Attitudes, rather 

than being treated as the dependent variable, should be treated as the independ-

ent variable – allowing one to investigate the degree to which one can predict the 

age of someone, the generation he or she belongs to, or the period he or she lives 

in on the basis of the set of opinions. Such a specifi cation seeks to fi nd the rel-

evance of someone’s age, generation, or the period in which one lives for one’s set 

of opinions – and allows for conclusions such as “these kind of opinions are typi-

cal for the 1960s”, “such opinions are characteristic for the age of this respondent” 

or “such views were generally held by the protest generation”.

A discriminant analysis adequately answers the research questions for this 

paper because it can determine, for attitudes  (or scales thereof), to what extent 

they are distinctive for a particular classifi cation criterion. Th e method tries 

to minimize the diff erences in attitudes within groups, and to maximize the 

diff erences between groups by fi nding a mathematical function which can be 

used to fi nd attitudes which are quantitatively “distinctive” for each classifi cation 

criterion (age groups, periods and generations). Given this function, predictions 

about which group the respondent most likely belongs to are possible, and 

predicted values  can be compared with actual or observed group membership 

(Gadourek, 1993; Miller  & Wicker, 1999). Th e discriminant-analyses were con-

ducted for the fi ve countries separately and the results are presented in Figure 7 

and Figure 8.
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As can be seen in both Figures, period eff ects  are dominant compared to gen-

eration – and age-eff ects for all fi ve countries. Values seem to be characteristic for 

the period in which they are expressed. Th e number of items which can be used 

to help discriminate between periods in 4 out of the 5 countries is larger than the 

number of items discriminating between generations and age groups. On the basis 

of all the discriminating items, the period in which local elites  live can be better 

predicted than their age group or generation – and such a period eff ect is strongest 

in the Netherlands , Lithuania  and Russia . As in the Netherlands, changes in values  

in Lithuania  and Russia are most characteristic for the period in which they are 

expressed. Th e predictive power of the discriminating items is reasonably high, as 

is the explanatory power of problem perception – both are above 80% – though 

the predictive power is less for Belarus  and almost non-existent for Sweden .

Why are certain values  especially characteristic for certain periods (and 

less for generations and age-groups)? To investigate this issue, data was collected 

exploring whether local circumstances changed in the periods identifi ed in the 

discriminant analysis. In the survey, local elites  provided data about the severity 

of problems in 14 policy areas – ranging from poverty, immigration, health and 

housing to infrastructure , public  safety, and economic development. Perceptions  

about the severity of these problems might be used to explain period diff erences 

– as in all fi ve countries, radical political change might be a precipitator of in-

creased intensity of problems. Th e degree to which problems are characteristic 

for the two moments in time is given in Figure 9.

Periods Generations Age groups N

Netherlands 11 2 4 1011

Lithuania 18 4 7 585

Russia 13 5 10 1525

Belarus 18 7 7 899

Sweden 13 2 3 1754

Periods

values

Generations

Values

Age groups

values

N

Netherlands 96% 63 57 740

Lithuania 91% 62 67 585

Russia 87% 59 65 1525

Belarus 73% 59 65 899

Sweden 68% 61 63 1754

Figure 7

Relative importance of classifi cation criteria given the number

 of discriminating items

Figure 8

Relative importance of classifi cation criteria given

 the percentage of correct predictions 
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As shown in Figure 9, problem perception data helps determine the char-

acteristics of the period about as much as value change helps discriminate pe-

riod-eff ects in all fi ve countries. In those countries where value change helped 

determine period, changes in problem-perception provide the least amount of 

discrimination, for example in Sweden  and Belarus .

Th e lack of discriminatory power of problem perception and value change 

is explicable for both Belarus  and Sweden . Th e lack of change in Belarus from the 

beginning to the end of the research period is probably refl ected in the lack of val-

ue change among the local elite. Belarus was, and still is, one of the poorest coun-

tries in Europe, and Belarussian society  is politically apathetic to a greater degree 

than elsewhere in Eastern and Central Europe. According to Bremmer and Taras 

(1997), “By and large, the Belarussan people are not convinced that the pluralistic 

system they have has been designed to improve their daily lot” (Bremmer and 

Taras, 1997: 301). Th e presidency of Lukashenko (the fi rst ‘democratically’ elected 

president) did not do much to transform the formerly communist system. Sweden, 

however, is an old democracy , like the Netherlands , and one would expect similar 

outcomes. However, whereas the Dutch economy  boomed in the 1990s (and local 

level problems diminished rapidly), the Swedish economy remained problematic 

and such problems were persistently refl ected at the local level.

Just as the analysis above does not permit general conclusions about value 

change, discriminant analysis must also be cautiously interpreted. Th ese out-

comes do not imply that generation-shift s and rejuvenation do not matter in gen-

eral or that previous research into the eff ects of generations and age groups on 

value change is refuted by this research. Th e respondents are not just members of 

a population , but leading politicians and chief public  administrators, and perhaps 

their position does not allow them to adhere too long to existing opinions (as 

expected from the theory on generational shift s) but instead forces them to adapt 

their views to the circumstances and be somewhat opportunistic. 3 Moreover, lo-

Periods values problems N

Netherlands 96% 85% 740

Lithuania 91% 91% 585

Russia 87% 82% 1525

Belarus 73% 79% 899

Sweden 68% 76% 1754

3   The question of elite opportunism is not, however, clear – the fi ndings are not necessarily a con-
sequence of individual opportunism. Individual members of the local elite may not show much 
value-change, but instead because of changing circumstances, new members of the local elite 
(with values adapted to those changing circumstances) become necessary. In the fi rst half of the 
1990s, many leading positions passed from the old to a new elite.

Figure 9

Th e predictive power of problems for periods
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cal elite value change is not related to general values , but rather to job-related 

values (concerning whether and how policies should be developed).

Conclusions

Is value change visible among local elites  in countries experiencing radical 

change – and if so, how can such change be explained? Belarus , Lithuania , Russia , 

Sweden  and the Netherlands  between 1990 and 2000 experienced radical politi-

cal-economic change. Values among local policy makers – and especially those 

concerning leadership , public  participation , local-central relations and attitudes  

on income policies  – sometimes converged and sometimes diverged. Sometimes 

large diff erences between countries were seen, while at other times, a large degree 

of congruence existed in perceptions .

How can such value-change be explained? Discriminant analysis investi-

gated whether a particular set of opinions is especially distinctive for specifi c 

generations, age-groups, entrance-cohorts or periods – and found that period-

eff ects best explain diff erences in values  (especially for the Netherlands , Lithuania  

and Russia ). Birth cohorts (representing generation-shift s) and age-eff ects (rep-

resenting “rejuvenation” eff ects) are less important factors. Local policymaker 

attitudes  in the Netherlands and Lithuania  are characteristic for the period in 

which they express those opinions. Although in all countries (and therefore also 

in these three) many members of the so-called silent generation were replaced 

by members of the protest-generation in the early 1990s, such replacement  does 

not help to discriminate between value changes – the opinions of the members of 

the latter generation have changed in approximately the same direction as those 

of their predecessors.

Irrespective of the local policymakers ’ age and generation, some general 

trends in values  were seen during the 1990s. In the Netherlands , for instance, 

fewer and fewer policymakers were in favour of leveling incomes; and more and 

more of them emphasized decisiveness over consensus-seeking in decision mak-

ing, and also identifi ed the importance of national problems when compared to 

local problems. Th e one determinative factor for value change at the local level 

is the change in severity of social problems at the local level. Th us, period–eff ects 

on value change will be especially strong when the periods are distinguished by a 

signifi cant shift  in the urgency of societal problems, and are likely to be absent if the 

urgency of social problems remains stable over the periods.
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Role and Role Perceptions  of Senior Offi cials in 
Slovakia 

By Katarina Staroňová 1

Introduction

Th e transition  of Central European countries into modern democracies in the past 

decade has led to many questions and problems connected with institutional re-

design. Th e majority of academic studies have focused on topics such as electoral 

systems, multi-party politics , coalition governments and constitutional reviews. 

Studies by international organisations have been more interested in the degree of 

‘Europeanisation ’ or ‘Westernisation ’ of these countries and in the degree of adop-

tion of formal frameworks incorporating democratic standards. Part of the process 

of creating new institutional arrangements involves the role of individual senior of-

fi cials, and specifi cally the degree to which there is a clear division between politi-

cal or administrative roles. Although many international organisations (such as the 

European Commission  and the OECD ) recognise the importance of, and need for, 

establishing a Senior Civil Service, few studies have been undertaken in this fi eld.

Th is paper analyses formal and actual perceptions  about the role of the 

senior civil servants in Slovakia  using a research methodology developed by 

Guy Peters  and Tony Verheijen , and is a part of a study on politico-administra-

tive relations. As Slovak  formal legislation lacks a defi nition for senior offi  cial, all 

relevant formal documents – such as the Law on Civil Service , Competency Law , 

Coalition Agreement  – are analysed, in order to obtain a clear overview of the 

offi  cial role of top civil servants in the Slovak  context. Th e second part of the pa-

per presents data about the role perceptions of top civil servants from their own 

point of view. Th is part draws from empirical research.

1   The author would like to thank Ludmila Malikova for her assistance with interviewing and Tony 
Verheijen  and Guy Peters  for useful comments on earlier drafts of this paper.
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Formal Roles

Immediately aft er the Velvet Revolution in 1989, the former Czechoslovakia  en-

gaged in a democratic transformation . Public administration reform  was initiated 

in 1990 and envisaged two interconnected reforms: decentralisation  (handing over 

responsibilities from the state administration to territorial self-government ) and 

civil service reform  (defi ning the new status of civil servants). 2 Following elections 

in 1992, a new government was created in Slovakia  by a coalition of populist par-

ties with national and social orientations (and some authoritarian inclinations) 

led by Vladimir Meciar ’s HZDS party. 3 Th e only public  administration  reform 

during this term (1994-1998) was a new territorial division, with a slow process 

of deconcentration (transfer of competencies from top to lower levels of state 

administration). Th e ruling government had made no eff ort to introduce decen-

tralisation or any laws that would aff ect the behaviour of civil servants. As a re-

sult, the Slovak  civil service became more politicised during the 1994-98 era and 

the environment in which the civil service was operating lacked transparency  

and ethical principles – this resulted in a high turn over among civil servants.

Th e 1998 elections brought into power a broad coalition ranging from par-

ties from the right (Slovak  Democratic Coalition , Hungarian Coalition Party ) to 

the left  (Slovak  Democratic Left  and Party for Civil Understanding). Th is broad 

coalition led to internal tensions, confl icts and ultimately led to the delay and 

compromise of administrative reforms. 4 Administrative reform , including reform 

of the laws on relations among civil servants, became a point of contention for 

the coalition parties and their power interests.

In July 2001, the Slovak  Parliament passed two vital pieces of legislation for 

the public  administration  reform  that arranged organizational relations among 

politicians and civil servants, namely the Law on the Civil Service and the Law on 

the Public Service (both came into eff ect on 1 April 2002). Th e Civil Service Law  

regulates state employees who are acting under public  authority  (such as civil 

servants in the ministries), whereas the Public Service Law regulates support staff  

and employees of organisations fi nanced by the State  but who do not directly 

exercise state authority, such as teachers and health service employees. 5 Th e Civil 

Service Law aspired to make the civil service more professional, and to reduce 

2   Malíková and Staroňová (2001).
3   The HZDS led coalition brought about the split of Czechoslovakia  in 1992. After premature elec-

tions in 1994, HZDS (with nearly half of the seats in the parliament ) again became the leading 
party in the coalition with the Slovak  national party and the Association of Workers. The party 
ruled the country for a full term from September 1994 to September 1998.

4   More information on the effects of the coalitions on the policy making process (including admin-
istrative reform ) can be found in Staroňová and Malíková (2004).

5   The Public Service Law is based on the Labour Law with some additional provisions to take into 
account the special situation of the public  service.
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civil servant vulnerability to changes in government . Such regulation  aimed at re-

ducing the previously unbounded ability of each incoming government to place 

its own people into all key positions (sometimes even two or three layers down 

in the hierarchy) and the freedom of ministers and heads of offi  ces to recruit at 

their own discretion. Th e new law clearly distinguishes between a political post 

(such as the president and cabinet members including individual ministers) and 

a professional career post (such as head of offi  ce, director generals of a section, 

unit heads and other ministerial staff ). Th e Civil Service Law also contains 

provisions for equal access to the civil service and the right of the civil servant to 

administrative and judicial review in case of alleged breaches of his or her rights. 

In its annual assessment for 2002, the EU /OECD  based SIGMA  Programme 

deemed that the legal framework for the Slovak  civil service was appropriate and 

contained the main civil service standards which prevail in EU  member states 

(SIGMA, 2003: 3). 6

Structure of the Ministry and Defi nition of Senior Offi cial in 
Slovakia 

Th e Civil Service Law  establishes a hierarchical system of subordination for 

civil servants and clearly states the rights and duties of individual civil servant 

classes. Figure 1 depicts a formal structure of a ministry in Slovakia , while Figure 

3 outlines the main functions of chief ministerial staff . Th e ministry is headed 

by a minister who is appointed by the winning coalition and who is a member 

of the cabinet. Each ministry has one or two state secretaries who are political 

nominees of the minister’s party. Th ese political posts lie at the core of coalition 

negotiations and are anchored in the coalition agreement. 7 Th e distribution of 

political posts strictly respects the principle of proportionality , which stipulates 

that the number of political posts (in this case ministers and state secretaries) is 

directly proportional to the share of votes gained by each party represented in 

the coalition during the parliamentary elections. A Ministry is usually divided 

into fi ve to seven Departments (sometimes called sections) that are responsible 

for a particular substantive part of the ministry’s agenda. Usually, there are a few 

support departments (such as those focused on legislative, fi nancial, EU , informa-

tion technology matters) that are either separate or integrated into substantive 

departments, depending on the type of a Ministry. Each department is headed by 

6   However, as will be discussed subsequently, some of this legal framework’s defi ciencies have 
consequences for its implementation.

7   See Staroňová and Malíková (2004) for a detailed discussion of similarities and differences of in-
dividual coalition agreements (1994, 1998, 2002) on mechanism for the division of government  
and parliament  posts, such as prime minister, vice prime ministers, ministers, state secretaries, 
foreign delegations, heads of parliamentary committees, etc.
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a director general and is further subdivided into units that are managed by heads 

of units. A Ministry also has a Head of the Offi  ce who is in charge of administra-

tive and personal tasks in the day-to-day running of the offi  ce. Th e Head of the 

Offi  ce, together with the director generals, report to the senior professional civil 

servants. In practice, the executive team of each ministry consists of the minister, 

state secretaries, head of offi  ce and director generals. Th is team meets regularly, 

once a week, to discuss all important matters concerning policy development and 

to make decisions about such policy development.

Figure 1

General Structure of the Ministry in Slovakia 

Th e term senior offi  cial is not defi ned (and does not exist) in formal legislation 

as a formal status or an offi  cial form of appointment (be it political or professional). 

Senior offi  cials in the Ministry’s hierarchy may be identifi ed only with the aid of roles 

and task defi nitions for various posts within the ministry anchored in the Act No. 

312/2001 of the Civil Service Law , Act No. 575/2001 of the Competency Law , and 

various Coalition Agreements and internal ministerial regulations. From these docu-

ments, senior offi  cials were identifi ed according to their formal status in the hierarchy 

(top layer), form of appointment (political vs. professional) and degree of infl uence in 

decision-making and with regard to the policy making process (executive team of the 

Ministry). Given the prominence of the executive team, however, they are considered 

to be senior civil servants.

Th e Civil Service Law  is an extremely eLabourate document, laying down in 

extreme detail (over 160 articles) both processes and employment  conditions. Among 

others it also defi nes a “civil servant” and recognizes both political and professional 

career posts within the civil service. Th e scope of the civil service is broadly 

defi ned to include posts with responsibility to execute state authority . Although 

the law introduces a classifi cation system for civil servants (a hierarchical system of 

superiority and subordination) it does not provide a clear distinction between top 

level civil service posts and lower level posts, including a de-compression of the salary 
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system and the creation of much improved employment conditions for top level 

offi  cials. Th e only hierarchical diff erentiation is introduced by the term “superior” 

which is too broadly defi ned. According to the Law, a “superior” is a civil servant 

who is authorised (in Chapter 9 of the Law) to give instructions to subordinate civil 

servants in the fulfi llment of his or her duties. Th e hierarchically highest superior in 

the professional civil service is a “head of the offi  ce” (in Chapter 10 of the Law), who is 

responsible for running the offi  ce, i.e., Ministry. Prior to the Civil Service Law coming 

in to eff ect, the head of the offi  ce was a political post with direct infl uence on decision-

making and policy making. 8 With the Civil Service Law coming into the eff ect, the 

Offi  ce Head posts were required to become apolitical – either by offi  cially leaving 

the party or withdrawing from the offi  ce (as in the case of the Ministry of Justice ). 

Th e law (in Chapter 5) defi nes political posts as “those to which the nominees where 

elected or recalled by the Parliament or those who were nominated or recalled by 

the a) president; b) Cabinet; c) head of the Parliament; d) head of the Constitutional 

court.” Th e hierarchically highest political post is that of minister. Th e Civil Service 

Law, however, does not specifi cally mention the posts of other political nominations 

– notably of the state secretaries or ministerial advisors – and it therefore does not 

regulate the number and roles of these political posts in the ministry. Indirectly, these 

posts can be considered to be top political civil servants because the state secretaries 

are nominated by the Cabinet and anchored in the coalition agreement.

Th e Competency Law  defi nes the number of ministries, their basic com-

petencies and the basic structure of a Ministry (as previously discussed). Th e 

internal organisation and division of roles within a Ministry is left  for the inter-

nal regulation  of each Ministry. Th e Competency Law, as the only one, formally 

defi nes the role of state secretaries as a deputy to the Minister during his/her 

absence and notes “…the minister may delegate some of his/her rights and tasks 

also in other events. Th e state secretary  has an advisory vote when representing 

the minister at the Cabinet’s meeting.” Th us, the status and actual role of the state 

secretary is unclear, depending on the particular minister’s delegation of tasks 

and duties, as is the number of state secretaries. One or two state secretaries at 

each ministry has been the historical norm, but the number is determined in the 

coalition agreement following the principle of proportionality , rather than by any 

real need of a ministry, the scope of its mandate or its current priorities. 9

8   Prior to the new Civil Service Law , the head of the offi ce was clearly a political post, usually from 
the same party or affi liated to the minister’s party (given that state secretaries during 1998-2002 
had to be from a different party than the minister’s according to the coalition agreement. Given 
their political allegiance with the minister, the head of the offi ce often assumed de facto the role 
of a state secretary .

9   Such disregard for the needs of the ministry opposed the original intention of the establishment 
of the state secretary  post. Particularly ministries with a broad agenda should have two state 
secretaries so that the agenda can be divided. For example, in the ministry of education, higher 
education is run by one state secretary and primary/secondary education is run by the other 
state secretary.
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In spite of the unclear position, three basic functions can be identifi ed: 10

  deputy to the minister internally and externally

  permanent running of the ministry or part of the agenda

  representation  of coalition interests at the ministry

Th e fi rst function, representation  of the minister internally and externally, 

is the only function anchored in the Competency law, however, the scope and 

extend to which the state secretary  functions as a deputy is left  for the discretion 

of the minister. Th e second function, running the ministry or part of its agenda, 

was the original intention when the post of a state secretary was introduced 

in 1992 as part of the new institutional arrangements. Particularly, ministries 

with a broad agenda should have two state secretaries so that the agenda can 

be divided, e.g., at the ministry of education and higher education is run by one 

state secretary, and primary and secondary education is run by the other state 

secretary.

Th e third function, representation  of coalition interests, is directly related to 

the way of political nominations made for this position. Each government  made 

diff erent arrangements of post distribution, ranging from one party nominees 

present at each ministry (1994-98), to a complicated arrangement when a minis-

ter was from one of the coalition parties, and at least one of his state secretaries 

had to be from another coalition party (1998-2000). 11 In this way, each ministry 

had a representative of at least two coalition parties. Th e current government 

abandoned this principle. Th us, the post of a state secretary  is also a source of 

infl uence as well as a source of control and (or) cooperation among coalition 

partners. Whatever the arrangements were during each government, each agree-

ment clearly defi nes the ratio among coalition partners.

As a result, and as shown in Figure 2, each government  has had a diff erent 

(and increasing) number of state secretaries. As also noted in Figure 2, there is an 

increasing trend for state secretary  posts to be assigned to the specialists with no 

political affi  liation. During the second coalition Government (2002 – the present) 

this practice was reinforced with more ‘expert’ appointments. 12

10 Beblavy (ed.) (2002), p. 40.
11 Staroňová , Malikova, (2003).
12 Specifi c parties nominate an expert as state secretary  as the distribution of state secretary posts 

belong to the political parties.
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State secretariesMinisters

(ministries) Party members Expert appointees

1994 - 1998 15 17 0

1998 - 2002 15 20 2

2002 - present 14 16 6

Figure 2

Number and Distribution of Slovak  Political Posts

Th e absence of a defi nition for the post of state secretary  leaves space for the 

minister to ignore the state secretary – particularly during disagreements in the 

coalition – reducing the state secretary to a purely formal role. Such space also 

allows the state secretary to engage in discretionary activities, given the diffi  culty 

of the minister to control him (as the state secretary is accountable to the Cabinet 

and not to the minister). Such space, in either case, results in a dysfunctional and 

ineffi  cient ministry, as political tensions among the coalition parties are refl ected 

within the ministry (notably between the minister and state secretaries).

Th e formal framework for policy making is set by the Constitution  and laws, 

particularly the legislative procedure of Government and Parliament. Th ese regu-

late the role of individual bodies in decision-making, coordination and the process 

of initiation of the new laws and amendments, the process of law adoption and its 

promulgation. All processes that are formally regulated are of a legislative nature 

and consist of a very formal sequencing of draft  legislation, particularly in the re-

viewing process. Th ere exist no formal rules or guidelines in regards to a broader 

policy process that encompasses the formulation of problem or issue defi nition, 

design of concepts, strategies  and policy analyses or design of action plans, imple-

mentation, monitoring and evaluation . Th e line ministries are responsible for the 

actual design of policies, such as strategies, conceptual issues and draft  laws. Th ere 

are three main means for developing documentation and materials in Central and 

Eastern Europe : a) by an individual civil servant in the ministry; b) by setting up a 

working group consisting mostly by outsiders – academics ; and c) by outsourcing 

to an external body – institutes and research centers. 13 Substantive departments 

headed by the director generals produce draft  concepts, strategies, draft  laws and 

any written documentation for the policy making process. Th e fi rst level below the 

director generals are composed of units which work on the command of the direc-

tor generals and who undertake the actual eLabouration of the material. Heads of 

units can be of a substantive nature or of a supportive nature (legislation draft ing, 

budgeting , IT). Every material prepared at the ministry is discussed at the weekly 

13 More on the theory and practice of policy making in Slovakia , including the impact of EU  acces-
sion  on policy making can be found in Staroňová  (2002).
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meetings of the executive team of the ministry. Each document is then signed by 

the minister responsible for the work at the ministry, and the document is then 

sent for the reviewing and adoption stage. Th e legislative Rules of the government  

stipulate the subsequent phases of material progress.

Each ministry has regular weekly meetings of the informal executive team 

in which the minister, state secretary , head of the offi  ce and directors general 

participate. Th e political posts, ministers and state secretaries, together with the 

highest professional posts, head of the offi  ce and directors general, form the sen-

ior civil service and can be considered to be senior offi  cials in Slovakia  (see Fig-

ure 3). Th e second part of this paper will investigate the perceptions  of the roles 

and duties of these civil servants.
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14 The role of a state secretary  is not covered by the Civil Service law and his/her duties are based 
on assessmenty made by Beblavý (2002: 40).

Figure 3

Executive Team of the Ministry 14

Minister:

Highest political civil servant in charge of agenda at the Ministry

Represents the Cabinet in the Ministry and vice versa (according to §4 

of the Competency law, he is entirely responsible for the activities of the 

Ministry)

Sets priorities and issues

Co-ordinates work at weekly ministerial executive team meetings

State  secretary

Political civil servant, nominated by the Cabinet and agreed in the coalition 

agreement

Deputy to the minister internally and externally

Management of the ministry or part of the agenda

Representation of coalition interests at the ministry

Head of the offi  ce (Ministry)

Highest professional civil servant in the offi  ce

Reports directly to the minister

Responsible for personal, administrative and organizational run of the 

offi  ce

Director generals

Professional civil servants responsible for substantive issues and processes 

within department jurisdiction (including smaller units within department)

Co-ordinate activities and supervise policy development and 

implementation, including draft  concepts, strategies , draft  laws and any 

written documentation for the policy making process

Fully accountable to the Minister
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Real Roles and Role Perceptions

Th e interviews were conducted with the “executive team” (minister, state secretaries, 

head of the offi  ce and directors general) – as well as heads of the units at the level 

below the position of the directors general – during the period August – November 

2002. 15 Th e ministries covered included the Ministry of Education  (5 respondents), 

Ministry of Health  (1), Ministry of Labour  (4), Ministry of Justice  (7) and Ministry 

of Transportation  (1). Although Slovakia  had elections in September 2002, only of-

fi cials who were in their position during the period of 1998–2002 were interviewed, 

although some of the interviewees did not last the whole period, particularly in the 

political posts (see Figure 4 for survey respondent characteristics).

All senior offi  cials interviewed – including the Heads of the Offi  ce – started 

working at their ministries with the change of the government  in 1998, except for one 

general director at the Ministry of Justice  who has been in his position since 1992. 16

Th e majority of political senior offi  cials (including one head of the offi  ce) 

were career politicians who were members of parliament  prior to their ministe-

rial nomination. Only one state secretary  at the Ministry of Health  was not a 

career politician: prior to his nomination, he was deputy director of Slovak ’s main 

insurance institution and also a medical doctor.

Figure 4

Interviewee Professional Profi les

* Th e interviewee left  this position because the 2002 Civil Service Act  required heads of the offi  ce to be apolitical.

Ministers State secretaries
Heads of the

office

General

directors

Heads of the

units

Number of

interviewees
2 4 2 6 4

Educational

background

lawyer (1)

engineer (1)

lawyer (1)

social scientist (1)

engineer (1)

medical doctor (1)

lawyer (1)

social scientist

(1)

lawyer (2),

engineer (1),

social

scientists (3)

lawyer (2)

social scientists

(2)

Arrival to the

ministry
1998 1998 1998

1998 (1 in

1992)
1992-1998

Previous

work
experience

(post-1990)

MPs
3MPs

PA (1)

MP (1)

PA (1)

researchers

professors

judges

PAs

Party

membership
2 4 1

� 0 0

15 The interviews were conducted either by Katarina Staroňová  or Ludmila Malikova, Associate 
Professor at the Political Science Department of Comenius University, Bratislava.

16 In 1998, the head of the offi ce position was political and only with the coming into effect of the 
Civil Service Act  in 1 April 2002 did this post become apolitical, One of the interviewed heads 
who was at the same time a member of the party left his position.
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Professional senior offi  cials – before their appointment to the post of gen-

eral directors – had a long history  of employment  in their respective specialty. 

Director generals from the Ministry of Justice  are former judges. Director gen-

erals from the Ministry of Education  come from Universities or were teachers/

directors in secondary schools. General directors from the Ministry of Labour 

used to be researchers in their fi eld of specialisation. Th us, the government  tried 

to depoliticise the level of professional offi  cials by bringing in specialists, and as 

one interviewee noted to “bring the work of the Ministry closer to the real world 

and practice by appointing practitioners into these positions.” In 2002, only one 

out of the six interviewed general directors are no longer senior offi  cials (because 

of death). Th e majority of civil servants below the senior offi  cials (heads of the 

units) came to the ministries during the previous governments from either sub-

ordinated institutions of the Ministry or from the NGO  sector – and none were 

involved in the political parties.

Both ministers perceive themselves to be key policy makers and leaders 

of their respective ministries, managing the organisation’s internal and external 

aspects. Both of them spend approximately half of their time on consulting, com-

municating and organising the agenda of/within the ministry with the senior 

staff , and their main eff ort focuses on “making things happen” (see Figure 4). Both 

of the ministers lead executive team meetings (minister, state secretary , head of 

the offi  ce and general directors) at least once a week, usually on Mondays, where 

all important decisions take place. Th e other half of their time is spent on man-

aging policy issues with external stakeholders  – ranging from interest groups, 

union representatives to political interests of coalition partners and members of 

parliament . Both of them spend considerable time focusing on relations between 

the ministry and the political leadership , particularly from the coalition partners. 

In this sense, both ministers perceived extreme pressure from coalition partners 

for the development of certain policies and personal representation  in public  

agencies. One of the ministers confessed that one coalition partner in particular 

exercised enormous pressure on him to fi ll the positions of senior offi  cials at the 

ministry from the ranks of the party.
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Figure 5

Senior Offi  cials and Heads of Units Role Perceptions  (1998-2002)

Note: Broker – focusing on relations between ministry and political leadership , inter-ministerial coordination, 

building coalitions across ministries. Interest groups – dealing with outside interest groups. Leader – ‘a person 

that can create followers’ rather than an attribute of position. Manager – pro-active orientation on personnel, 

budget and internal organization. Administrator – passive administrative role. Policy advisor – professional 

policy orientation˝.

Two state secretaries perceived themselves primarily as managers – partly of 

the ministry’s agenda and partly as policy advisors  in that agenda to the minister. 

Th e two state secretaries view this role as dominant – spending nearly their entire 

working time on policy issues and internal management (including budget prep-

aration and personal management). Both state secretaries agreed that the division 

of the agenda and responsibilities between the minister and him (whether each 

is responsible for own agenda or both are responsible together for a common 

agenda) is the best and most effi  cient approach for dealing with the broad tasks of 

a ministry. Th e particular division of labour between minister and state secretary  

depends on the particular minister. Around 15% of working time was spent on 

consultations in various governmental advisory bodies or with members of the 

parliament ; while negotiations for various interests represent another large area 

of working activities. Two other state secretaries, however, perceived their roles 

to be minimal, as they were responsible for only a very small, low priority part of 

the policy agenda. Th ey spent little time on management and policy issues and 

in their opinion, most, if not all, of the Ministry’s policy issues were dealt with 

by the minister (and in one case mostly by a head of the offi  ce). Consequently, 

these state secretaries spent more time in negotiations and consultations with 

colleagues from the parliament and coalitions, as well as at various public  events, 

ranging from opening a conference to leading press conferences

Th ese diff erent perceptions  of the roles of a state secretary  only confi rm the 

ambiguity of the role of the state secretary. As one of the “weak” state secretaries 

– a deputy ministry without formal authority  or much responsibility – stated “the 

role and functions of the state secretary are badly defi ned in the Slovak  legisla-

tion. Th e state secretary is entirely dependent on a minister and his delegation of 

authority, responsibilities and tasks – refl ecting the impact of a coalition govern-

External roles Internal roles

Broker
Interest

groups
Leader Manager

Policy

advisor
Administrator

Other

Political

Minister 50 50 media

15 5 20 60
State secretary

30 40 0 10 20

public

events

Professional

0 20 80
Head of office

20 20 60

Directorgenerals 5-20 25 50 50-100 15 lecturing

Unit head 1 10-20 0 10 20-30 50
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17 This head of the offi ce withdrew from the offi ce after the introduction of the Civil Service Law  
in April 2002 and publicly announced his planned political career. He urged all the other heads 
to follow his example – claiming that withdrawal from the party membership is less transparent 
than withdrawal from offi ce (and would not help depoliticise the offi ce). He is currently a minis-
ter in the current government , and the state secretary  in his ministry was also nominated by his 
party (even though she was not a member of the same party) based on her technical expertise.

ment  tensions refl ected in the minister-state secretary relations. All of the state 

secretaries, however, regardless of whether they are strong or weak, felt tremen-

dously the tensions among the coalition partners and complained how they are 

refl ected in the work of a ministry. One of them stated that “the instability within 

the coalition and inability to reach a common decision was always present in a 

daily work of the ministry which made the daily routine more diffi  cult”.

General directors perceived themselves as leaders and managers of their 

respective area within the ministry, as well as technically competent policy advi-

sors . Four of the interviewed directors’ generals were appointed in newly estab-

lished departments that they had to staff , set priorities for and develop activities 

for. One of the respondents noted that a lack of a predecessor in the newly created 

department comprised the most attractive part of his job, as he could establish 

the department according to his vision, was relatively free to prepare policies 

under his supervision (except for budgeting ), had given progress reports only 

weekly, and could claim credit for his achievements. Th e majority disliked the 

administrative/bureaucratic aspects of their post, particularly related to the exer-

cise of authority  (such as signing enormous amounts of documents). All the re-

spondents viewed their relationship to the political leadership  to be based strictly 

on their professional expertise.

Heads of the offi  ce perceived their role very diff erently – although such 

perceptions  have changed since the new Civil Service Law . One head of the offi  ce 

perceived his role to be administrative (managing the offi  ce), while in the case 

where the minister and state secretary  confl icted, the head of the offi  ce assumed 

de facto the role of a state secretary and that role was recognized as such widely. 

He noted that “my minister needs a trustworthy person so that he can divide the 

work load and fully concentrate on his part of the portfolio.” Th is offi  ce head 

could exercise independent leadership  and managed his part of the ministry 

(including personnel and policy making processes) while not intervening into 

inter-ministries relations. 17

Both political and professional senior civil servant perceive themselves, as 

well as their counterparts (political or professional), as playing an important role 

in the policy making process within the ministry (see Figure 5). Th e state secre-

taries have their freedom in priority setting and decision-making (if provided 

by the minister), which they perceive to be the dominant part of their agenda. If 

such freedom is not provided, they are ignored and do not take part in the policy 
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making process. One of the state secretaries noted that she felt her input took 

only 20% of her time. Th e director generals felt that they had enough freedom 

in priority setting and decision making, particularly for substantive issues – yet 

had only little infl uence on issues beyond their competence. Many of the director 

generals who came from the “real world” and started their job only in 1998 per-

ceived such involvement to be to their advantage because they understand “real” 

problems and have developed a useful set of contacts. While they recognized 

the role of the minister as a decision maker on political issues, they claimed that 

ministers are not suffi  ciently prepared for this role.

Figure 6

Perceptions  of Freedom in Priority Setting and Decision Making within Ministry

Heads of the units stated that they are left  out of the policy making and the 

decision-making process. Th ey perceive their legitimate role to consist of mainly 

the administrative task of preparing documents for their superiors, and some 

would prefer to have more professional freedom. Th ese heads complained about 

artifi cial deadlines which prevent them from producing high quality outputs, as 

well as the over-politicisation of priority setting at the expense of dealing with 

the most pressing issues. All the heads of units agreed with the statement that 

“for the good of the country, technical considerations must be given more weight 

than political factors in policy making.” Perceptions  of the heads of units towards 

politicians varied among the ministries; some perceived politicians as good lead-

ers endowed with good management skills and comparable with the best talent 

in the private sector. Other heads of units perceived politicians in the opposite 

light. Th e ministers’ and state secretaries’ personalities as well as their interaction 

(which was observed at all levels of the administration) best explain these diff er-

ences in perceptions .

Most of the senior offi  cials considered the policy making process to be relative-

ly eff ective. Th e professional civil servants complained about the time pressure and 

bureaucratic procedures under which they have to work. Th ey were dissatisfi ed with 

the amount of information at their disposal – particularly with access to information 

(as they are forced to spend a long time searching for relevant data) and the lack of 

Priority setting and Decision making within Ministry

Freedom (percent) Note

Political

minister 100 Pressure within coalition

state secretary 20 - 100 Pressure from minister

Professional

Head of office 20 - 100 Depends from minister

directors general 70 Freedom in substantive issues, priorities

unit head 30 Preparation of background material
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capacity to process and analyze data adequately, and the quality and objectivity of 

existing analyses at the ministries. Suggestions for improvement included system-

atic training that would increase civil service professionalism , the introduction of 

a merit-based system of promotion and the introduction of incentive systems. Th e 

improvement of the legislative process and its ‘humanisation’ (preparation of the 

draft  laws based on public  needs) were also suggestions for improvement.

Relationships among political and professional senior offi  cials are perceived 

to be fair on both sides and better than they used to be. However, both parties list 

low trust  as a key obstacle in the working relationships. Th e political senior of-

fi cials blame professionals for a lack of technical capacity, and professional senior 

offi  cials perceive their counterparts to lack necessary expertise for their work. 

One reason for low trust may be the continuing politicisation of the senior offi  cial 

posts (even though both senior offi  cials and also heads of the units agree about a 

general decrease of political infl uence in the execution of tasks and particularly 

aft er the adoption of the Civil Service Law ). Th e majority of the interviewees 

blame the weakness of the current Civil Service Law for on-going politicisation, 

and note that the Law is insuffi  cient for governing these politico-administrative 

relations. Th e instability and tensions engendered by rule by a broad party coali-

tion may be a second reason for such a lack of trust. Th ese tensions are refl ected 

within the ministry and are noticeable at even the third and fourth level of the 

hierarchy. One head of a unit commented on this situation by noting that “the 

way how parties cooperate is mirrored by the co-operation  of civil servants.” A 

reason for the lack of trust between politicians and professional senior offi  cials is 

due to the ambiguous defi nition of the state secretary ’s position – causing shift s 

in the ministry’s hierarchy and diff ering powers between state secretaries (some 

are ignored and others are very powerful). As a result, none of the senior offi  cials 

feel that the government  (and thus also the ministry) works as a team the interests 

of political parties prevail. Th e majority of suggestions for the improvement of 

relationships between politicians and professional senior offi  cials centered around 

creating conditions for greater respect for each other’s work.

Conclusion

Th e introduction of the Civil Service Law  in April 2002 brought clear defi nitions into 

the relations among Slovak  political and professional civil servants, and helped to 

depoliticize the civil service. Th e respondents of the public  sector perceptions  survey 

noted a general trend towards building up civil service professionalism . A weakly 

formulated Civil Service Law and missing defi nitions for civil servant responsibilities 

and roles in other laws, however, encourage diff ering interpretations of some posts, 

most notably the post of state secretary . As a result, the role of state secretary de-

pends on the minister and his defi nition, which can range from acceptance of a state 

secretary as his deputy, to the marginalisation  of this post. Senior offi  cials and unit 
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heads recognised that coalition government  fosters instability and confl icts between 

politicians and senior offi  cials, infl uencing their quality of work.
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Analyzing Policy Formulation in the Czech  Republic: 
The Case of the Temelin  Nuclear Reactor

Donald Fuller 

Introduction

While the public  policy process involves elected politicians and their sub-ordi-

nate bureaucracies, outside actors and institutions have policy interests expressed 

either through the formal legislative process, informal public /private interaction, 

or overt activities, such as public  demonstrations. Th e media  also infl uences 

policy through news and editorial reporting. Certain practices, such as referenda, 

may test the degree and magnitude of public  concern for public  policy issues. Yet, 

identifying the strength of outside ‘lobbying’ activity is diffi  cult given the range 

of inchoate infl uences (which may vary by issue, in intensity and size) obfuscat-

ing the link between such inputs and policy outcomes. Many policy issues may 

remain on the agenda indefi nitely (such as abortion or euthanasia), while others 

capture policy attention for short periods of time – waxing and waning.

If external actors are important in the policy making process, then the de-

velopment of civil society  would seem paramount for democratic development. 

Putnam  (1993) has argued that an important ingredient in democracy  is the de-

velopment of social capital  – signifi cant civic society  development is necessary 

to address public  policy issues. Without such a civil society, democratic develop-

ment will be retarded. Th is coupling of social capital and democracy, however, 

refl ects a Western perspective. Putnam’s contrast of the Italian northern regions 

(with their higher social capital) and southern regions (with their lower social 

capital) sought to demonstrate not only a link between civil society development 

and democracy, but also with the level of economic development.

Th is paper will evaluate the role of “civil society ” involvement in policy 

making for the specifi c example of the worrisome nuclear reactor  Temelin . While 

many Czech  groups expressed concern over the safety of the reactor, it continued 

to operate. As a post-communist country, the Czech  Republic has no history  of 

civic development and social capital , and where it does exist, it exists most likely 
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within government . Th e Czech  public  is wary, if not weary, of governmental ut-

terances and feels that policymaking is the ambit of policymakers . Yet, the public  

has little trust and respect for polticians – reducing the incentive mobilize ef-

fectively in order to buttress the development of democracy  – as shown in the 

Temelin case.

Temelin  Background

Th e Temelin  nuclear reactor  is based upon technology from Chernobyl , and con-

sists of two VVER-981V320 generators, each with a capacity of 890-megawatts, 

which can provide over 20% of the Czech  Republic’s power needs when the plant 

is fully operational. 1 Th e fi rst reactor was connected to the national grid in De-

cember, 2000, but was shut down in May, 2001, because of circuit and turbine 

problems, and remained closed to allow an European Union  (EU ) inspection 

team time to assess the plant’s safety. In August, 2001, the EU  inspection team 

found some minor fl aws that could be remedied and declared the plant safe. Th e 

fi rst reactor was restarted but shut down again within a week due to technical 

problems. Th e second reactor was started up in June, 2002 but was closed on 

March 6, 2003 due to “a leakage in the non-nuclear part” and was restarted on 

April 2, 2003. 2 Tests lasting 18 months have been planned, to determine if plant 

operators could reduce output or shut down the plant if needed. 3

Given these safety-related shut-downs, the Temelin  has generated sub-

stantial excitement both inside the Czech  Republic and among its neighboring 

states. Temelin is situated 60 kilometers from Austria  and Germany , ensuring that 

the eff ects of a nuclear disaster at Temelin would be felt in Germany and other 

bordering countries. Given such promixity, both Austria and Germany have ex-

pressed concern about the potential danger the Temelin poses. Th e Environmen-

talist Democrat Party (OeDP ), a small party in Bavaria , Germany, threatened on 

March 5, 2003, to boycott its own energy company (E.ON ) for allegedly reneging 

on its promise to refrain from buying energy from Temelin for distribution on 

the Bavarian electricity grid. Th e protest originated in Passau, near the Czech  

border, with the OeDP  alleging that the Passau Municipal Assembly  “shamelessly 

despises citizens”, and requesting (demanding might be more correct) that the 

municipality  boycott E.ON if it continues purchasing electricity from the Czech  

Temelin plant through the Czech  power authority  CEZ). 4 Civic groups, particu-

1   Much of the information from this paragraph was taken from the Energy Information Adminis-
tration in March 2002.

2   CEE News, March 7, 2003.
3   Ceske Noviny, April 2, 2003.
4   Ceske Noviny, March 6, 2003.
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larly those located near Temelin in or outside the Czech  Republic have demon-

strated against the continuation of the station.

Although the European Union  (EU ), has commented somewhat unfavora-

bly on the Czech  power station, it has determined that Temelin  is an “upgradable” 

station and has permitted it to operate. Workers at the plant themselves claimed 

that the technical problems were not associated with the reactors, hence declared 

that the plant was safe and that, in general, suffi  cient safeguards exist to protect 

the public  against any potential hazard. While there is no indication that EU  ac-

cession  will be contingent upon modifi cations or elimination of Temelin, such 

accession has not been supported on occasion by neighboring EU  countries who, 

when raising the Temelin issue, have threatened to veto Czech  accession. Such 

threats  have arisen during domestic elections in Austria  and Germany  and have 

subsided from time to time at the formal state level.

Th e costs and benefi ts of the Temelin  should be assessed against the next 

best alternative, which is hydrocarbon-based energy production. Th ere are cer-

tainly costs of an accident or even disaster at the Temelin, both of which are 

factors that need to be considered, as is the disposal of nuclear waste. Th e ben-

efi t, however, derives from reduced reliance on highly polluting coal and scarce 

natural gas, oil, and hydro-electric power (though there is some), and wind and 

solar power (though bordering Austria  uses limited wind power). Th e already 

high reliance on nuclear power for electricity production in the Czech  Republic 

(19% as opposed to 78% fossil fuel, 3% hydroelectric and 1% other) reveals the 

necessity of nuclear power. 5 Instead of switching, however, the risks  of a nuclear 

accident could be reduced through careful management.

While various groups have an interest in shutting down the plant, others, 

such as Westinghouse , the plant engineer and technical administrator, have inter-

ests in heightening its security  to the highest level and providing low cost (with 

or without externalities) electricity to Czech  customers. Th e balancing of these 

interests have resulted in government  preference for the status quo  – for the mo-

ment. Th e Czech  government has sought to privatize electrical energy – hoping 

to transfer a liability to the private sector – but so far, no sale has occurred. Th e 

government also has not announced any intention to close the reactor. Lacking 

any useful alternative to Temelin , unless the EU  denies accession  to the Czech  

Republic due to the Temelin, the government will maintain the status quo and live 

up to its agreement with Austria  (Melk Agreement) in which the Czech  Republic 

promises increased security for the Temelin. 6

5   CIA Factbook, 2003.
6   The Melk Agreement was signed on November 29, 2001 by Austrian Chancellor Schuessel and 

Czech  Prime Minister Zeman and agreed upon seven safety issues to be investigated and recon-
ciled (WISE News Communique, December 7, 2001).
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Th e standard public  policy model can be used to analyse government  policy 

toward the Temelin  and consists of the following components: problem identifi cation, 

issue defi nition, stakeholder analysis, options/alternatives, analysis and conclusions. 7

Policy Problem And Issues

Th e policy problem  revolves around the government ’s need to provide power 

to the power grid while remaining sensitive to dangers of nuclear power and 

the polluting eff ects of hydrocarbon fuels . Th e government does not foresee the 

availability of alternative energy sources and its policy seems to focus on accident 

prevention, on the assumption that the public  will tolerate the current amount 

of nuclear generated power in the current power grid in the absence of a nuclear 

accident.

Th e potential danger of a nuclear accident or explosion and subsequent 

harm to nearby populations is the salient issue aff ecting actors both within and 

outside the Czech  Republic. Th e extent to which low-polluting alternative power 

sources can be substitutued for potentially dangerous Temelin  generated nuclear 

power depends on a number of factors. Th e fi rst factor revolves around fi nding a 

publically tolerable electricity cost which includes externalities. Externalities are 

currently (and will probably remain) limited to maintenance and repair costs as 

opposed to any social costs incorporating the costs of pollution, the disposal of 

hazardous waste, or of an accident at the plant. Th e monopoly price for electricity 

is more likely to incorporate (or internalise) the social marginal cost to the con-

sumer than any a priori calculation which adds the costs of negative externalities 

to the market  price. Since the government  owns Temelin, maintenance and repair 

costs can be recovered from the public  budget rather than from electricity costs. 

If energy is to be fi nally privatised, the private provider would have to calculate 

and also to explicitly charge for external costs (probably remitting these to the 

public  budget). A private provider, however, is more likely to only charge for ac-

tual costs – namely private instead of social costs – and consider a return on in-

vestment as well as the costs of energy provision. Given the likely high mark-ups 

of a private energy monopoly, government regulation  would be required – and 

resisted by private providers who know that political pressure would encourage 

government to set too low a regulated price.

A second factor revolves around the decision to either purchase power 

from another country or purchase natural gas abroad and process domestically 

with low polluting thermal power plants. Purchasing natural gas from Russia  or 

7   See, for example, Dunn (1994), Weimer and Vining (1992) and Johnson (1991).
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another provider is tempting and Russia would be more interested in transport-

ing gas to Western Europe since revenue earned would be higher than for sales 

to former Soviet  countries. Yet, serious discussion has not surfaced offi  cially that 

the Czechs or the Russians would consider a gas ‘connection’ at present or in the 

future. A third factor revolves around reneging on a contract with Westinghouse  

(who is responsible for technically managing Temelin ). Th e Czech  government  

has contractual arrangements that must be honored in the absence of some criti-

cal lack of performance by Westinghouse. Even if the contract were renegotiable, 

the government would seem disinclined to renege – possibly refl ecting their de-

sire to use the company’s expertise and the view of the deal as a ‘fait accompli .’ 8 

A fourth factor revolves around continuing poor relations with two neighboring 

countries who could veto Czech  EU  accession . Th e Czech  government has ad-

dressed Austria ’s concerns (but not Germany ’s) through the signing of the Melk 

Agreement.

Th e Czech  government  has responded to concerns over the Temelin  when 

necessary. It responded, particularly, to the Austrians who, at the time, might have 

threatened an EU  veto and, somewhat less, public  demonstrations. Th e Czechs 

have engaged in a minimal amount of action without having to seriously consider 

Temelin closure in the immediate or near future. Czech  management of the ne-

gotiation of party interests ex parte (with the parties not being present) appears 

to have given each stakeholder something at the margin. Th e government did 

respond to demonstrators, although it did not seriously consider purchasing for-

eign natural gas. Westinghouse ’s contract remained secure. Austria  and Germany  

obtained the Melk Agreement which committed the Temelin to increased safety 

measures. Th e Czech  government forstayed formal protest against EU  accession .

Stakeholders  And Options

Stakeholders  in the Temelin  aff air comprise the Czech  government  and NGOs . 

Despite occasional demonstrations against the Temelin, and despite occasional 

outbursts from Austrian politicians such as Jorg Haider (largely confi ned to the 

November, 2002 election ), the Temelin issue for the government has somewhat 

subsided. Th e government did not raise the issue, except when it conspicuously 

reported shut downs for maintenance and testing, indicating responsiveness to 

safety considerations. Th e “anti-Temelin” movement has included NGOs, politi-

cians and other supporters, as shown in Table 1. Th e Hnuti DUHA has became 

8   Westinghouse , Temelin ’s technical manager, originally won the bid to manage Temelin under 
questionable circumstances. Having fi rst submitted a higher bid, allegedly thanks to insider in-
formation obtained from President Klaus’wife, the company resubmitted a lower winning bid.
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the primary organizer resulting in annual “blockades” at Temelin. 9 A “coalition” of 

groups continued local participation  during the 1990s.

Table 1

Organisations and Individuals Opposed to the Temelin 

Externally, following the Melk agreement, active demonstrations became 

less intense. A blockade conducted on November 30, 2002 by the Lower Austrian 

branch of the Stop Temelin  group resulted in a half hour blockade at Temelin. On 

April 17, 2003, four anti-nuclear activists fasted, in protest against Temelin, out-

side the Austrian Chancellor’s offi  ce in Vienna , resulting in the absence of a “de-

sirable result.” 11 Promising to continue applying pressure, the Salzburg Platform 

Against Nuclear Danger  threatened to fi le lawsuits against Temelin. 12 Th e result 

of Austrian protests have been to “numb” the Czech  participants.

Th e Czech  government  has a number of options or alternatives in its long-

term handling of the Temelin . As the EU  wants to increase the share of renewable 

energy resources use in total primary energy resources to 12% in 2010, the Czech  

government must search for reasonable alternative energies. 13 Coal is the most 

abundant energy source and is situated in lower Silesia, a region with high un-

employment . While a return to coal would militate unemployment, with existing 

technologies, air pollution would signifi cantly and undesirably increase. Insuffi  -

cient domestic natural gas (which is less polluting than coal) exists to to meet the 

9   WISE News Communique, October 20, 2003.
10 Later part of the Friends of the Earth International.
11 Cesky Noviny, April 17, 2003.
12 Cesky Noviny, April 17, 2003.
13 Hospodarske Noviny, April 3, 2002.
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Czech  Republic’s energy needs – and would thus need to be imported. Wind and 

solar power have not been utilized in the Czech  Republic. Hydro-electric power 

generation is limited to mountainous areas which cannot supply more than a 

small portion of the country’s energy needs.

Analysis

Putnam  has stressed the contribution of civic engagement to the political process 

– an engagement which appears lacking in the Czech  Republic. According to inter-

national comparisons in the Freedom House World Values Surveys , the Czechs do 

not surpass the international average in joining voluntary organizations, but they 

also do not stand out with high levels of regime disappointment either. Th e Czech  

data indicate a certain malaise toward politics , joining voluntary organizations and, 

in Putnam’s term, “cooperating to overcome social problems.”

Dowley and Silver (2002), using the Freedom House World Values Surveys , 

looked at several dimensions of democratisation  and social capital  while construct-

ing their own variable of participation  in voluntary organisations. 14 Some measures 

from the World Values Survey included questions such as ‘How interested would 

you say you are in politics ?’, ‘Participation in voluntary organizations,’ and social 

trust as measured by ‘Generally speaking, would you say most people can be trusted 

or that you can’t be too careful in dealing with people.’ Correlating the results of 

these questions, Dowley and Silver concluded that “social capital is not correlated 

with democratisation in these post-communist countries ” (including the Czech  

Republic). In fact, they found that “mean levels of social trust and organisational 

membership are consistently negatively related to levels of overall democratisation 

across the 20 post-communist countries” (Dowley and Silver, 2002: 509).

Dowley and Silver analyzed other descriptors looking at ‘regime performance’, 

‘democratic principle’ and ‘political institutions.’ Th ey found that “social capital  does 

not seem to contribute to democratic development” – postulating that minority 

populations would typically report lower levels of pride in the country and that ethnic 

pluralism might promote support for the political community. Th e Czech  data were 

taken, however, for Czechoslovakia , placing the Slovaks as the minority (as well as 

the Roma populations). Both the Czechs and Slovaks also exhibited little pride in the 

country (the Czechs slightly more negative than the Slovaks). Gaps between majority 

and minority groups were statistically signifi cant, and the Czechs and Slovaks in the 

early 1990s were “far more interested in politics  than the rest of the ethnic groups in 

14 Such voluntary organisations included church or religious organizations (later excluded by 
Dowley and Silver as they are ‘hierarchical’), sport or recreation organisations, art, music or edu-
cational organisations, trade unions, political parties, environmental organisations, professional 
associations, charitable and other voluntary organizations (Dowley and Silver, 2002: 508).
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the region…Th is high level of interest did not signal interest in the polity, but instead 

polarization and subsequent dissolution of the state”, ostensibly in separating Czecho-

slovakia in to the Czech  and Slovak  Republics ((Dowley and Silver, 2002: 518). 15 In-

deed, in multivariate analyses of social capital, they fi nd that “high levels of explicitly 

political interest among ethnic minorities  do not represent social capital in the mak-

ing, but perhaps political mobilization against democratic development.” 16

Civic activity has not mobilized the Czech  public  into supporting or being 

hostile to policies, including the policy toward to the Temelin  (with the possible 

exception of the split into the Czech  and Slovak  Republics). If policy change 

ocurred, it was due to external infl uences, such as the disparate reactions from 

NGOs  and scattered responses from Austria  and Germany  or the threat of losing 

EU  accession . With regard to the hunger strike previously mentioned, in Janu-

ary-February 2003, as Austrian activists commenced a series of hunger strikes 

that they promised would continue to Easter, the Czech  anti-nuclear organisa-

tions did not participate, commenting that, in the Czech  Republic, hunger strikes 

are not seen as a “form of protest that could address politicians and the public  

effi  ciently.” 17

Conclusion

At the present moment, the Czech  government  represents a major interest group 

and is in a position to exercise its power in favor of public  policy decisions that it 

supports while paying lip service to domestic interest groups. Competing interest 

groups such as environmental groups and trans-border interest groups (includ-

ing trans-border governments such as Austria  and Germany ), have been unable 

to counter Czech  government interests with public  pronouncements and dem-

onstrations. Th e government has preferred a ‘wait and see’ policy regarding the 

Temelin  nuclear reactor  plant. Capitalizing on a somewhat apathetic public  (in 

the Temelin case specifi cally), the government seems able to apply enough pres-

15 In contrast, the Russian  majority in Russia  was the least supportive of democratic principles, the 
least satisfi ed with their current government , and among the least confi dent in new governing 
institutions of the majority populations of the sample.

16 Observing a “peculiar trait of postcommunist societies, that since civil society  was destroyed by 
the communist regime, there are only a few weak civil associations, unions, interest organiza-
tions and autonomous communities” (Tokes, 2002, p.116). Vass noted in Hungary  “During the 
fi rst four years of the multiparty system the overpoliticized character of the public  and (to some 
extent) private spheres hindered the development of civil organizations…The activists and lead-
ers of civil groups became involved in party politics …Such ‘overlapping’ of personnel contributed 
more to party infl uence on civil society  than to infl uence on macropolitics by civil organiza-
tions.”

17 Ceske Noviny, February 20, 2003. Despite the rhetoric, the Austrian protest terminated after four 
hours.
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sure in favor of its policy preferences when needed. If pressure for policy change 

were to come, it would come from the EU  which is now emerging as an impor-

tant ‘interest group’ that may easily transcend the eff orts of Austria and Germany 

to object to Czech  nuclear power policy. Th e Czechs will, however, like the other 

EU  members, be able to challenge EU  intervention .

Th e eff ects of civic engagements on developing democracy  may suff er from 

a postcommunist overhang (or hangover) in which the Czech  public  is wary if 

not weary of civic action. In the short run, the public  is inclined to leave political 

agendas to the politicians – meaning that the avenue for postcommunist policy 

change may still reside primarily within the government .
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Toward an EU  Regional Policy: Challenges and 
Realities for Accession

Peter Szegvari 

Innovative approaches are needed to address the new functions of the regions in 

European Union  (EU ) accession  countries. Th e implementation of the European 

Common Regional Policy and the Principles of Subsidiarity opens new opportunities  

for the regions of the former transition  countries, given current social, economic 

and political disparities between municipalities, as well as increasing diff erences 

in regional administrative capacity and regional democracy . Th is paper will re-

view the role of the regions in the European Union and explore whether the diff er-

ent functions of regions would be relevant for accession countries.

Background: Toward a Regional Policy of the European 
Union ?

Currently, European Union  member country regions serve two functions. First, 

regions are used mainly as statistical, planning and programming entities imple-

menting the national government ’s regional development policy. Second, regions are 

semi-autonomous  or “sub-sovereign ” – with their own system of administration and 

governance. Given these two functions that EU  regions play, EU  policies of either 

serve the end of regionalisation , with its common structural and cohesion  policy, 

or the end of regionalism , with the modernization of public  administration  and 

the democratization of governance structures militating for the creation of a 

‘Common Administrative Space’ and ‘Europe of Regions.’

Th e diff erential institutionalisation of the EU ’s common and community policies 

refl ect these two diff ering regional functions (Nugent, 1997). While regional develop-

ment falls under the common structural and cohesion  policy under the Maastricht  

Treaty ’s First Pillar, public  administration  and regional governance issues belong to the 

Th ird Pillar. First Pillar policy  operates mainly through EU ’s autonomous institutions 

– the European Commission  using the Structural Funds. Th ird Pillar policy is based 

upon member country contributions, and is dominated by the European Council com-

plying with the Principle of Subsidiarity (Boulouis, 1991). Hence, while the First Pillar 
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has a direct eff ect on the national regional policies (because of the mandatory EU  regu-

lations and the decisions), the Th ird Pillar has an indirect eff ect because EU  directives 

are only recommendations to Member States and are implemented in accordance with 

national traditions and legal institutions (Rawlinson and Cornwell-Kally, 1994).

For accession , candidate countries should strengthen regional capacity (existing as 

statistical, planning and programming entities) to comply with the Common Regional 

Policy and to eff ectively and effi  ciently use Structural Funds and the Cohesion Fund. 1 A 

Regional Policy of the European Union  should be established. While no uniform model 

exists for a system of regional government  in the EU , some principles of regional democ-

racy  do present new challenges in accession country national governments. Th e imple-

mentation of some of these principles, advocated in Europe’s ‘New Public Management’ 

such as eff ectiveness, effi  ciency , quality and good governance , will pose new challenges 

mainly in the transition  countries (EC, 2001; EIPA, 2000). National governments should 

assess the role and function of the Regions in their Public Administration System, and 

if need be, strengthen Regional Authorities by delegating power from the National 

Government (through de-concentration  or decentralisation ). National Governments 

should also involve local governments (municipalities) in public  services management 

at the regional or sub-regional level (integration ). In the European Union, regional 

democracy is not directly regulated because it belongs to the Th ird Pillar – thus falling 

under Home and Justice Policy, and is implemented based on national law according 

to the principles enshrined in the acquis communautaire . Every member and candidate 

country should look aft er the broader construction of Europe which could be empha-

sized in the ‘European Charter of Regional Governance’ (EP, 1988; COR, 2000). To un-

derstand the role of subsidiarity  in such a Regional Charter requires an understanding 

of regional policy in the European Union (CCRE, 2002; EP, 2003).

Regional Policy in the European Union 

Signifi cant social and economic diff erences exist within the EU . Regional capacities 

represent the main structural obstacle for social/economic cohesion . Th ere is a more 

than a fi ve-fold diff erential in income between regions in the EU  – the Greek  Ipeiros 

Region has 44% of the average income of Europe’s regions, while Inner London  has 

224% of this average in 1998 (EUROSTAT, 1999). Six out of Europe’s 208 regions 

have 50% or less of Europe’s regional average income while 158 of these regions rate 

in the top 25%. 2 At the national level, within most of the member states, there is a 

twofold diff erence between the most developed and most underdeveloped regions 

1   The lack of regional absorption capacity for EU  funds is one of the reasons why the EU  suggested 
that accession  countries manage the Regional Operative Program at the national instead of re-
gional level until 2006.

2   According to the 1260/1999 ER on Structural Funds, any region which falls below 75% of Eu-
rope’s regional average income is eligibility for funds (EC, 1996/1c).
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(EC, 1996/1a). Th us the main goal of European Regional Policy should be to decrease 

income disparities by strengthening regional capacity and competitiveness.

Some domestic economic structural problems also create regional economic 

challenges, as some economic sectors, like mining, steel, shipping, textiles, and farm-

ing are regionally specifi c. Th e shift  from unproductive industrial or agricultural 

activity to more innovative production and service delivery can have large impacts 

on specifi c regions. Th us, another goal of European Regional Policy should be to 

(through subsidiarity ) aid the coordination of domestic regional policies.

As with regional income diff erentials, national diff erences can also reduce 

solidarity. With EU  enlargement of Greece , Spain  and Portugal  came the increasing 

polarisation of welfare (given these countries’ lagging levels of GDP). Accession of 

Central and Eastern European countries also led to member states’ recognition that 

economic convergence could be endangered unless social/economic cohesion  was 

strengthened (EC, 1996/1b). Th us, the Cohesion Fund was established in the Treaty 

of Maastricht . European Regional Policy included social/economic cohesion between 

the member countries and their regions. 3

Th e EU ’s Structural Policy is concerned with using fi nancial incentives and 

co-ordinating the domestic regional policy of member states. European Regional 

Policy harmonises with the other common and community policies, and promotes 

the implementation of regional policies, such as European Competition Policy, by 

using Structural Funds and Regional State  Aid to promote competitiveness. Since 

2000, the EU ’s Structural Policy has concentrated on including under-developed 

regions (those with incomes less than 75% of the European regional average, sub-

regions having signifi cant social and economic problems due to general economic 

or social change (such as mining), and other regions seeking to develop the human 

resources needed to strengthen the capacity of these areas and to ensure the social/

economic cohesion  at the regional level. 4

To achieve these objectives, European Structural Policy could be implemented 

according to the principle of subsidiarity  (Wallace and Young, 1997). Local, regional 

and national government  activities could be replaced by community policy sup-

plementing domestic regional policy, but should be limited by the principle of ad-

ditionality. Additionality would require that Structural Funds be used in cases when 

requesters’ resources do not completely (but partially) cover regional program ex-

3   The importance of such cohesion  dates back to Treaty of Rome  and has been expanded with 
the establishment of the European Regional Development Fund and the Committee of Regional 
Policy.

4   EC Regulation 1260/1999 allowed the low population  density areas of Finland and Sweden , 
France ’s Overseas Departments, the Canary Island, Azury Island, and Madeira special regional 
consideration (EC, 1996/1c). EC Regulation 1260/1999 provided money for regions in ‘heavy 
diffi culties’ as defi ned by high unemployment  rates, signifi cant poverty, environmental, high 
criminality, and low levels of education (EC, 1996/1c).
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penditure. Following the principle of co-ordination, more than one of the Structural 

Funds could be used to fund the same programme.

European Structural Policy should conform with the Community Support-

ing Framework (CSF ). Th e Framework is a mid-term agreement between the 

European Commission  and member states’ governments covering sectoral and 

regional policy. Th e Framework supports regional policy by mandating a regional 

development program based upon horizontal (inter-sectoral) as well as vertical 

(inter-governmental) consultation according to the principle of partnership . 5 Th e 

draft  review on European Structural Policy implementation mainly notes that 

regional policy seeks to harmonize the several community policies and tries to create 

coherence between them (especially for competition policy). Such harmonisa-

tion  can be achieved through the use of Structural Funds as well as through State  

subsidies or fi scal  expenditure.

Th e Treaty of Rome  viewed the supporting of a common regional policy 

as being consistent with the principles of competition policy through assisting 

underdeveloped or high unemployment  areas. Th is principle could also be imple-

mented in the member countries – State  subsidies could be given as part of national 

regional policy to support regions, which are lagging not only by EU  regional 

standards, but also by national standards. 6 Support to underdeveloped areas con-

sists of additional resources to promote job creation and the subsidies for current 

operating costs. 7 According to the 1988 European Commission  Directive on the 

National Regional Aid, national regional aid could be used only in disadvantaged 

areas to promote competitiveness and job creation (OJ C 74, 1998).

Principles and Requirements of Regional Policy

EU  primary legislation on the regional policy is less infl uential than secondary le-

gal norms and the acquis communautaire  (Prechal, 1995). Th ere are many princi-

ples and requirements of the European Regional Policy which should be adapted 

into the national regional policies of the accession  countries. Th e four principles 

Subsidiarity, Decentralisation , Partnership, and Openness/Participation are key 

principles of European Regional Policy.

5   Regional programs should also follow the “principle of programming” mandating the inclusion of 
social/economic considerations, an environmental impact assessment, as wel as a consideration 
of the programme’s strategy , objectives, measures, and resources When the initiator is a local or 
regional government , co-fi nancing arrangements between national and local authorities must 
also be included.

6   See the European Court Reports, 1987 (4013 and 4042 cases).
7   According to the European Court, additional resources should be proportional to original invest-

ment costs and the operating cost subsidies must be compatible with the principle of sustainabil-
ity.
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Subsidiarity promotes autonomy and responsibility in local community 

management of their own issues through encouraging the use of local resources 

and through recourse to national contributions when local resources are insuffi  -

cient. Th e principle of subsidiarity  is enforceable not only between the European 

Union  and its member states, but it is also relevant between national governments 

and local/regional ones (EC, 2001). By the principle of subsidiarity, national gov-

ernments should decentralise decision powers and strengthen the capacity of 

local/regional decision-makers . Th e principle of subsidiarity promotes regional 

as well as central decision-makers, and must determine national objectives and 

encourage local/regional decision-maker compliance with national regional pol-

icy. Unlike a command-based system, when central authority  decision-makers 

decide policy instead of local/regional authorities, central government  should co-

operate with the local/regional decision-makers – just like European institutions 

must co-operate with the national governments by the principle of subsidiarity 

(CRAM, 1997).

Th e principle of decentralisation  is closely linked with the principle of 

subsidiarity  and can be applied in areas where tasks are not managed effi  ciently 

or at all at the local/regional level (thus requiring higher level oversight). Decen-

tralisation  involves the delegation of power from the central level while promot-

ing cost-eff ectiveness and co-operation . Decentralisation  also requires citizen 

participation  in the policy-making process at all levels of governance – including 

at the European Union  level (Wallace and Young, 1997). Decisions are taken at 

the level in which the problem arose – keeping in mind the necessary balance 

between the principles of decentralisation and autonomy.

Th e partnership  principle requires participatory policy making at the 

regional level (Kirchner, 1992). Responsibilities and regional development pro-

grammes are shared between national and local/regional governments as well as 

between the public  and the private/civil sector. Th e partnership principle should 

also apply in the programming and planning of regional development, and the 

legitimacy  as well as effi  ciency  of regional development programmes require a 

‘bottom-up approach’ (CRAM, 1997).

Th e openness  principle ensures transparency  and accountability  in regional 

development policy making, especially for resource redistribution. Th e partici-

patory principle  could assist in local development planning and programming 

if stakeholder representation  in decision making bodies were improved (Wallace 

and Young, 1997). Both these principles seek decision participatory mechanisms 

involving the redistribution of the regional development resources. Th e openness 

and participatory principles are especially important for effi  cient and eff ective 

regional development because they promote the inclusion of local/regional re-

sources and the development of the ‘social capital ’ necessary for successful imple-

mentation. Spatial planning and regional development programming should be 
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legally regulated according to these principles and local/regional traditions and 

circumstances – while ensuring the rights of citizens and local communities to 

take part in regional development institutions and decisions.

Th ere are no general requirements – aside from compliance with general 

principles – for the institutions and the content of regional programs. Instead, 

regional policy measures must conform to requirements concerning their com-

plexity, co-ordination and co-operation , and systemicality. Regional policy must 

be ‘complex’ in the sense that a system of structural policy instruments and link-

ages with State  institutions must be developed. If sector policies do not address 

territorial aspects, or if regional policy instruments and institutions are separated 

from the wider system, regional policy objectives can either only be realised inef-

fi ciently or not at all. Without the complexity of the regional programming and 

development, regional policy goals could not be reached. Th us, all governmental 

bodies at the local, regional, national and European level must ensure the regional 

approach in economic and strategic sector decisions.

Th e success of regional policy mostly depends on the co-ordination and 

concentration  of stakeholders ’ activity, using resources for collectively-targeted 

objectives. Promoting the principle of partnership , vertical and horizontal co-

ordination (and co-operation  between the key-player in certain regional devel-

opment issues) enforces the regional policy approach – especially in regulation , 

the redistribution of resources, in service delivery and in economic development. 

Th us, such co-ordination applies only to sector and economic planning and in 

the redistribution of state aid. Th e public  administration  must also incorporate 

regional policy into its environmental, human resource development, and terri-

torial information systems. Systematicality  requires that regional policy is based 

on programmes which address surveyed needs, and is evaluated based on territo-

rial administrations’ choices of instruments. Systematicality  also implies that sup-

port for regional development should only be available if the project corresponds 

to the multi-annual programme for regional development.

Th e fi nancial instruments of regional policy should also comply with the 

requirements of harmonisation , decentralisation, concentration , additionality, pro-

gramme-orientation, multi-funding, and they must also be rule-based yet fl exible. 

Regional fi nance  should be harmonised with the national fi scal  and monetary 

policy . While regional policy impacts on territorial development, such development 

oft en depends more on nation-wide economic conditions and other factors, rather 

than regional policy (EC, 1996/1a). Regional policy fi nance should be harmonised 

with the general (European and national) fi scal and monetary (or economic) policy 

– and fi scal and monetary (or economic) policy should take precedence over re-

gional policy. Th e decentralisation  regional resource allocations should also link 

to the principles of subsidiarity  and the decentralisation. Local/regional develop-

ment seeks the support of the higher tiers of government  (including the European 
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level), but local and regional policy making (as well as national policymaking vis-

a-vis the EU ) should be determined by concrete objectives and measures aff ecting 

the distribution of regional resources and the use regional fi nancing instruments 

(such as debt -instruments). Such decentralisation requires the strengthening of 

local/regional fi nancial capacity as well as their own resources. Th e concentra-

tion of regional resources increases the eff ectiveness of regional policy by focusing 

on priority areas and preventing resource dissipation . Th ese resources should be 

concentrated in underdeveloped areas and the main priority should be the estab-

lishment of sustainable regional economies and job creation. Th e requirement of 

additionality suggests that in a market -oriented economy , regional policy should 

encourage local/regional actors to use their own resources for local/regional devel-

opment, which could be supported by national or European subsidies. Th e transpar-

ency  of the system requires regulation  by law, while the principle of openness  (and 

partnership ) requires that incentives should exist for the private sector to invest in 

the regional development. For projects supported by regional subsidies, addition-

ally, necessary own resources should be publicly disclosed.

Regional development must be supported by programmed fi nance  (rather 

than one-off  project fi nance) and, specifi cally, fi nancial instruments whose term 

structures and fl exibility match the possibly complex regional development 

programme structures and objectives. Th e regional development programme 

can sometimes involve multiple sectors and territorial aspects and fi nance from 

several sources (or multi-funding). More complex regional programmes with 

broader objectives should have priority fi nance. 8 Programming is related to the 

partnership  principle as the regional development programme’s preparation re-

quires vertical and horizontal co-ordination. Programming is also linked to the 

concentration  principle because the integration  of several objectives and sources 

of fi nance would require the prioritisation, and thus concentration of, fi nancing 

instruments. Finally, fi nancing should be ruled-based yet fl exible. Rule-based fi -

nancing decisions promote transparency  and accountability , yet fl exibility is also 

required to take into consideration special circumstances (EC, 1996/1d).

The Structure and Finance of Regional Policy

Th e European Statistics System try to match the two approaches to regions 

– treatment as semi-autonomous  entities and as representatives of the national 

government  – by developing an objective statistical classifi cation for territorial 

units (Dehousse, 1994; Cloos, 1994). Th e Nomenclature of Territorial Units for 

Statistics (NUTS ) provides a common yardstick to help survey the capacity and 

8   The preference for broad-objective programmes is one of the reasons why EC Regulation 1260/
1999 focuses on regional-level support for European Structural Funds (EC, 1996/1c).
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territorial problem of regions. Th e NUTS system defi nes three regional levels 

(NUTS I-III.) and two local ones (NUTS IV–V) for the regional development 

policy. Th is framework must be used by all member countries is based solely on the 

country’s own administrative units. Th e member states may, however, defi ne their 

own NUTS system – defi ning territorial units for statistical and planning purpos-

es, which do not became ‘sui generis’ administrative or political entities. Given the 

relative freedom of member states to defi ne NUTS regions, several such regions 

with diff erent sizes and populations (and especially with diff erent legal status) 

exist. In Portugal  for example, there are 5 + 2 NUTS level 2 regions for regional 

development policy, but these regions do not have a role in the country’s public  

administration  nor in regional self-government.

Diff erent nationally defi ned NUTS  systems limit the ability of the Euro-

pean-wide NUTS system to provide objectively comparable data across regions. 

In some cases, there is no direct correlation between the NUTS system and the 

country’s public  administration  structure. Th e European Commission  has been 

trying to reduce the ability of member states to defi ne their own NUTS systems. 

In 2001, the Commission prepared a proposal for a European Parliamentary and 

European Council regulation  establishing a common classifi cation of Territorial 

Units for Statistics. Th e standardization of the NUTS system will try to establish 

the best measures of regional areas for use in regional policy (and especially for 

lagging regions). 9

Th e historical development of the EU ’s regional policy is illustrated through 

its changing methods of fi nance . In 1975, the European Regional Development 

Fund (ERDF) was established as one of the main fi nancial instruments of Eu-

ropean structural policy, aiming at harmonising and improving common and 

community policies in the underdeveloped regions. 10 Th e three main fi nancial 

instruments currently used to support the implementation of the regional policy 

are Structural Funds, the Cohesion Fund, and the Community Initiatives Sup-

porting Framework.

9   Such a standard measure will rely on member states’ average measures which defi nes a “level 2” 
sub-region as having on average a population  of about 1.8 million people (Eurostat , 1999) With 
member state data, the Commission has proposed that the standard size of NUTS  level -2 sub-
region to be between 800 thousand to 3 million people (COM 83, 2001).

10 Regional policy concerns economic investments or the development of physical infrastructure  
(like in health, education, tourism, transport and telecommunication). Regional policy seeks 
to strengthen underdeveloped area capacity to promote competitiveness and innovation  – thus 
include Small and Medium Enterprise (SME) support and the research and technological innova-
tion. Social policy mostly aims at reducing unemployment  rates (especially in underdeveloped 
regions). Agrarian and rural development policy deals with the social/economic and environ-
mental problems of rural areas and with agrarian restructuring.
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Structural Funds are the most important fi nancial instrument of the struc-

tural regional policy. 11 Structural Funds are mainly used to encourage regional 

policy compliance (supported by the European Regional Development Fund), 

social policy (supported by the European Social Fund), and the implementation 

of the agrarian and rural development policy (supported by the European Agri-

cultural Guidance and Guarantee Fund). Structural Funds, as a proportion of the 

European Union  budget, have doubled from 1987 to 1993 (EC, 1996/1c). With the 

programme Agenda 2000, such funds cover more than one third part of the EU  

budget (EC, 1997).

Th e Cohesion Fund was established in 1993 in the Treaty of European Union  

for those countries with relatively weak economic performance. While the Co-

hesion Fund’s objectives broadly support the goals of structural policy, the fund 

is diff erent from Structural Funds (EC, 1996/1c). Eligibility for Cohesion Funds is 

based on absolute rather than the relative criteria of Structural Funds. 12 Th e Cohe-

sion Fund may be used solely for environmental and transport infrastructure  in-

vestments – and not only in underdeveloped regions – and even these funds must 

support the objectives of the European common and the national sector policies. 

Finally, Structural Funds prefer program fi nance  while Cohesion Funds mainly 

use project fi nance.

Th e Community Initiative Supporting Framework was established in 1988 to 

support certain community programs and equalize regional impacts of national 

regional policies. Th e Framework off ers incentives to co-operate on programmes 

that cannot be enforced by the member states or cannot be agreed through 

international/interregional co-operation . Agenda 2000 has determined that 

Framework resources should comprise 8% of the EU  budget and reduced the 

number of Framework objectives from 13 to 4 (EC, 1997). 13

11 There are other important fi nance  tools such as the Financial Instrument for Fisheries Guidance 
(FIFG) for the development of the agrarian and fi sheries structures (established in 1993) and the 
Cohesion Fund for the development of environmental and transport infrastructure . European In-
vestment Bank credits and special fi nancing services of the European Coal and Steel Community 
(ECSC) are also available.

12 Structural Funds can be used in less developed NUTS  sub-regions having income levels less than 
75% of the EU  average, while Cohesion Fund eligibility requires countries to have income levels 
below 90% of average EU  economic performance. Until 1994, Greece , Spain , Portugal  and Ire-
land were eligible for Cohersion funds – but after 1998 Ireland had 102% GDP of the average of 
the member states and continued to receive Cohesion Fund due to the EU ’s ‘phasing out’ method-
ology. All ten accession  countries will be eligible for Cohesion Funds. See European Commission  
DG for Economic and Financial Affairs (1998) for more information.

13 Four programmes could be supported by the Community Initiative Supporting Framework: Inter-
regional programmes supporting cross-border and transnational or interregional co-operation , 
Leader programmes promoting integrated rural development, Equal programmes focusing on 
reducing unemployment , and Urban programmes which fi nance  the revitalization of the cities.
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Regional Democracy in the European Union 

No uniform model or direct regulation  for the public  administration  and local 

government  system exists for the European Union . Th e lack of such a model 

militates for a role for regions in the ‘middle level’ level of the public  adminis-

tration system with ‘sub-sovereign ’ governance (such as local self-governments 

depending on the home policy of the particular member state). Such a role could 

be guided by the existing directives and principles of the European Union with 

regards to regional governance, which should be enforced by the member states 

in their own way, taking into account their domestic political circumstances and 

traditions. During the eLabouration of the ‘European Constitution ’, the role of 

regions for regional democracy  in the present and future European Union should 

be considered (Batley and Stoker, 1991; EP, 2003).

Regions have a role given the basic EU  principle of subsidiarity . Such sub-

sidiarity applies at all levels, European, national, regional and local (EC, 2001). 

Given subsidiarity, much European Union  policy favors the decentralisation 

of the domestic public  administration  system and the democratization of the 

member state governance, where regions have a preferred role and status in such 

decentralisation  and democratisation . 14 Th e accession  countries will face many 

of the same challenges in determining the role and function of their public  ad-

ministration regions and their local/regional government  structures. According 

to the principles of the Community Charter of Regionalisation (CCR), the member 

states must regulate in the Constitution  and in the laws the rights of the regions and 

the guarantees of constitutional or legal rights (EP, 1988). Th e CCR also stipulates 

that regional borders should not be changed without the region’s agreement, and 

regions should be given the legal right to bring presumed violation of their legal 

rights before a court. 15

Th e CCR describes the right of regional consultation in the national decision 

making process when decisions have an impact on the region and also advocates 

the right of regions to participate in European institutions and decision making proc-

esses. Th e CCR also advocates regional fi nancial autonomy (including regional 

taxation rights). Th e Committee of Regions of European Union  (COR) takes a 

more radical view of regional governance than the CCR proposing the decen-

tralisation  of real competencies from the central level (COR, 2000). Such “region-

14 For examples, see EP (1988), COR (2000), EC (2001), COR (2002) and EP (2003).
15 The CCR defi nes a region as “the biggest territorial administrative entity of the state” – a so 

called 'middle level' between the local and national governments. Regional governments require 
an elected body and an executive as well as the right of self-regulation . The region should have a 
general public  administrative authority  and clearly defi ned own as well as delegated responsibili-
ties from the central government .
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alism ” also aims not only at such decentralisation but also greater participation  in 

the decision-making processes of the European Union.

Such trends militate for regional self-government  management of regional 

tasks and responsibilities instead of simply on behalf of state public  administration  

authorities. Following current trends in the EU , the competencies of regions would 

cover regional economic policy, regional development aff airs, housing policy, tel-

ecommunication and transport infrastructure , energy and environmental policy, 

agriculture and fi sheries policy, education, research and innovation , culture and 

media  policy, public  health, sport and tourism, regional public  order and security . 

Th us, fi nancial and human resources should be shift ed from the de-concentrated 

regional state authorities to regional self-governments so that fi nancial resources 

are available (and regulated by law or even the Constitution ) to cover activities 

within their competency. 16 In general, the role of the regions extends beyond 

“regional policy” but also includes wider questions about the role of the whole 

public  administration and future institutional division of power. Th us, these 

questions cannot be determined by member states’ domestic policy — but will 

probably have to be determined by organisations like the European Parliament 

and their commitment to amend the Treaty of European Union . 17

Th e regions could be active participants in the decision-making process of 

the European Union . Regional governments have an interest in directly (through 

formal institutions) or indirectly infl uencing (through lobbying) European regu-

lation  on their responsibilities and the distribution of European funds between 

them (Van Schedelen, 2002). 18 While main decisions on the common policies, 

including regional policy, are mostly initiated by the Commission and adopted 

by the Council (and for certain issues aft er Parliamentary and even Committee 

discussion), regional/local governments could take part directly through their 

representatives as the member of the Committee of Regions of European Un-

ion (COR). 19 Th e Treaty of Maastricht  mandates obligatory consultation with 

the COR on educational, cultural and vocational issues, youth and public  health 

policy, the trans-European network, social and economic cohesion  and other is-

16 The delegation of power from the central level of governments to the regional/local levels under 
the umbrella of 'regionalism ’ could be characterized mostly as ‘decentralisation ’ instead of ‘de-
concentration ’ (Batley and Stoker, 1991).

17 The European Parliament have made a proposal to amend Article 6 (3) of Treaty of European 
Union  which states that “The Union shall respect the national identities of the Member States, 
their domestic structure and the autonomy of the regions and municipalities” (EP, 2003).

18 For more, see Wolesa (2002) and Holm (2002).
19 Regional representation  in the EU  depends on domestic regulation  and the agreement between 

the nation and regional/local governments.. Article 203 of the Treaty of Maastricht allows fed-
erationed nation-states (like Germany  and Austria ) to place regional government  representations 
in the Council when the Council deals with community regulation impacting the regions.
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sues which have relevance for the competencies of the regional governments. 

While the Treaty calls for mandatory consultation, it does not call for obligatory 

acceptance of COR recommendations. Th ese recommendations are oft en ac-

cepted though, due to the reducing institutional ‘democratic defi cit’ in the EU  

and to promote the legitimacy  of their decisions (Wallace and Young, 1997). Th e 

European Parliament has also advocated greater participation  of regional and 

local authorities in the European decision-making process, as early as the stage 

when Community policies and acts are being devised (EP, 2003). Th e European 

Parliament noted that a number of organizations should have the opportunity to 

take part in EU  discussions on behalf of the regional/local authorities including 

the Conference of Local and Regional Authorities in Europe, the Assembly of 

European Regions, the Association of European Border Regions, the Conference 

of Peripheral Maritime Regions, the Council of European Municipalities and Re-

gions, and the EUROCITIES (EP, 2003).

Conclusion

Th e principle of subsidiarity  opens new horizons for the regions in the European 

Union  to act like the partners of national governments and European institutions 

in the European policy-making process. Th ey shall have an increasingly signifi -

cant role in the European integration .
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Democratic, Decentralisation  and Effi cient Regional 
Governance: Politico-Administrative Relations in the 
Polish  Regions from 1989 to 2003

Tatiana Majcherkiewicz 

Introduction

A natural precondition for the creation of a democratic and effi  cient state consists 

of clearly defi ned political and administrative positions as well as the formation 

of a professional and apolitical civil service (Kurdycka, 1998; Grosse 2001). In 

contrast to the radical economic and political reforms, Polish  administrative (and 

civil service) reforms lagged substantially (Nunberg and Barbone, 1998).

Th e professional qualifi cations, and ethics, of politicians also comprises an 

important precondition, as Gintowt-Jankowicz (2000) notes, “Th e experience 

of countries with long democratic traditions shows that one of crucial factors 

although not the only one is administrative performance cannot be improved 

without improving the competence of the political class. It is a necessary 

requirement although it is not suffi  cient”.

Th e development of democracy  also requires the devolution  of political 

power – an issue particularly relevant to Central and Eastern Europe , which 

during socialism  went through an extreme form of centralisation . In Coalition 

governments, policy towards regional public  administration  and politico-ad-

ministrative relations can be distinguished through four main periods. First, 

(1989-1993) when the politico-administrative relations began to be defi ned and a 

fuzzy ‘borderline ’ existed between political and administrative personnel. Second, 

(1993-1997) when a spoils system was introduced and was used by successive 

governments to distribute posts among coalition partners; fi xing of ‘borderlines’ 

between political and administrative personnel was also undertaken. Th e third 

period, (1997-2001) saw the blossoming of the spoils system and attempts to 

redefi ne the politico-administrative ‘borderline ’. Th e fourth period, (2001-2003) 



112

Section III      Changing Relationship between the Nation and the Region

was the period when the ‘borderline ’ was formally defi ned, with attempts to ex-

pand political control on the civil service. 1

Lack of Division Between Administrative and Political 
Positions (1989-1993)

Aft er the Round Table Talks in Spring 1989, political changes intensifi ed, and at 

the end of August 1989 power went unexpectedly to Solidarity (the former anti-

communist social movement), with the appointment of the fi rst non-communist 

Prime Minister, Tadeusz Mazowiecki . Th e government  lasted for just over a year, 

followed by a succession of three post-Solidarity governments. Th ese frequent 

changes of governments were accompanied by the appointment of new ministers 

(with the exception of the second Bielecki  government, in which 8 out of 19 min-

isters came from Mazowiecki ’s government). Personnel changes at the regional 

level were relatively uncommon. However, Mazowiecki  was the most active in the 

appointment of new voivodes  (heads of public  administration  in regions), having 

appointed 43 voivodes  out of a total of 49, but even his extensive changes were 

delayed for a year, compared to national level changes. His successor, Bielecki , ap-

pointed only 12 new voivodes  and similar trends were seen in the last two post-

Solidarity governments.

Figure 1

A Chronology of the First Two Eras of Polish  Government

Post-Solidarity Governments

12 September 1989 to 14 December 1990  Tadeusz Mazowiecki 

12 January 1991 to 5 December 1991  Jan Krzysztof Bielecki 

23 December 1991 to 5 June 1992  Jan Olszewski 

July 1992 – May 1993  Hanna Suchocka 

Post-Communist Governments

26 October 1993 to 1 March 1995 Waldemar Pawlak 

4 March. 1995- 26 Jan 1996 Józef Oleksy

15 February 1996 to 31 October 1997 Włodzimierz Cimoszewicz

Th e politico-administrative relationships during the string of post-Solidar-

ity governments were “revolutionary” – in relation to government  policies in gen-

eral, they only began to be formulated with Solidarity’s sudden and unexpected 

1   For more information about the development of national level politico-administrative relations, 
see Majcherkiewicz  (2004).
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rise to power. Prime Minister Mazowiecki  and Solidarity lacked a comprehensive 

vision for the political and administrative transition  from a socialist to a demo-

cratic state (Dudek, 2002: 99-100). 2

Th e unexpected shift  of power to Solidarity in June 1989 also had an infl u-

ence on personnel policy, for Solidarity, which was completely unprepared to 

create a national government . As a consequence, there was no coherent policy to-

wards regional administrations (changes started only with a year delay in 1990). 

All four post-Solidarity governments have shown limited adaptation to the chal-

lenges of forming governments and to the challenges of ruling in the regions, 

because they lacked their own political and administrative cadres.

No clear criteria for qualifi cations or education were required to enter the 

new administration (being in opposition was the primary criteria for appointment, 

and lack of administrative experience came to be seen as a virtue), and careers 

usually progressed quickly for outsiders who, before 1989 did not have any con-

tact with politics  or administration (this meant that they were not exposed to the 

administrative practice of communist nomenklatura ). Moreover, there were not 

any political and professional barriers for entering the administration, which could 

exclude certain groups (for example party membership only became a critical pre-

condition later, during the post-communist and post-Solidarity tenure, i.e., since 

1993). Finally, no clear procedures for divisions between political and administra-

tive posts were developed, and in relation to ministers and voivodes , there was no 

spoils system, and a group of expert non-party members were oft en appointed

Not all characteristics of personnel policy in administration were, however, 

‘revolutionary’. During the start of the Mazowiecki  government , the communist 

party (PZPR) and its political heirs controlled the army and the security  forces. 

Geopolitical factors – the uncertainty over the acceptance of Soviet  Union, for 

example – had to be taken into consideration, such that confrontation with them 

was dangerous. Communist party candidates would need to be ministers of in-

ternal aff airs and defence (Dudek, 2002: 77). Mazowiecki , in his inauguration 

speech in the Parliament (the Sejm ), noted that he had not planned to divide the 

past from the present with a “thick line” (gruba kreska ), and instead, aimed to 

concentrate on the current economic situation. 3 Th is phrase was oft en used as 

proof for criticising Mazowiecki  for being over-cautious towards communism in 

2   Economic management was the exception, where the appointment of Balcerowicz as minister of 
fi nance  and deputy prime minister led to radical and comprehensive economic reform .

3   Fear of nomenklatura  opposition to the formation of a new government  also drove the “thick 
line” policy. However, as Geremek and Żakowski (1990) recollect, the nomenklatura  – who were 
accustomed to being subservient, accepted the new authority  with their same subservience. The 
greatest stumbling block for effi cient administrative performance was the inability to make deci-
sions and the acceptance of responsibility for them (this was because, during socialism , decisions 
were taken by the communist party, not administrative institutions).
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general, and towards personnel changes in particular, for not restricting access of 

the former nomenklatura  (Dudek, 2002: 102-103).

Few military generals were changed and Mazowiecki  refused to form a 

completely new intelligence service. Despite the cautious approach, Roszkowski 

(2001: 408-409) more optimistically focuses on Mazowiecki ’s action to ‘end the 

police state’, following the passage of the law forbidding party membership in the 

army and police, and a gradualist approach to personnel changes, which was, ac-

cording to him, necessary at that time. Th e most important personnel reshuffl  e 

took place in July 1990, when three post-communist ministers were dismissed. 4 

In other ministries, however, changes were very moderate and by December 1990, 

18 out of 24 ministers had preserved their positions. 5

Th e changes in regional personnel policy, in the voivodships, was much more 

extensive, albeit more gradual. Until June 1990, only 23 out of 49 voivodes  were 

newly appointed. By the time Mazowiecki  left  offi  ce, however, only four remained 

unchanged. Th e number of deputy voivodes  decreased, from three to one in every 

region. As a result, 149 deputy voivodes  were dismissed and only 43 were ap-

pointed. Th ose who came were mostly formally non-party members tied to Citi-

zens Committees or members of Solidarity (Frydrykiewicz and Reszka, 1996).

Mazowiecki ’s greatest achievement, though, was the establishment of local 

government . Given the predominance of sectoral interests in and among vari-

ous ministries and weak government coherence, local government reform  was 

introduced in 1990 in an attempt to partially modify the central administrative 

structure through the decentralisation  of competencies to local administration 

(Regulski, 2000). Decentralisation  aimed at adapting the state to its new demo-

cratic role and to improving its performance, however, the whole administration 

(local, regional and central) was required to break with the socialist legacy. Th e 

regional administration was supposed to be subsequently reformed through the 

merger of 49 weak voivodships [regions] into 12 regions, which would be able to 

take over the new competencies. 6

4   Kiszczak – the minister of internal affairs, Siwicki – the minister of defence and Wielądek – min-
ister of transport and sea industry.

5   The most serious changes took place in the ministry of education (with fi ve new deputy min-
isters), in the ministry of the environment (also fi ve new deputy ministers) and in the fi nance  
ministry (three). These 38 new appointments were the result of only 25 dismissals, with 13 posi-
tions being newly established (Dudek, 2002: 101).

6   As a consequence of the round table agreement, the central level was considered to be the strong-
hold of communist power, and thus reform  naturally started by decentralising power to local 
government , and replacing the existing local-level state administration with a self-governing one 
at the community level. A bottom-up approach was adopted, such that the next stages of reform 
were to be focused in the districts and the regions, with the central administration following 
last.
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Jan Krzysztof Bielecki ’s personnel policy limited politicisation, as independ-

ents had access to senior positions. Members of fi ve coalition parties made up only 

45% of the government , and 55% were ‘independent’. Such a high representation  

of independents also shows that new parties began to crystallise. His personnel 

policy also involved minimal changes (Chamj, 1988: 54-55). Bielecki ’s government 

represented continuity in government and regional administration, as 8 out of 19 

ministers came from Mazowiecki ’s government, and only 12 new voivodes  and 

17 deputy voivodes  were appointed (Frydrykiewicz and Reszka, 1996). In central 

government, the minister of industry, Zawiślak , was replaced by Bochniarz, and 

the chairman of the Polish  central Bank Wójtowicz was dismissed.

Smaller parties, excluding the largest parties of the Democratic Union (UD ), 

formed the third post-Solidarity government  under Prime Minister Olszewski . As 

a result, the minority government had to cope, throughout the whole period, with 

the challenges of enlarging the coalition. Th e temporary character of government 

also led to a lack of long-term policies. Its personnel policy included dismissals, 

not only for post-communists, but also for other members of the post-Solidarity 

camp, with the UD  demanding the end of personnel changes for UD  members 

in ministerial administrations as a precondition for talks to enlarge the coalition 

(Dudek 2002: 247). In his initial speech, Olszewski criticised not only the post-

communists, but also two earlier post-Solidarity governments, and vowed to 

break with the policy of these governments.

Personnel changes also took place in regional administration. During a 

January 1992 meeting with the regional governors, the new director of the Offi  ce 

of Ministers Council, with responsibility for regional administration, Wojciech 

Włodarczyk , declared quite contradictorily that in his personnel appointments, 

“political sympathies will not be taken into consideration – but he added – the 

senior administrative offi  cials cannot be completely apolitical, as each govern-

ment  has it own political base.” According to Lipszyc and Wielopolska (1993), this 

declaration led regional politicians of one of post-Solidarity party, the Central 

Union (PC), as well as other temporal regional post-Solidarity political coalitions 

to demand for voivode changes. Nevertheless, relatively few changes occurred (es-

pecially when compared with the spoils system introduced aft er 1993), as he dis-

missed only 8 voivodes  and 6 deputy voivodes  (Frydrykiewicz and Reszka, 1996).

Th e last of the early post-Solidarity governments – Suchocka ’s government  

– demonstrated the high politicisation and fragmentation of the Solidarity camp, 

which also began to be seen in relation to voivode positions. Aft er the collapse of 

Suchocka’s government, the prime minister declared that she hoped that over a 

(distant) period of time, the voivodes  would be included in the category of apo-

litical civil servants. During her tenure (as well as those of other post-Solidarity 

governments), however, the position of voivode was highly politicised and sev-

eral of them and their deputies stood in parliamentary elections (though none 
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were elected). 7 Suchocka dismissed 8 voivodes , two voivodes  of which were PC 

members of parliament  who, together with the PC parliamentary club, voted 

against the government budget. Th is was seen, by Suchocka, as a ‘drastic infringe-

ment of voivodes ’ duties’ (Frydrykiewicz and Reszka, 1996).

To sum up, in the fi rst post-Solidarity period, the division of pool of spoils 

was not defi ned at either the central or the regional level. Th e positions of voivodes  

were interpreted as administrative although, in reality, they were sometimes po-

liticised. Th ere was only a gradual recognition of the need to develop a person-

nel policy as a means of preserving political power; at the beginning, personnel 

policy and management of administration were seen as of secondary importance, 

with the primary importance being economic and political transition . 8

Introduction of a Spoils System (1993-1997)

Th e post-communists came to power on 19 September 1993 in early parliamen-

tary elections resulting from post-Solidarity squabbling. Th e three succeeding 

governments were based on this coalition (post-communist the Democratic Left  

Alliance [SLD] and Peasant party [PSL ]). Th is shift  of power started the next stage 

of the administrative transition . Th is next stage was defi ned by the end of the 

revolutionary period of spontaneous government ’s actions and the introduction 

of formal arrangements between coalition partners – as well as the establishment 

of a spoils system and the postponement of regional administration reform .

Th e coalition agreement in 1993 started the spoils system. It was decided 

that a representative of the Polish  Peasant Party would become the prime min-

ister. Th e spoils was to be applied only to some ministries (to which it was not 

defi ned in the document) and they declared that personnel changes would be 

minimised, and that an apolitical civil service would be established in the central 

administration.

Pawlak ’s government  vividly illustrates the introduction of a radical ver-

sion of a spoils system (radical changes to the earlier attempts of Post-Solidarity’s 

government to limit political sphere). In the ministries, the new government dis-

missed 50 senior employees and during the fi rst hundred days, 19 voivodes  were 

dismissed (Koral, 1994). Minister Strąk , was responsible for regional administra-

tion and, in opposition to proposals that were evolving during the post-Solidarity 

7   By that time, Bohadnowicz from Łódź was the longest tenured voivode (appointed by Mazow-
iecki  in 1989) and three deputy voivodes  had been appointed under socialism , one of them in 
1984 (Lipszyc and Wielopolska, 1993).

8   The lack of developed personnel policy led Balcerowicz to recollect, after the post-Solidarity par-
ties lost the 1993 parliamentary elections, that the creation of its own cadres made it important 
for parties conducting reforms to guarantee the continuation of reform .
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period for the legislative regulation  of voivodes ’ positions, openly declared for 

the fi rst time that voivodes ’ positions were political, not administrative. He also 

radically changed the philosophy of relations between political and administra-

tive spheres. For the fi rst time, a signifi cant rise in the numbers of political ap-

pointments was proposed. 9 Extensive personnel changes would accompany each 

change of government, as voivodes , their deputies and other senior offi  cials would 

be forced to automatically resign; this concept came into eff ect in 1997. Strąk used 

the French system to justify this policy, where, he claimed, about 60% of prefects 

are changed aft er each change of government. Such change also refl ects the will 

of the voters who voted for the new government. In consequence, the regional 

administration were purged, with the dismissal of 32 voivodes  out of 49, and with 

the dismissal of 34 deputy voivodes  (Frydrykiewicz and Reszka, 1996).

Moreover, a new criteria for appointments, especially in central administra-

tion, was clientelism , which led appointments to be based on acquaintance with 

the prime minister (Groblewski and Lipszyc, 1994). Strąk  openly declared “In 

reality, the former offi  cials are returning. Th at is normal. During the past four 

years, the young angry men introduced reform , which could not be done without 

the former offi  cials. Now they are returning to new structures and adjusting eve-

rything” (Dudek, 2002: 364).

Since the formation of Waldermar Pawlak ’s government  in 1993, there were 

attempts to monopolise governmental policy by the Peasant Party. Th is was also 

very evident in personnel policy. Th e division of the spoils system by the prime 

minister represented an attempt by one coalition member to take over most gov-

ernment positions. Th e PSL  (Peasant Party) did not take into consideration elector-

al arithmetic in deciding on the division of posts. Prime Minister Pawlak , although 

a leader of the PSL , was the junior partner in the post-communist coalition, and 

nevertheless ensured that the PSL  gained 19 voivode posts while only two went to 

supporters of the SLD. 10 Such an uneven distribution of posts violated the earlier 

agreement dividing voivode positions within the coalition according to whether the 

PSL  or the SLD dominated the parliamentary election  in a particular voivodship. 

Th e most fl agrant violation of the agreement occurred in the two voivodships of 

Wrocław  and Katowice, where the SLD had twice as many votes as the PSL .

When the prime minister’s post went to the post-communist SLD Oleksy, the 

purge went the other way aft er a half a year’s rule. Roughly 48 deputy ministers and 

9   Despite the post-Solidarity elite’s internal fi ghts, their positions were not widely seen as the 
“spoils of [electoral] victory”. The appointment of people from various political groups was pos-
sible, especially as they wished to break with the nomenklatura  style of exclusively appointing 
communist party members. Yet, they tried to pay more attention to professional abilities and did 
not wish to exclude the opposition completely.

10 In the 1993 election , the PSL  gained 29% compared with the SLD’s 37% (Dudek, 2002: 348).
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director generals had been replaced, compared to an estimated 67 that were changed 

(out of 145 senior offi  cials) during the year tenure of Pawlak  (Henzler and Olszewska, 

1995). 11 Rydlewski (2001: 83-4) notes for the 1990s that the very high correlation be-

tween frequent government  changes and the lack of stable administrative cadres was 

criticised by foreign experts, such as the European Commission , in November 1998.

Th e shift  of power to post-communist government  meant the end of post-

Solidarity governments’ comprehensive vision of administrative reform , which 

was signifi cantly curtailed, as it was limited only to central administration (al-

though assisted by the introduction of the 1996 Civil Service Act ). Aft er the for-

mation of Pawlak ’s government, the whole set of parliamentary bills prepared by 

the Suchocka  government, which were proposing systemic administrative reform, 

was rejected; the territorial reform of districts and regions was also abandoned.

During Prime Minister Pawlak ’s tenure, work on civil service status began 

as a modifi cation to the 1982 socialist bill on administrative employees instead 

of as a continuation of post-Solidarity projects (Izdebski 1996: 312-313). Th e 

continuation of work on the Civil Service Act  resulted in the creation of the 

Civil Service Act on 5 July 1996, under Prime Minister Cimoszewicz (Izdebski 

and Kulesza 1999: 218). Th e Civil Service Act was part of central administration 

reform . Th is reform decreased the number of ministries, creating a much more 

coherent structure. Th e division of administrative and political position began 

to be much clearer, as separate administrative and political sections were created 

in ministries. Th e position of secretary and deputy secretary of state, secretaries 

and in regional administration, voivodes  and deputy voivodes  (around 200 offi  -

cials) became defi ned as political offi  cials who would automatically hand in their 

resignations with the collapse of a government , although the new prime minister 

would not have to accept their resignations. Th e director generals in ministries 

and in voivodship (regional) offi  ces became the highest administrative positions, 

which were to remain unchanged irrespective of changes in government (Izdeb-

ski and Kulesza, 1999: 146). In addition, the constitution of 1997 forbade uniting 

the functions of Members of Parliament or senators with positions in public  ad-

ministration , except for ministers and deputy ministers which, since 1996, were 

defi ned as political rather than administrative (Rydlewski, 2000: 84).

Th e Polish  Civil Service model (according to 1996 Act) was to be created 

evolutionarily, thus for the transitional period, would cover only some adminis-

trative employees (Kaźmierski, 1997). 12 As a result, two categories were formed. 

11 Among those changed were fi ve voivodes  and seven deputy voivodes  (Frydrykiewicz and Reszka, 
1996).

12 A selective defi nition for civil servants contrasted with the extensively defi ned French civil service 
(accounting for about 2.5 million offi cials from a variety of activities including policemen) and 
the British system (with its much smaller 600 thousand employees).
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First, civil servants – ‘the elite’ – nominated by the chief of the civil service offi  cials 

(aft er qualifying through the civil service commission). Th e second group, ‘the 

rest’ – were the public  administration  employees. Among the civil servants, there 

were four categories. Th e Act required seven years’ work experience in adminis-

tration for the most senior positions, automatically excluding civil servants who 

had not worked in administration before the collapse of communism. In 1997, 

selection procedures for civil servants nearly completely excluded anyone who 

was not a supporter of the SLD or (to some extent) the PSL . Meanwhile, Miller , 

the minister of internal aff airs and administration prior to the autumn election  

of 1997, appointed a whole new set of directors general (48 out of 49 regions) in 

June, whose position was defi ned to be formally administrative, and thus should 

be preserved aft er the change of government  (Roszkowski, 2001: 436). Among 

the new director generals, 11 belonged to the PSL , 4 to the SLD and the rest were 

non-party members. Offi  cially appointment to this position required political 

neutrality, requiring directors general to either decline the appointment or to 

renounce their party membership. Nevertheless, PSL  politicians argued that the 

statistics were not refl ective of political realities as current non-party members 

were all former senior communist apparatchiki and sympathisers of the SLD 

(Wróbel, 1997; Subotic, 1997). Th e PSL  protested that these appointments were 

not apolitical but were, rather, spoils (Czaczkowska and Kieszkowski, 1997).

Th e central administration reform  closed the fast-track advancement of 

graduates of the National School of Public Administration while enhancing the 

likelihood of the promotion of communist apparatchiks (Nunberg, 1999: 45; 

Dudek, 2002: 437).

Buzek ’s Post-Solidarity Government – ‘The long-lasting 
government ’ of 1997-2001

Th e elections on 21 September 1997 led to the formation of Jerzy Buzek ’s govern-

ment  under the umbrella of Solidarity Electoral Action (AWS ), the loose bloc 

of post-Solidarity parties and the Freedom Union (UW ). Th e composition of 

Buzek ’s government demonstrates AWS ’s strong position, as 72% of ministers 

were from this party. Th e electoral results were rather unfavourable for the UW  

who secured only one-third the number of seats as the AWS . Two deputy prime 

minister positions were aimed at weakening UW  infl uence and the Freedom 

Union in the majority received only deputy-type positions, such as deputy prime 

ministers, deputy spokesmen of the Sejm , and Senat .

Th e expectation of possible confl ict within the coalition led to a level of at-

tention toward personnel policy in the coalition agreement, not seen since 1989. 

Despite the attempt to eliminate possible doubts over the division of spoils, this 

government  was the least successful in its personnel policy, which was one seri-
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ous co-factor in the break-up of the coalition government. Personnel policy as-

sumed that such a division should refl ect the will of the population , as measured 

by the number of votes cast for each of the coalition parties. According to the 

coalition agreement, the prime minister would be from the AWS , but must be ac-

cepted by the UW . Th e deputy prime minister would be from the UW , and would 

be accepted by the AWS . A detailed division of ministerial posts was also decided, 

and detailed regulations governed their appointment to the regional administra-

tion – the AWS  proposed candidates for voivodes  and the UW  for their deputies 

(except in 12 out of 49 regions where UW  voivodes  were to be appointed with 

AWS  deputies). Two candidatures were proposed for every position, with the 

prime minister making the fi nal choice.

Buzek ’s government  engaged in territorial reform . On 1 January 1999, 49 

weak voivodships were merged into 16 much stronger regions. Again, political 

bargaining between national and regional politicians of the AWS  and UW  de-

termined the division of voivodes ’ post and aft er reform, AWS  predominance 

increased even further. 13 Th e UW  lost all sixteen fi rst deputy voivodes  positions, 

half (8) of the second deputy voivode positions, and the AWS  took all the voivode 

positions (Rydlewki 2000: 55). Under Buzek ’s government, the spoils system ex-

panded. Its fi rst decisions extensively replaced the cadres in central and regional 

administration, beginning with the replacement  of the deputy ministers of for-

eign aff airs, defence, internal aff airs and administration, and the State  Protection 

Offi  ce, and quickly spreading to all ministers, boards of state-owned companies 

and security  forces (Roszkowski, 2001: 448; Dudek, 2002: 455-6). As Dudek com-

ments, a tendency to extreme politicisation of appointments appeared in Poland , 

seemingly mirroring the socialist nomenklatura  system, under which appoint-

ments required political approval.

During AWS ’s electoral campaign, Kaczyński referred to the coexistence 

within AWS  of the political grouping of contradictory political aims – starting 

with conservative liberals and ending with radical trade unionists – but stand-

ing in election  together for pragmatic reasons. “Now it is f****** time for us to 

come to power” became the vulgar yet popular phrase (Mikołajczyk, 2002: 305). 

Krzaklewski (1997) openly declared that ‘the cancerous communist tissue’ has to 

be cut out – through the capture of about 200 senior administrative positions for 

the AWS . In consequence, long-term trade union activists took over the senior 

13 The junior coalition partner, the Freedom Union, used the reform  of regional administration to 
propose the formation of a “corps of voivodes ” which would represent the prime minister instead 
of regional interests (which depend on regional MPs and over-concentration  on regional interests 
rather than coherent government  policy). However, this proposal met strong resistance from the 
AWS , the senior coalition partner.
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positions in state institutions, partly due to the pressure of its echelons, but also 

due to the lack of its own qualifi ed and trustworthy cadres. 14

Buzek ’s government  personnel policy has also to be analysed at the level 

below political appointees  (presented above) in relation to civil service. In this 

area, two trends are observable, fi rst, rejection of the personnel policy of its 

predecessors, due to the fact that one of Buzek ’s fi rst decisions was to waive the 

examination requirements for civil servants. In 1997, out of 105,000 administra-

tive employees, only one hundred of them passed the examination and received 

a civil servant nomination (Wróbel, 1999).

Second, in the long term they were advocates of the professional and stable 

civil service. On 18 December 1998, the new Civil Service Act  replaced the 5 July 

1996 post-communist act, which the new coalition saw as highly politicised. Th e 

act requires a Masters Degree, the knowledge foreign language, 15 an administra-

tive apprenticeship for new recruits, (with the exception of graduates of the Na-

tional School of Public Administration, who are exempt (at that time about 350 

graduates)). Th e act established nine grades of civil servants and, aft er nomina-

tion, the highest grade is awarded. Applicants for nomination must be employees 

with two years’ apprenticeship, a master’s degree, knowledge of at least one for-

eign language, and must have passed examinations conducted by the chairman of 

the Civil Service. 16 Separate regulations apply to about 2,500 senior (managerial) 

civil servants positions, which are defi ned in the Act as chairman of Chancellery 

of Prime Minister, directors of departments and their deputies in ministries and 

central offi  ces, directors of departments and their deputies in regional offi  ces. 

Appointment to these positions are made by the prime minister as a result of a 

competitive procedure, aft er the recommendation of the chief of the Civil Service 

and aft er consultation with the relevant minister or director of the central offi  ce 

or voivode (Leoński, 2000: 220).

14 One appointee became Alot, director of the pension scheme offi ce, ‘The Offi ce of Social Security’ 
(ZUS); after a media  campaign, he was dismissed. The last month of the AWS  minority govern-
ment  showed the full scale of AWS ’s incompetence and corruption , with the minister of sport, 
Dębski, being killed in mafi a related business, and Wieczerzak, chairman of the State  Insurance 
Offi ce (PZU) Życie arrested on corruption charges (Dudek, 2002: 464 –465 and 496).

15 The foreign language requirement substantially limits the potential applicant pool to about 
10,000 (Wróbel, 1999). This requirement is important, however, as it shows the high standards 
introduced in this Act.

16 Those who passed the 1996 examination and received their nominations would not have to re-
qualify (115 civil servants), but would receive the lowest administrative grade (Rydlewki, 2001: 
36). Those wanting senior (managerial) positions would have to retake the new, more stringent, 
exams (Wróbel, 1998). Those who passed the examination but did not receive a nomination (due 
to the change of government ) had to reapply, automatically eliminating some of the previous 
candidates (Wróbel, 1999).
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For all its shortcomings, the 1998 Civil Service Act  created the basis for the 

formation of a professional and apolitical civil service through the introduction 

of competitive procedures for selecting the best candidates, which would leave 

civil servants independent of politicians. Th e Act generally received the full sup-

port of this government  in the long-term, even if it was undermined in the short-

term, for example through the appointment of directors general in the Offi  ce of 

European Integration and the Committee of Scientifi c Research, without going 

through the competition procedures required by the Act (Burnetko, 2002: 34-35). 

Yet, according to the European Commission  (2000), the slow pace of civil serv-

ice recruitment was emphasised, while exposing it in the meantime to political 

pressure. Th ere were doubts as to whether, in the medium term, the introduction 

of the Civil Service Act would be effi  cient enough to guarantee their apolitical 

character and the stability of nominations. Qualifi cation procedures take place 

only once a year and out of the 240 administrative employees who volunteered 

to take the examination, only 42 passed. 17 Th e Commission also recommended a 

substantial salary increase for senior civil servants, to provide incentives for the 

development of the civil service cadres.

Finally, the distinction between political and administrative positions was 

not respected, causing a decline in government  performance (Rydlewski, 2002: 

101-102). Buzek ’s appointment of an ambitious AWS  politician to the adminis-

trative position of the chairman of Chancellery of Prime Minister resulted in the 

politician conducting his own policies, instead of those of the prime minister and 

government.

Miller ’s Government and the Politicisation of Civil Service 
(2001 to 2003)

Aft er the autumn 2001 parliamentary election , the ninth coalition government  of 

Leszek Miller  was formed. Th e post-communist SLD 18 and Peasant Party (PSL ) 

remained in the coalition until 1 March 2003, when aft er the collapse of the co-

alition, Miller’s government became a minority government. Th e SLD heavily 

dominated the composition of this government and Kalinowski (chairman of 

17 Naturally, the slow pace of formation of civil service was result of delays from the beginning of 
transition . The reference to EU  standards was also quoted here to show the importance of exter-
nal factors in the development of the civil service in Poland .  In contrast to other administrative 
reforms, for example local government  and regional administration, when there were strong in-
ternal motivations, it seems not to be the case with Civil Service Acts as politicians have diffi culty 
letting go of their ‘unlimited’ control.

18 The third coalition partner was tiny Labour Union (UP), it has only 16 MPs, and the most promi-
nent position this party took was position of deputy prime minister taken by chairman of the 
party Marek Pol. The UP has only four deputy voivodes ’ positions (Henzler Polityka 19 January 
2002)
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the PSL ) became minister of agriculture in charge of Polish  negotiations with 

the EU  over agriculture. In addition to two ministers, the PSL  also had 10 

deputy secretaries of state and 11 deputy voivodes  (even less than the UW  in 

the previous coalition, which had deputy voivodes  in each of the 16 regions). 

Bentkowski chaired the powerful agency for the restructuring and modernisation  

of agriculture, and Pietrewicz chaired the government centre of strategic 

studies (Gajewski and Siennicki, 2002). Th e composition of this government 

with the small number of PSL  ministries and their rather limited infl uence in 

administration also shows how the position of the PSL  has changed over time 

since 1993 when, despite the fact that it was the junior coalition partner, it took 

the position of prime minister, with Pawlak .

Leszek Miller ’s government  has generally acted according to a clearly de-

fi ned division of political and administrative spheres – which should guarantee 

the apolitical character of the civil service. Yet, as with the Buzek  government, 

limited acceptance remains on the limits of the political sphere, and the recogni-

tion of stable administrative sections (civil service). For example, the Minister of 

Treasury Kaczmarek , personally chose the director general of his ministry, de-

spite the administrative nature of the post under the Civil Service Act . Th e Buzek  

and Miller governments have also ignored the Civil Service Act of 1996 and the 

later 1998 Act by employing people in managerial positions through omitting 

competitive procedures.

Th e addition of article 144a to the Civil Service Act  in December 2001 has 

also become a popular loophole  allowing for the temporary omission of compe-

tition procedures. Another method for preserving political control has been the 

administrative reorganisation of ministries accompanied by personnel changes. 

Such personnel changes were introduced at the regional level by the Minister of 

Internal Aff airs and Administration, Krzysztof Janik , who conducted purges of 

directors generals of regional offi  ces and directors of departments in the regional 

administration under the guise of creating uniformity of administrative struc-

tures (Henzler, 2002).

Th e borderline  between political and administrative spheres is currently 

under political pressure to expand its infl uence over the administrative sphere 

formally defi ned as politically neutral. Th e concept of the civil service is not 

questioned as such, but Miller ’s government  tries to delay its progress. In the 

Chancellery of prime minister, in only 3 of 22 positions of directors were the pro-

cedures not omitted (which can be a criterion of politicisation); in the Ministry of 

Internal Aff airs and Administration (which should be a model institution), 10 out 

of 17 directors were employed with so called “in proxy status”, which allows the 

omission of the standard competitive procedure adhered to it (Burnetko, 2002).



124

Section III      Changing Relationship between the Nation and the Region

Conclusion

Th e increasing adoption of an extensive spoils system poses an obstacle to the 

formation of professional and effi  cient regional public  administration . Voivodes 

are not the prime minister’s representatives in the regions, but are dependent on 

the coalition partners at the regional level who select them. Th e civil service at 

both central and regional levels is still inchoate – weak and vulnerable to attack 

by politicians wishing to extend their control of personnel policy into the public  

administration. Jan Pastwa, the chairman of the civil service, argues that politi-

cians (both post-Solidarity and post-communists) found it diffi  cult to accept the 

Civil Service Act  in 1996 (and latter in 1998). In the 1990s, each party tried to 

replace the communist mono-nomenklatura  with its own party nomenklatura . 

Nevertheless, popular support for an independent civil service should increase 

as the rising qualifi cations, training and administrative experience of post-hold-

ers guarantees more eff ective government  policy. Th e politicisation of the civil 

service will probably continue for quite some time, until the strength of the civil 

service passes a “tipping point” related to a certain number of professional civil 

servants. A radical overhaul of the civil service aimed at limiting politicisation of 

administration could, however, be caused by strong internal or external pressure 

(such as pressure from the EU ).
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Crimean  Tatar Legislative Representation in the 
Context of 2002 Ukrainian  Elections

Rustem Ablyatifov  1

Th e Crimean  Tatars represent an important ethic group in the Crimean  region of 

Ukraine . Th ey have, however, been unsatisfactorily incorporated into the political 

life of the region. In the legislative elections of 2002, the Crimean  Tartars  made 

signifi cant gains in their representation  in legislative bodies. Such representation, 

however, remains hampered by problems with the Ukrainian  political system, 

which proportional representation and a quota of Crimean  Tatar representatives 

could help overcome.

Historical Background

From the 15th until the 18th century, the Crimean  Tatars had their own state – 

Crimean  Khanate. Th e Russian  empire annexed the Crimea  in 1793. As a result of 

Russia ’s colonial policy , the native population  fell from 98% to 20% by 1939 due 

to war , the deprivation of land, forced emigration overseas, and repression due 

to Soviet  agricultural collectivization . Th e Soviets came to power in the Crimea 

in 1921, with the creation of the Crimean  Autonomous Soviet  Socialist  Republic. 

Such autonomy had limited power, but it did have a unique ethnic and territorial 

character. In 1921, the concept of “korenizatsiya ” or “strengthening of roots” was 

used as a way to solve the ethnic issue by creating ethnic and territorial entities of 

diff erent levels. Th e USSR allowed the use of native languages and the expression 

of local culture as well as the representation  of ethnic representatives in public  

decision-making bodies. Korenizatsiya was also carried out in the Crimea and the 

Crimean  Tatar language was recognized as an offi  cial language together with the 

Russian  language. Crimean  Tatar national symbols were also used in State  mat-

ters. Th e principle of ethnicity was also used to establish administrative divisions. 

Fift een rayons (or localities) of the Crimea were established in 1921, consisting 

1 The author would like to express his appreciation to Refat Chubarov, Albert Kangiev, Olga 
Vlasenko, Yulia Berezutskaya, and Ayder Ibragimov for their assistance.
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of 145 Crimean  Tatar rural districts; 5 Crimean  Tatar rayons were created in the 

years up to 1930 along with 102 Russian , 29 German, 7 Bulgarian, 5 Greek , 1 Ar-

menian , 1 Estonian  and 54 mixed rural districts.

In 1944, the Crimean  Tatars were accused of having collabourated with Nazi 

Germany , and were forcibly deported to Central Asia and Siberia . Two years of 

illnesses, starvation , and slave labour had resulted in the deaths of more than 46% 

of the deported Crimean  Tatars. Th e new settlers moving to the peninsula were 

mostly ethnic Russians. As the Crimean  Tatars were deported, ethic autonomy 

was no longer necessary and the Crimea  was turned into an ordinary oblast (re-

gion) in 1946. In 1954, the Crimean  oblast was offi  cially transferred from Russia  

to the Ukrainian  Soviet  Republic. Th e mass return of the Crimean  Tatar people 

to their homeland became possible from the late 1980s during the period of lib-

eralization of the Soviet  political regime.

Th e collapse of the USSR and establishment of independent states had a 

huge impact on the process of return and settlement of the Crimean  Tatars. 

Th e independent Ukraine  unambiguously supported the return of the deported 

Crimean  Tatars and other peoples to their historic homeland. Such support has 

not only reduced the likelihood of confl ict between the returning Crimean  Tatar 

people and the State , but has also increased popular support for the idea of an in-

dependent Ukrainian  state. Th e Autonomous Republic of Crimea  was created as 

part of Ukraine in 1991 in response to the demands of the Crimean  Tatars return-

ing to their historical Motherland. However, de facto autonomy was only created 

to Russian  speakers and the interests of the Crimean  Tatars were ignored. Th e 

problem faced by the approximately 270,000 strong Crimean  Tatar community 

were, and still are, complex and multi-faceted encompassing social, economic, 

cultural, political and legal issues. Economically, the Crimean  Tatars are destitute 

even by Crimean  economic standards. Up to an estimated 60% of Crimean  Tatars 

are unemployed (at least double the rate for the Crimea as a whole) and around 

50% lack proper housing. Of the 291 Crimean  Tatar settlements, about 25% do 

not have electricity, 70% are without water, 90% are without tarmac roads, 96% 

are without gas, and none have sewers. Since the USSR fell apart, the Ukraine 

has been the only Commonwealth of Independent States (CIS ) country to bear 

the costs of Crimean  Tatar resettlement, even though the 1992 CIS  agreement 

“On Questions of the Restoration of Rights of Deported Individuals, National 

Minorities and People”, signed on 9 October 1992 in Bishkek  (Kyrgyz Republic) 

stipulated that participant countries should share the cost of Crimean  Tatar 

resettlement to the Crimea.

Th ere are a number of political and legal problems associated with the 

Crimean  Tatar return to Ukraine . Among the political and legal problems most 

oft en stressed by the Crimean  Tatar leaders are the need for a legal mechanism 

to guarantee Crimean  Tatar representation  in Crimean  and Ukrainian  



131

Crimean Tatar Legislative Representation in the Context of 2002 Ukrainian Elections

government  bodies, offi  cial recognition of the Crimean  Tatar Mejlis  (elected 

bodies); offi  cial recognition of Crimean  Tatars as an indigenous people rather 

than a national minority; Ukrainian citizenship for all repatriated Crimean  Ta-

tars, and the recognition of the Crimean  Tatar language an offi  cial languages in 

the Crimea .

In 2000, the recommendations of the parliamentary hearings on “Th e 

Legislation and Execution of a State  policy for Promoting the Rights for 

Crimean  Tatar People and national minorities  who were deported and have 

voluntarily returned to Ukraine ” were approved by Decree of the Verkhovna 

Rada  on 20 April. Th e recommendation particularly noted that, “in the society  

as a whole and in its social and political units, a deep understanding of [impor-

tance of resettlement] has not yet been reached.... Th e lack of a comprehensive 

State policy for the restoration of formerly deported Crimean  Tatar People and 

national minority rights...has led to a distrust of governmental bodies and to 

the increased social, economic, and political tension in certain regions and in 

the country as a whole. Th e parliamentary hearings evidenced that the issue of 

the Crimean  Tatar is one of the most acute problems that requires an immedi-

ate solution.”

Recent Problems of Crimean  Tatar Representation in the 
Crimean  Government

Crimea ’s most acute problem is the integration  of the Crimean  Tatar people into 

Ukraine ’s public  and political life. At present, there is not a single legislative act 

concerning the rights of the Crimean  Tatar people. Th e current normative base 

covering the rights of the Tartars consists of several Presidential Decrees, govern-

mental resolutions, and one parliamentary resolution.

Ukraine ’s Verkhovna Rada  (National Legislature) adopted the Autonomous 

Republic of the Crimea ’s new Constitution  in December 1998. Th e Leaders of 

the Crimean  Tatar people have strongly criticized this Constitution  as it has 

barred Crimean  Tatars from public  and political life. Th e Constitution  does not 

recognize the Crimean  Tatars, Karaites  and Krymchaks  as the indigenous peoples 

of the Crimea, nor does it recognise the authority  of the Kurultay  (National As-

sembly) and the Mejlis  as the elected representative bodies of the Crimean  Tatar 

people, nor does it ensure Crimean  Tatar representation  in the Crimean  govern-

ment  (Crimean  Tatar representation quotas were cancelled in 1998).

Crimean  Tatar leaders most emphasise the under-representation  of the 

Crimean  Tatars in Crimean  governmental bodies. Despite Crimean  Tartars  con-

stituting 12% of Crimea ’s population , aft er March 1998 elections, the Crimean  

Tatars did not have one representative in the Crimean  parliament  (the only 

Crimean  Tatar in the 96-member parliament was elected on the Communist 
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Party ticket and is not considered by the Crimean  Tatars as their representative). 2 

Crimean  Tatars also constitute only 1% of employees in the Crimea’s government  

bodies, with only 0.1% in the police and the security  forces. In village and town 

councils, on average, Crimean  Tatars accounted for 9% of all deputies elected, and 

only in the lowest level – in village councils – was Crimean Tatar representation 

approximately proportionate to their share in the population (11.8%).

Lack of Crimean  Tatar representation  led to explicit confl ict. Th e quota’s ab-

olition moved the Crimean  Tatar’s political expression for government  meeting 

halls to the streets. A number of unauthorized meetings were held in 1999-2000 

and district state administrations, courts, traffi  c, railroads, and other services were 

blocked several times. During clashes, several militiamen were hospitalised. In a 

statement issued by Crimean  Tatar leaders, they stressed: “we are pushed toward 

methods...to public  disobedience and fervent opposition to the authorities”.

Th e abolition of the legislative quota of Crimean  Tatar representation  has 

been criticized by the international observers, but to little avail. Th e OSCE  Offi  ce 

for Democratic Institutions and Human Rights recommended that “the electoral 

system for the Parliament of Crimea  should give better opportunities  for the 

Tatars to be represented...by introducing proportionality to the electional sys-

tem.” Th e OSCE High Commissioner on national minorities  has emphasized for 

many years the importance of a quota system or other mechanism to guarantee 

Tatar “representation broadly commensurate to their percentage of the total 

population  of the Crimea.” Domestic opposition to a quota arrangement or other 

institutional mechanism to enable the Tatars guaranteed representation in the 

Crimean  parliament  is strong, particularly among the Crimean  leadership  and 

left ist groups in the Ukrainian  Parliament – non-left ist political forces are also 

cautious of such proposals.

The Legal and Political Aspects of 2000 Crimean  Elections

Th e Crimean  Tatar political demands for greater group rights have fallen on vir-

tually deaf ears in the Crimea . Offi  cially, these demands are commonly rebutted 

with the rhetoric of “equal rights for all residents of a multiethnic Crimea”. Th e 

negative attitude of Crimea’s dominant elites  toward the Crimean  Tatars’ political 

demands stems from sharp political and ideological diff erences between the two 

groups, intensifi ed by centuries old Slavic/Muslim stereotypes and mutual mis-

2 From 1994 to 1998, the Crimean  Tatars had a quota of 14 seats of Crimea ’s 98 legislative seats. 
The Tartar quota was a temporary measure lasting one electoral period and was abolished before 
the March 1998 parliamentary elections in order to establish a majority “one person, one vote” 
system. The majority rule system excluded the Crimean  Tatars, who were scattered throughout 
the Crimea and thus did not form a majority in any electoral district.
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trust between Crimean  Tatars and Crimea’s Russifi ed Ukrainian  majority. Anti-

Tatar prejudice is still widespread among both the population  and elites , and 

some members of the Crimean  parliament  openly voice their opinion that “Tatars 

are good for nothing other than trading at the market ”. A Communist MP in the 

Ukrainian parliament recently questioned whether the 1944 en masse deporta-

tion of the Crimean  Tatars – “the colLabourators with the invaders” – should be 

condemned. Hostile rhetoric and the refusal to address Crimean  Tatar political 

demands have prompted the Crimean  Tatars to spare no harsh language towards 

their political opponents. Th e Crimean  Tatar leaders have called Crimea’s Rus-

sians “colonists,” and Crimea’s leadership  “a branch of the Moscow Politburo” 

attempting to “restore a criminal Communist regime on the peninsula and com-

pletely wipe the Crimean  Tatar people from the face of the Earth”. An illustration 

of such acute antagonism is seen by the exchanges between Mustafa Djemilev  

who is a member of parliament and Chairman of Mejlis  of Crimean  Tatar people 

and Leonid Hrach  who is the Chair of the Verkhovna Rada , during the session of 

the Committee on Migration, Refugees and Demography.

During a session of the Committee on April 5, 2000, Mustafa Jemilev  noted 

“Acute problems related to the Crimean  Tatar representation  in government  

bodies as well as the legalization of our traditional representative body – the 

Mejlis  – could eventually be resolved through legislation. Restoring the right of 

the indigenous population  to participate in the decision-making process where 

it concerns its own aff airs complies fully with those international norms and 

standards designed to protect human rights ”. Leonid Hrach  replied “the Crimean  

Tatars…cannot compete equally with other nationality groups for jobs....limited 

resources create the risk of confrontation and increasing ethno-political tension, 

fi rst of all, between the non-legitimate Mejlis and executive bodies. Th e Mejlis’ 

leaders use the high potential for Crimean  Tatar opposition the insuffi  cient in-

volvement of repatriates in state construction to act outside of Ukraine ’s laws. 

Last month the Mejlis again encouraged destructive opposition by one-sided 

demands and threatening civil disobedience”.

In 2000, Recommendation 1455 on the Repatriation and Integration of the 

Crimean  Tatars invite the Ukrainian  Government and Crimea ’s regional authori-

ties to study the experience of other Council of Europe  member states concern-

ing the minority and indigenous peoples’ representation , with a view to securing 

eff ective Tartar representation in national, Crimean  and local public  aff airs. Th e 

Recommendation also encourages the Ukrainian government  to take into ac-

count the Council of Europe ’s 1995 Framework Convention for the Protection of 

National Minorities. In June 1999, the Lund Recommendations on the Eff ective 

Participation of National Minorities in Public Life (eLabourated at the request of 

the OSCE ’s High Commissioner for National Minorities) resulted from discus-

sions at a session of the Committee on Migration, Refugees and Demography.
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Th e lack of dialogue between Ukraine ’s leadership , the Crimean  authorities 

and Crimean  Tatars during the early years of the Crimean  Tatar return to the 

Crimea  has prevented a solution to the Crimean  Tatar problem. Such a dialogue 

should take place on all levels – at the most senior levels with the participation  of 

Ukraine’s President, the Verkhovna Rada  and the Council of Ministers of Crimea 

and at the local level involving local councils, state administrations and self-gov-

erning bodies. Crimean  Tatar local government  representation  would provide 

this dialogue ate the local level.

Infl uences on the 2002 Election

Th e elections for Verkhovna Rada ’s deputies and local Crimean  self-govern-

ing bodies were held on the same day as elections for Ukrainian  parliamentarian 

deputies – 31st March 2002. In the 2002 Crimean  elections, the intensity with 

which deputies to the Crimean  Verkhovna Rada  fought was no less than that seen 

at the national level. Th e intensity of the elections was prompted by the refusal of 

the majority of the Crimea ’s political elite (independently of their party member-

ship) to adopt the authoritarian style of the leaders of Crimea’s Verkhovna Rada  

from 1998 to 2002. By nature an extremely ambitious politician, Leonid Hrach  

directed all his eff orts towards the strengthening of his personal power.

Th e style of government  that was established soon aft er he came to power in 

the Crimea  was typical of Hrach  since the time when he was a fi rst secretary of the 

Crimean  Oblast Committee of the Soviet  Communist Party. Hrach  resurrected, 

in Crimean  political life, the practice of playing diff erent national and religious 

factions against one another. Attempting to conceal his own inability to solve the 

republic’s socio-economic problems, as leader of both the Crimean  Communists 

and as chairman of the local Verkhovna Rada , he tried to hide behind large-scale 

discourse and faux-scientifi c discourse on the Crimea’s special geopolitical role 

in the political union of Ukraine  with Russia  and Byelorussia. Hrach  also began 

to establish ties with Russian  regions through a personal friendship with the 

governor of the Krasnodarsk region, Nikolay Kondratenko who was famous for 

“ethnical and racial cleaning” of his region.

Th e results of all the opinion polls held in the Crimea  on the eve of elec-

tions were extremely distressing for local communists and their leader. Trying to 

avoid an inevitable defeat, Hrach  announced that his party’s candidates would 

be portrayed as members of Ukraine ’s Communist Party of Ukraine (CPU) and 

for non-party persons, as “authoritative” candidates. Th us, the so-called “Crimean  

bloc of Hrach ” was formed ad hoc. Nevertheless, its members were approved at a 

conference of the Crimean  CPU. Th e main opponents of “Hrach ’s Crimean  bloc” 

turned out to be deputy candidates to the Crimean  Verkhovna Rada  united under 

Sergey Kunitsin.
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Hrach  and Kunitsin, realizing a strength of the Crimean  Tatar electorate 

(more 12%), surprisingly included in the candidate lists Crimean  Tatar represent-

atives. Hrach  announced that the fi ve Crimean Tatar representatives in his candi-

date list were proportionate to the ethnical composition of the Crimea . However, 

not only were these fi ve candidates not proportionate to the population , he also 

selected only Crimean  Tatars opponents of the Crimean  Tatar Mejlis  – and a few 

days aft er the publication of the Hrach ’s Crimean  bloc’s party list, Edip Hafarov, 

the member of the Council of Ministers of ARC, publicly announced his with-

drawal.

Only one Crimean  Tatar candidate was included in Kunitsin party list in ac-

cordance with an agreement by the Mejlis  to support Kunitsin’s candidates nomi-

nated by the Crimean  Kurultay  in districts, where these candidates had a chance 

of being elected. In districts where Kunitsin’s candidates would not be elected, the 

local Mejlis would also support non-Hrach  candidates. While such support consti-

tuted only a form of “moral support”, in modern Crimean  society , the voter oft en 

defi nes his position according to the famous saying: “Tell me, who is your friend”.

Th e Kurultay  traditionally co-ordinates candidate nominations. In a session 

on November 9, 2001, the delegates of the Crimean  Tatar National Congress ap-

proved a candidate list for Crimean  Verkhovna Rada  elections in more than 50 

districts, including in 6 single member constituencies for the election  of Ukrai-

nian  deputies. Despite their list, a majority of proposed candidates had already 

been at regional Mejlises , and the decision about each candidate was made by 

separate voting by Kurultay  delegates. Only three candidates were not supported 

by the Kurultay  and thus were registered as candidates in the Crimean  Verkhovna 

Rada  elections. Another group of Crimean  Tatar representatives who had not 

decided to submit their candidacy for preliminary consideration by the Kurultay , 

also later decided to take part in the elections. Figure 1 shows the composition 

of Crimean  Tatar candidates to the Verkhovna Rada  on the eve of 31st March. 

Competition between Crimean  Tatars was not avoided – yet the Kurultay ’s co-

ordination helped to minimize the splitting of votes between the Crimean  Tatar 

candidates in the most promising districts.
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Figure 1

Tartar Representatives Running for Crimean Parliamentary Election in 2002

Figure 2

National Composition of Verkhovna Rada
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Seven Crimean  Tatar representatives were elected and one candidate of 

CPU, a Crimean  Tatar by ethnic origin, was elected as a deputy of the Crimean  

Verkhovna Rada . In electoral district #62, Resul Velilyayev was elected as a dep-

uty despite the decision of the Kurultay  to support Rustem Bayram . Th is is the 

only case in which voters did not follow the recommendations of the Kurultay , 

because the Kurultay  did not take into account the fact that the popularity of 

Resul Velilyayev among the Crimean  Tatars was signifi cantly higher than that 

of Rustem Bayram . On 15th April 2002, the newly eleccted Crimean  Verkhovna 

Rada  consisted of 46 members without party affi  liation, 15 members of the CPU, 

8 members of National-Democratic Party, 3 Social-Democrats, and 3 representa-

tives of the Russian  Party.

Local Self-Governing Body Electoral Results: 31st March 2002

From the Crimean  Tatars’ point of view, the 31 March 2002 election  results in lo-

cal self-governing bodies were better than those of the Crimean  Verkhovna Rada . 

On 15 April 2002, 6614 people were elected as Crimean  local council deputies 

– including 922 Crimean  Tatars (14%) –of which 63 (5%) were in cities and town 

of republican jurisdiction and 839 (16%) were in rural areas. Figure 3 presents 

a list of councils where there no Tartar representatives were elected –none were 

elected in 31 rural councils out of 243 (13%).

Figure 3

List of Councils where no Crimean  Tatar Representatives Were Elected

Cities and towns’ councils:  Alushta, Dzhankoy and Kerch

District Councils:  Central district council of Simferopol;

Settlement Councils:  Partenit (Alushta), Zaozerne, Novoozerne, 

Mirne (Yevpatoria), GRES (Simferopol), 

Noviy Svit (Sudak), Koktebel and 

Ordzhonikidzevo (Feodosia), Gaspra, 

Gurzuf, Simeiz, Foros (Yalta)

Figure 4 shows many of the self-governing bodies where Crimean  Tatars 

were elected. Crimean  Tatar deputies took several important posts at the local 

level, including the Deputy Chairmanship of the Crimean  Verkhovna Rada , 

Deputy Head of Permanent Commission of Interethnic Relations and Issues of 

Formerly Deported Citizens, Vice-prime-minister of Humanitarian Issues of the 

Government of the Crimea , Secretary of Permanent Commission of Agricultural 

and Landed Issues, Ecology and Nature Resources Conservation . In Sevastopol , 
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where anti-Tatar stereotypes are strongest, for the fi rst time a Crimean  Tatar took 

up the post of Deputy Head of State  District administration.

Figure 4

Tartar Elections to Local Self-Governing Bodies

For the fi rst time in sevastopol public  life, 10 Crimean  Tatars were elected as 

deputies to districts, villages and town councils of city’s jurisdiction.

Crimean  Tatar Representation of the Crimean  Tatars After the 
2002 Elections of 2002

Th e success of Crimean  Tatar representatives in the local self-government  elec-

tions of March 2002 is attributable to a number of factors. First, the number of 

Crimean  Tatars voters has increased signifi cantly since 1998. Such an increase, of 

more than 60,000 people, became possible due to adoption of the new Ukrain-

ian  citizenship law, which brought many formerly deported persons and their 

descendants from Uzbekistan . Second, increased awareness among the popula-

tion , including the Crimean  Tatars, of the importance of personal participation  

in forming of electoral bodies of government augmented the number of electoral 

candidates. Th e Crimean  Mejlis  paid particular attention to this increased aware-

ness. Th ird, the Crimean  Mejlis successfully organised a campaign to increase 

the nomination of its candidates and prevent vote splitting among Crimean  

Tatar candidates. Fourth, there was increased popular participation in local and 

regional mejlises on issues related to land, social, political and economical stabil-

ity, religious tolerance, and linguistic and cultural diversity. While the Crimean  

Tatar National Movement had sought to promote these factors, they came to the 

fore in the 2002 elections. While the non-Tatar electorate probably did not vote 

for Crimean  Tatar candidates, the increased awareness mentioned above possibly 

Rayon Councils City and Town Councils

Belogirsk 39% Sudak town council 23%

Kirovske 23% Saki town council 10%

Sovetskyi 19% Simferopol city council 6%

Krasnogvardeyske 18%

Pervomayske 16% Rural Councils

Chernomorske 16% Zheleznodorozhne of Bakhchisaray rayon 44%

Lenino 10% Zemlyanichne of Belogorsk rayon 60%

Saki 10% Mirne of Dzhanskoy rayon 44%

Simferopol 10% Zolote Pole of Kirovske rayon 52%

Sary Bash of Pervomayske rayon 92%

Settlement Councils

Krasnogvardeyske rayon 28%
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militated against the creation of issues by Crimean  Tatar party political oppo-

nents which would have divided the Crimean  Tatars from the rest of the Crimean  

population – especially opposition led by “Hrach ’s Crimean  faction”. Indeed, con-

fl icts between the Crimean  communists and their political opponents sometimes 

turned sometimes into large political scandals, involving the use of “discrediting 

documents” in particular, by Hrach  and his supporters, signifi cantly reduced the 

appeal of those who were against increased Crimean  Tatar representation  in 

governmental bodies. Hrach  inadvertently reduced the credibility of previously 

trumpeted “terrifying stories” about the “Crimean  Tatar threat” as these politi-

cians reduced the credibility of these stories by discrediting themselves during 

the electoral campaign.

Th e Crimean  political elite did not expect the increased representation  of 

Crimean  Tatars. Th e opponents of the quota system – guaranteeing Crimean  

Tatar representation in the Verkhovna Rada  and in local self-government  

promptly issued statements noting that Crimean  Tatar representation is possible 

without a quota system. Th e results of the last election  confi rmed that when the 

Crimean  Tatar electorate (being an incomparably quantitative minority) will 

not be overwhelmed by the greater number of non-Crimean  Tatar votes – the 

Crimean  Tatars have the real opportunity not only to take part in elections, but 

also, to a certain extent, to infl uence their results.

Despite these election  results, Crimean  Tatar representation  in government  

bodies still represents a problem for the Crimean  Tatars. Crimean  Tatar represen-

tation quotas and other mechanisms which guarantee some degree of Crimean  

Tatar participation  in government will remain on the agenda until Crimean  Tatar 

living standards correspond with the average Ukrainian  citizen. Th e new elec-

tion law should promote Crimean  Tatar representation in government, following 

models of such inclusion from other countries. Th ere are two options for such 

rectifi cation. First, Crimean  Tatars should be given temporary preferences (rec-

tifying the deleterious eff ects of Stalinist deportation) until the Crimean  Tatars’ 

living standards are equal with the general Ukrainian population . Second, the 

Crimean  Tatars could be classifi ed as an minority (namely indigenous) people – a 

nation with a state. Representatives of indigenous people should get guaranteed 

rights to participate in institutionalised decision-making processes. Th e second 

approach is practiced in many other countries, in particular in Central and East-

ern Europe , and this tendency is gaining strength. Such representation has been 

shown to considerably decrease the potential of ethnic confl ict.

However, the establishment of ethnic-based representation  quotas pres-

ents several potential problems. Th e separation of candidates by ethnic origin 

could increase confl ict as these ethic groups strive for autonomy. Crimean  Tatar 

quotas in the Verkhovna Rada  and another local bodies will be diffi  cult to es-

tablish through the establishment of ethnic and territorial election  districts, as 
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the Crimean  Tatars are spread out across the Crimea . According to experts, a 

system of proportional representation is best for Ukraine . Th e implementation 

of a proportional system in the Crimea, however, requires additional analysis to 

guarantee eff ective mechanisms for Crimean  Tatar representation in the Crimean  

Verkhovna Rada  and other locally elected bodies.

Conclusions and Recommendations

Th e elected Crimean  Tatar Deputies at diff erent levels – and their appointed 

Crimean  Tatar civil servants – have been busy infl uencing decision-making at the 

local level. For the fi rst time in 15 years, a resettlement plan has been eLabourated 

aiming at the social and cultural development of Crimean  Tatar settlements of 

Simferopol rayon. In other areas, such as the town of Alushta and Crimean  Tatar 

villages, the absence of Crimean  Tatar representatives in the local council testifi es 

the problem of Crimean  Tatar representation . Th e lack of such representation in 

Alushta has resulted in the blocking off  of traffi  c and disruption of local council 

work as the Crimean  Tatar publicly pressed for solutions to social and economic 

problems. In Morske village, clashes resulted between Crimean  Tatars and the 

Slavic population  in January 2003, resulting in serious injuries on both sides. 

Th ese types of confl icts have grave consequences for the Crimea  as a whole.

Th e following measures should be taken as part of the solution to the 

Crimean  Tatar problem. First, the local authorities should engage in constant 

dialogue with Crimean  Tatar representative bodies. Such dialogue should take 

place with the participation  of the Verkhovna Rada  and the Crimean  Council 

of Ministers, as well as local councils and self-governing bodies. Such a dialogue 

should also involve representatives of the political, business and professional elite 

who will contribute to changes in the relevant Ukrainian  laws, Presidental Acts, 

normative and legal acts of the Verkhovna Rada , and decisions of executive bod-

ies. Second, the Crimean  Tartar Mejlis  must have a formal means of participating 

in the legislative decision-making process. Th ird, the Ukrainian Verkhovna Rada  

should pass the new Law “On Elections of Deputies of the Verkhovna Rada  of 

the Autonomous Republic of the Crimea ” which provides for elections either on 

a proportional basis or by way of quotas. Th e use of the proportional election  

system for deputies in the Crimean  Verkhovna Rada  as well as in local councils 

would solve not only the problem of Crimean  Tatar representation , but would 

also promote the representation of a wider spectrum of public  and political 

organizations. A quota system would also promote Crimean  Tatars’ representa-

tion and such a mechanism was used during the election campaign of 1994 of 

the Crimean  Verkhovna Rada . During the period 1994-1998, the Crimean  Tatar 

deputies’ presence in the legislative body decreased the probability of overt ethic 

confl ict. Confl ict moved from the streets to the meeting hall. Finally, Ukrainian 

policy makers should consider the Lund Recommendation  on the Eff ective Par-
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ticipation of National Minorities in Public Life while considering the resolution 

of the Tartar issue.
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Vertical Imbalance, Externalities and Bailout – The 
Case of Polish  Local Government Borrowing

Bartlomiej Gurba 

Introduction

Recent studies about intergovernmental fi scal  relations suggest local matters 

should be handled by local governments instead of by the central government . 

Yet, many authors point out that decentralisation may be inconsistent with fi scal 

discipline (Ter-Minassian, 1997; Tanzi, 2000).In systems of inter-governmental 

fi scal relations, debts and defi cits are a major concern. Th e latest institutional de-

velopments in Poland  – particularly the decentralisation  process and the design 

of transfers system and borrowing restrictions – is relevant because it leads to 

bailout and extorted borrowing. Local governments, called gminas , experience 

signifi cant vertical imbalance  as central government transfers add up to about 

40% of all gminas ’ total revenues  (varying between about 10 to 90% across juris-

dictions). Several types of transfers impact on the budget, including those aiming 

at promoting inter-locality  equity  (subsidies) and internalising spill-over eff ects  

(grants). Using matching grants ensures the decentralisation of public  goods 

whose eff ects ‘spill-over’ across locality  lines. Yet, these grants also allow local 

governments to elicit bailouts  from the central government if their own revenues  

are not suffi  cient and borrowing is allowed.

Th is paper argues that vertical imbalance  must be reduced to achieve con-

sistency between decentralisation  and fi scal  discipline. In the Polish  context, this 

paper also explores the link between the internalisation of externalities by cen-

tral government , vertical fi scal imbalance  and borrowing of local governments 

– focusing on the mechanism of eliciting bailouts . Th e empirical results show 

that self-governments equipped with less local taxes borrow more. Th e central 

government engaged in internalising spill-over externalities provides grants for 

public  goods that aff ect the citizens’ welfare between jurisdictions. Yet, receiving 

grants requires the fi nancial participation  of local governments and if local gov-

ernments’ own revenues  are low, they must borrow. By borrowing, they accumu-
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late debt  and the central government must bail them out supplying transfers that 

increase the local revenues .

The model

According to the theory of fi scal  federalism , fi scal equivalence requires that the 

benefi ciaries of public  goods and programmes in a certain jurisdiction must pay 

for them. As von Hagen and Pisani-Ferry (2002) underline, “the exact correspond-

ence of the region benefi ting from a program and the region paying for it assures 

Pareto-effi  cient outcomes in the provision of public  goods and services.” Fiscal 

equivalence is not guaranteed when local governments fi nance  expenditures  for 

goods whose consumption leads to externalities – namely citizens of other juris-

dictions benefi t from services that are not provided by these jurisdictions. Local 

governments thus unintentially infl uence the welfare of the country as a whole. 

To ensure the optimal provision of such “public  goods,” the central government  

provides transfers that compensates for “any diff erence between the external and 

the internal benefi t of the public  good produced” (von Hagen Pisani-Ferry, 2002). 

Central government fi nances local spending to internalise externalities (or spill-

overs ). According Wildasin  (1997), the appropriate transfers that compensate for 

external eff ects are matching grants. Th e objective of matching grants to modify 

the relative prices that the sub-national governments face in order to have them 

spend more on services subject to positive spill-over eff ects . So the basic motive 

for the central government to participate in the fi nancing of local spending is the 

internalization of externalities (or spillovers).

Th e central government  also supplies transfers to limit local government 

taxes in accordance with the equity  principle. An unequal distribution of the 

tax base among the sub-governments calls for a redistribution mechanism and 

the fi nancial support of poorer entities. Otherwise, as Buchanan (1950) argues, 

individuals residing in a richer jurisdiction will obtain a larger net benefi t from 

the local government than poor jurisdiction residents. Transfers therefore aim at 

redistributing revenues  in order to increase local government revenues  so as to 

equalize benefi ts from public  goods. Such transfers are called subsidies.

Limiting local tax revenues  leads to a gap in expenditures  across localities 

– called a vertical imbalance . By covering the vertical imbalance  through trans-

fers (subsidies and grants) individual jurisdictions can access the common pool 

of national resources. Yet transfers may not cover the heterogeneous citizen ex-

penditure preferences in certain localities. Th ese expenditures must therefore be 

fi nanced through borrowing. If the transfers programme neglects specifi c local 

needs, local governments may be compelled to over-borrow and get into fi nancial 

trouble. If local government  taxation power is limited, the central government 

cannot pressure local governments to increase their own revenues , service the 
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their debts and maintain the supply of goods that increase the welfare of the 

country. While the central government internalises spill-overs , it still delivers 

transfers – or bails out – local governments to ensure the supply of goods that 

produce externalities. Bail outs are given only if it is in interest of the central 

government and if local governments use the opportunity to elicit additional 

transfers through debt  accumulation.

Wildasins (1997) explains bailouts , the externalities problem and the mismatch 

between local and central government  preferences. In this model the central gov-

ernment establishes a inter-governmental transfer structure which constraints local 

budgets . Local governments under this constraint set local taxes and spending. Th e 

central government observes these spending decisions and supplies aditional transfers 

if the services that aff ect the welfare of whole country are not adequately supplied.

Th e external eff ect in the model results from the fact that each household 

in the locality  also demands – beside private goods and public  goods supplied by 

the central government  – the local public  goods which yield external benefi ts to 

other localities’ households. 1 Th e consumption of local public  goods create inter-

dependency among diff erent households in diff erent jurisdictions.. For each lo-

cality  i, if the household is endowed with w units of private good, the net private 

good consumption (x) is reduced by local taxes c and central taxes T imposed on 

each household by both levels of government as shown in equation (1). 2

(1) 

Th e provision of local good z in the model can be paid for from local taxes 

c
i
 or with transfers from the central government . For matching grants, the central 

government reimburses a fi xed share (m) of the local public  good costs. Such 

matching grants seek to modify the relative prices that sub-national governments 

face in order to have them spend more on services subject to positive spillover ef-

fects. Th e level of local public  goods (z
i
) consumed by each resident of the locality  

is defi ned in equation (2a)

(2a) 

when matching grants are provided. Lump-sum subsidies (g) on the other 

hand are pure income transfers. Th ey increase local government ’s revenues  

by a fi xed pre-determined amount and are mostly not restricted to particular 

1   This good can be health, water or education. In the model the total costs of providing good z to 
each of localities residents is proportional to the number of households residing in this locality  
and equal nz. All localities are of identical size n in this model.

2   Local and central taxes are assumed to be uniform lump-sum taxes in order to avoid problems 
with distortionary taxation.
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expenditure categories leading to public  service provision as shown in equation 

(2b).

(2b) 

In addition to goods supplied by local governments, the central government  

supplies the public  good (G) fi nanced from taxes (T) imposed on each household. 

Th e central government budget constraints is (3a) if subsidies are supplied and 

(3b) under matching grants.

(3a) 

(3b) 

If goods z produce spill-overs , equilibrium public  good provision will be 

ineffi  cient without central government  intervention  as each locality  ignores the 

external benefi ts of its expenditures . Th e central government can induce greater 

public  good provision by supplying transfers to the local governments. In order 

to use lump-sum subsidies the central government can impose a tax T*=z*+G*/N 

(where asterisks represent optimal amounts) and use the revenues  to supply a 

lump-sum subsidy of g*=z*. Th e result is an effi  cient supply of local public  good 

completely fi nanced from the center and no locality  imposes local taxes.

For a decentralised effi  cient Nash equilibrium , the central government  must 

use matching grants. Th e central government can impose a tax T* = m*z*+G*. 

With matching grants, local own-contributions are positive in equilibrium (as 

m* only covers a fraction of z*). Matching grants lower the relative price of local 

public  expenditures . Th e central government alters the budget constraint of a lo-

cal government but has this local government choose its own contribution c in 

order to supply good z that produce externalities.

Hypothesis 1: Th e proper transfer design in a decentralized environment requires 

that matching grants are supplied to local governments for tasks that shows external 

eff ects.

In Wildasin ’s paper the free choice of own contribution c enables local 

governments to elicit bailout. Bailout can occur if the local governments do not 

commit to the central government ’s policy. First the central government off ers 

matching grants m*. Th e local government can behave as expected and supply 

z* contributing c to the matching grant m*. But local government has a second 

alternative. Instead of supplying z* at an effi  cient level aft er receiving m* from the 

central government, the local government can set local taxes very low or divert 

local revenues  to other goods that better match local preferences – setting own 

contribution c
i
=0 and thus z

i
=0. Because good z has external benefi ts to house-

holds in other jurisdictions, they may be willing to pay to raise z
i
 above 0. Th e 

central government, reacting on behalf of these citizens, supplies conditional sub-
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sidies g
i
 in order to ensure the provision of z

i
 and z

i
=g

i
. Wildasin  shows that the 

center will bail out local government if z
i
 produces large external benefi ts and if 

external benefi ts have a high value at the margin relative to public  good G. As the 

hoseholds of locality  i are recipients of good G and of matching grants, the local 

government will not always seek bailouts  from the central government. Eliciting 

bailouts depend on the local government’s own preferences and external eff ects 

of good z
i
 generates for other localities. Bailout is more likely if the own-con-

sumption of good z
i
 for locality  i is highly substitutable with the consumption of 

other goods that do not produce externalities. But if a locality  prefers to consume 

z
i
 irregardless of the circumstances, bailout will not be attractive. In case of strong 

external eff ects produced by good z
i
 a bailout will rise the welfare of locality  i 

citizens. For small external eff ects (when most of the benefi ts go to locality  i), a 

bailout will be unattractive because it diminishes the benefi ts from G.

Hypothesis 2: Bailout in form of subsidies gets those local governments that refuse to 

participate in the supply of goods with externalities.

Th e model of Wildasin  can be used to give a motivation to a model that 

introduces borrowing into the decision-making process of local governments. 

We consider a two period model and the game goes as follows: Th e central 

government  off ers a matching grant m* to the local government. Th e local 

government must then decide whether to contribute toward the provision of 

z
i1
 or not. As in Wildasin ’s model, if the goods z are substitutable or have strong 

external eff ects, local government does not contribute and sets c
i1
=0. Th us, as 

before, the central government provides a subsidy and the provision of good 

z
i1
=g

i1
. Alternatively, the local government can decide to obtain matching grant 

m* and supply the good z
i1
. Th is is the case that we will focus on. Th e local 

government can now use borrowing in order to co-fi nance  its own participation . 

In this case the own contribution (c) to the supply of good z will depend on 

taxes (t) and borrowing (b) such that c
ti 

= b
ti
+ t

ti
. Assuming that the borrowed 

amount must be paid back in period two, the single decision to borrow in period 

one infl uences the participation in period two, depending on the type of local 

government – the ability to generate own revenues  (t) in period two. Th ere are 

basically two possible types of local governments. In the fi rst type the vertical 

imbalance  is low and the local government has high own revenues . In the second 

type the local government experiences a high vertical imbalance  and collects 

only a limited amount of taxes. Th e possible outcomes of the game are illustrated 

in fi gure 1.
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Figure 1

Bailout and borrowing under incomplete information

For the fi rst type t t
2i
≥b

1i
+c

2i
, the local taxes cover borrowing from previous 

periods and the amount ci needed to supply good zi in the next period 3. Th e 

local government  pays the debt  back from its regular tax resources. In order 

to receive the matching grant m* in following period, it must fi nd resources to 

cover the required participation  rate c2i. As the vertical imbalance  is low the local 

government can claim an extra tax in order to supply good z and receive grant 

m*. Th e borrowing decision in case of this type of the government will lead to 

the participation in any case.

For the second type  t  local government  experiences a high vertical imbalance  

and collects only a limited amount of taxes. Taxes are assumed to be smaller than the 

required participation  rate c
2i
 and cannot increase without bound with borrowing 

as in case one – and thus t
2i
<b

1i
+c

2i
. Such an assumption refl ects the limited ability of 

local government to claim new taxes. If the revenues  are small the local government 

cannot pay for the debt  and for its own participation c in the following period even 

if it wanted to. Th e local government must pay back the debt and do not contribute 

to the supply of good z. Th e local government would get bailout g* from the central 

government as c=0. Th e bailout is a result of high vertical imbalance  and too high 

borrowing that exceed the ability to collect own taxes.

3   If local government  decide not to borrow because of suffi cient tax revenues  the outcome is the 
same like in Wildasin  paper – the local government receive m* and the supply of z=c/ (1-m).
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Th e goal of the central government  would be to off er a matching rate m* that 

ensures the optimal allocation of good z. Th at can be achieved only if local govern-

ments participate in the supply of good z using borrowing and local taxes in an ef-

fi cient way. Th e central government conditions his actions – supplying grants or bail-

out – according to local government choices which depend on vertical imbalance . As 

the central government have limited information about the local governments ability 

to generate own revenues  and only suspect its type it off ers grants and observe the 

reaction. Th is may lead to ineffi  cient allocation as the matching rate can be to low and 

the local governments may be forced to borrow more than they are able to pay back 

from own revenue sources. Th e eff ect can be refusing of participation  in the supply of 

good z and eliciting bailout in form of subsidies.

Th e way to deal with such games with incomplete information is the method 

of mechanism design 4 with a principal and a single agent 5. In our case, the principal 

is the central government  that maximizes the total surplus in the economy , and the 

agent, the local government with private information about his exogenous type t – the 

degree of vertical imbalance  or the ability to set local taxes. Th e object by the mecha-

nism built by the central government is to determine an optimal allocation of good 

that produce spillovers z (t) = (c
ti
 (t), m (c

ti
)) set by the local government. Th e alloca-

tion consists of c
ti
=t+b

1i
 – the participation  rate c

ti
 called local governments decision 

function equal the type t and the borrowed amount b
1i
 measuring the “less taxing ef-

fort” – and a vector of monetary transfers m from the central to the local government. 

Th e central government has two observables; the level of transfer m and the level of 

participation c
ti
. In general the contract will be a function m (c

ti
) specifying the value 

of transfers received by local government for its participation. Th e game goes as fol-

lows: In step 1 the principal off ers a matching grant with rate m for good z specifying 

the participation c that have to be contributed by local government. Th e central gov-

ernment commit to that value of m for period two. In step 2 the local governments 

borrow and receive grant m. Th e borrowing decision is done once meaning it is at 

the same time a decision for participation in the supply of good z in period one and 

participation or rejection of the mechanism in the next period when the debt  must be 

paid back. Conditional on the vertical imbalance  – the type t – the local government 

will be able to supply the good z in period two what will mean that mechanism in step 

3 is accepted or it will not able to participate with c
2 
what will mean the rejection. Th e 

commitment of central government at the date one to an intertemporal (period one 

and period two) incentive scheme m proposed to local government eliminates the 

4   Tirole and Fudenberg (1991) and Laffont and Tirole (1988).
5   The single agent model presented here applies to situations with a continuum of agents, each of 

whom interacts with the principal but not with the other agents Tirole and Fudenberg (1991). 
Such games are typically studied as a three step games between a principal that maximizes its 
utility and an agent which type is his private information. Because the agent may have different 
types, the principal must offer different allocations if he do not know the type.
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dynamic problem reducing the model to a static framework of a decision concerning 

b in period one.

By choosing the allocations the principal is bounded by two constraints: the 

individual rationality constraint (IR ) that ensure that agent participate in the allo-

cation and the incentive-compatibility constraint (IC ) that ensure the agent get the 

allocation intended for his type. In our case the (IR ) constraint simply says that the 

utility level that a local government  obtain if it participates must be nonnegative. For 

the (IC ) constraint it is necessary that the local government’s type aff ects the marginal 

rate of substitution between borrowing and grant in a negative way. Th is means that 

the borrowing decisions of local governments with lower vertical imbalance  are less 

sensitive to the amount of grants off ered by the central government and that those 

local governments must be compensated more than the high vertical imbalance  gov-

ernments for a given increase in the decision b
1i
. Fulfi lling of the IC  constraints has 

consequences for the local government utility – the informational rent. Th is rent is a 

decreasing function of t, since a local government with lower vertical imbalance  will 

be able to supply the same participation  c by less borrowing.

Th e central government  faces a trade off  between maximizing the effi  ciency  of 

supply of good z which requires that the marginal utility of less tax eff ort in period 

one is chosen optimal for all t and the elimination of the local governments informa-

tional rent. To reduce rents for the local governments with higher vertical imbalance  

the central government will encourage less taxing eff ort in period one – it will elicit 

more borrowing setting fewer matching rates then it would if the type of local gov-

ernment would be known.

Comparing the fi rst order conditions of the maximization problem with perfect 

information with the outcome for imperfect information shows that b* (t) is higher 

for given vertical imbalance  level if the central government  do not know the local 

government type. Th is is due to the fact that central government reduce the rent of 

local governments with high vertical imbalance  encouraging them to borrow more. 

If the borrowing is higher then optimal the local governments with high vertical 

imbalance  will get into fi nancial trouble and will not be able to supply good z even if 

according to the model of Wildasin  (1997) they will prefer it.

Developments in the case of incomplete information can be controlled by the 

central government  by establishing borrowing restrictions, lowering vertical imbal-

ance , increasing matching grants or establishing a system that ensures perfect infor-

mation concerning type of local governments. Th rough such solutions the central 

government can enforce that the scenario  with sub-optimal borrowing and bailout 

due to refusing of supply good z
i 
can be avoided.

Hypothesis 3: With no information about vertical imbalance  borrowing will be sub-

optimal. It will be higher for local governments that collect less local taxes. It will 

increase if the grants for goods with externalities increase.
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The Shaping of Poland ’s Decentralised System

Poland  is a unitary country and has a three-tiered system  of self-government  shaped 

in two phase decentralisation  process – from 1991 to 1998 and aft er 1998. In 1991, 

self-government on the local level were introduced in about 2,500 gminas . there were 

49 voivodships (a voivod is the head of the regional level) and 254 intermediate-

level regions which represent the central administration in the province. In 1998 

decentralisation reform  occurred at the intermediate and regional levels – based on 

provisions in the 1997 Constitution . Th e 1998 reform introduced self-government 

to the 16 newly created voivodships on the regional and the 381 districts (powiats ) 

at the intermediate level. Forty-six of the largest cities and 19 former voivodship 

capitals gained a special position among the gminas  – being given the rights and 

responsibilities of both gminas  and powiats while existing as one entity. Th e 16 

voivods still represented the central government in regions.

As a result of the reforms, self-government ’s share of public  sector expenditure 

to GDP increased from roughly 7% in 1994 to 11% in 2001. Self-government expendi-

ture consisted of 25% of total expenditures  and 27% of public  sector revenues  in 2001. 

Yet, they run defi cits of less than 0.5% of GDP while the central government’s defi cit 

reaches 5% of GDP. National public  debt  in 2001 was 42% of GDP – with only roughly 

2% of this is debt being held by local governments. Th e gmina represents the most 

important tier of local governments in fi nancial terms – even if gmina expenditures 

and revenues  are only 5 to 6% of GDP. In contrast to other tiers, gmina expenditures 

and revenue shares stayed constant even aft er the 1998 reform 

Responsibilities for every tier of government  are a mixture of “own tasks” and 

mandated tasks and tasks allotted according to the subsidiary principle (tasks are 

assigned to the lowest tier capable to carrying out the task such as in transport, edu-

cation and health). All government tasks not assigned to other jurisdictions have to 

be fulfi lled by gminas  – which are the basic units of local government. 6 “Own tasks” 

have not changed much since 1991 and most of them are exclusive tasks of gminas  

– including municipal services like water supply, heat and electricity supply, sanita-

tion and waste disposal. Other own tasks include primary education, housing, local 

environment protection, cultivation of trade places, parks and cemeteries and the 

6   Powiats provide those services that extend beyond gmina boundaries. Powiats are responsible 
for supervising construction, reducing unemployment , and running institutions providing special 
social services  for families and childcare. Voivodships are responsible for regional development 
strategies  in their “voivodship contracts” or multi-year investment programmes with the cen-
tral government . They also manage cultural institutions, reduce unemployment through their 
Voivodship Employment Centers, modernise rural areas, preserve the environment, manage wa-
ter supplies and improve land resources. Central governments tasks include basic state functions 
like national defense, justice and public  order. They are also responsible for development-related 
tasks like structural programs related to the mining and steel industry and export promotion 
– while delegating others (particularly education and transport) to local governments.
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management of cultural institutions. Supporting tourism and recreation is another 

one of gminas ’ and cities’ own tasks. Mandated tasks which are fulfi lled by gminas  and 

fi nanced by additional transfers are mostly about social welfare and public  order.

Some tasks are divided between levels of government  according to the 

subsidiarity  principle. Responsibility for local, inter-urban, regional and national 

highways is shared among all tiers depending on the geographical scope of the 

roads. Kindergartens as well as primary and secondary schools are run by gminas  

and cities, while high schools, vocational and technical schools and schools for 

the disabled are run by powiats  and cities with powiat responsibilities. Universi-

ties are run by voivodships. Th e central government sets standards and norms 

the education policy accordingly. Gminas are responsible for public  health policy 

within their borders and providing basic public  health and nursing services. Hos-

pitals and more specialized facilities are run and owned by cities, powiats and 

voivodships. Th e central government runs branch hospitals (such as military hos-

pitals) and sets standards for each medical facility. In many areas, the central gov-

ernment has defi ned and fi nanced the functions provided by local governments. 

For example teachers have to be paid according to the centrally fi xed amount but 

within the frame of the education subsidy divided locally.

High jurisdictional inter-dependency and the large infl uence of single lo-

cal government  decisions on the welfare of other jurisdictions is implied by the 

shares of expenditures  undertaken by gminas  (Table 1). Expenditure categories 

with spillover eff ects are education, health protection, social services  and trans-

port. Other categories like municipal services, housing, public  order or public  

administration  are more or less local goods with only local benefi ts. 7 Over 50% 

of total expenditures comprise categories with spillover eff ects – with education 

having the highest share in total gmina expenditure. Gminas spend 10% of their 

funds for social protection. Th e share of health protection decreased aft er the 

health care system reform  of 1998. Yet, expenditures for all other goods with 

spillovers increased for the same period while the supply of local goods mostly 

decreased. Municipal service expenses, for services like water, heat and electricity 

supply, sanitation and the waste disposal system, decreased as a share of total ex-

penditures during the period. An increase in public  order expenditures is related 

with a mandated task from central government. Public administration expenses 

also increased – refl ecting the 1998 decentralisation  reform.

7   While these expenditure categories may have spill-over effects , lack of more detailed data leads 
me to assume that these categories have mostly local benefi ts.
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Table 1

Shares of Expenditures andCategories in Gminas Expenditures in 1994-2000

Source: Ministry of Finance, Statistics of self governments.

Note: Zero shares may refl ect non-zero but extremely low shares. Round-

ing may similarly aff ect the total.

Decentralisation  of revenue sources and the degree of vertical 
imbalance 

Th e 1990 Act on Local Self-Government divides general revenue sources for 

gminas  into own revenues  (local taxes and shares in central taxes, local fees 

and revenues  from gmina properties), subsidies, and grants. Subsidies are for-

mula-based payments to local governments, while grants are discretionary pay-

ments  made by the central government  to local units to promote the provision 

of positive externality goods which spillover into other jurisdictions. Revenues 

in the legal category “own revenues ” are gathered from, among other sources, 

tax sharing (a form of formula based transfer). Until 1998, these revenues  were 

16% of Personal Income Tax (PIT) revenues  collected from gmina inhabitants, 

and 5% of Company Income Tax (CIT). Since 1998 the revenue shares from PIT 

have increased to 28% (33% for mining gminas ). Gminas are the only tier of 

sub-governments that can set rates for certain local taxes, which for property and 

transport taxes are capped. Agriculture and forest taxes depend on the the gmina’s 

1996 1997 1998 1999 2000

Agriculture 3.5 3.6 3.0 2.4 2.0

Communication 0.5 0.5 0.3 0.1 0.0

Culture and art 2.8 2.8 2.9 2.9 3.0

Education 38.2 37.4 37.4 39.6 42.1

Finance 0.1 0.2 0.3 0.5 0.8

Forestry 0.0 0.0 0.0 0.0 0.0

Grants for economic tasks 0.2 0.1 0.1 0.1 0.0

Health protection 2.5 2.7 2.8 1.4 1.2

Housing 3.7 4.2 4.3 4.4 3.9

Municipal Services 20.7 20.3 20.2 16.6 15.8

Public administration 11.3 11.0 11.2 12.1 12.2

Public order 0.1 0.1 0.3 0.4 0.4

Social services 9.9 10.1 10.4 10.4 10.5

Sport 1.2 1.6 1.9 1.9 1.7

Transport 2.6 3.1 3.3 6.0 6.4

Tourism 0.1 0.1 0.1 0.1 0.1

Universities 0.0 0.0 0.0 0.0 0.0

Other 2.5 2.3 1.7 1.3 0.0

Total 100 100 100 100 100
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membership in certain agriculture tax districts, which were established to refl ect 

diff erences in forest and soil qualities. Gminas do not set rates of inheritance tax 

and business tax even though both taxes contribute to gmina revenues .

Table 2

General Subsidies to Gminas Pre and Post 1998

Th e revenues  mentioned in the Act on Gmina Revenues (1993) include 

transfers from the central budget, divided into Road Subsidy, General Subsidies, 

and Grants. Th e Road Subsidy was divided among units, depending on criteria 

like length and quality of roads as well as the number of cars and accidents. In 

1998 General Subsidy was restructured and consists of Basic, Education and 

Compensation Subsidies and the components of this subsidy are shown in Table 

2. As shown in Table 3, there were three types of Grants until 1998: grants for 

delegated tasks, grants from special purpose Funds, and grants to co-fi nance  self-

governments own tasks. All grants are extraordinary revenue sources for gminas  

and spending from grants is limited to expenditure categories supported by the 

*   The Law on Revenues of Self-Government Units for the years 1999–2001 also describes the rev-
enue sources for powiats  and voivodships.
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central government . Only Grants for own tasks are classical matching grants set-

ting a transparent rate of own participation  of gmina. Nevertheless the other 

types of grants mentioned in the Table 3, requires participation in administrative 

costs or engagement in activities that enable using of these grants.

Table 3

Types of Grants

Grants for delegated tasks

For tasks – mostly in administration – that the central government  will not 

fulfi ll in the future or decided to delegate to gminas . Central government 

delegating a task should ensure fi nancing. Central government inform about 

the amount until 25.10. In case of delay of the grant local government my 

go to the court.

Grants from special purpose funds

Supplied by central government  funds (like Fund for disabled people or 

Fund for environment protection). 8

Grants for own tasks

”Matching grants” given by the Voivod for investments and must not exceed 

50% of the planned investment. 9 Applications are needed 30 days aft er CG 

budget is adopted.

Grants for public  order (post-1998)

Delivery depends on discretionarily placed agreements between self-

government  units and the central government

Central government  inform about the amount until 25.10.

Grants for tasks implemented by self-governments on the basis of agreements 

with central government  agencies and other self-governments (post-1998)

Central government  inform about the amount until 25.10.

Grants from foreign donators and grants from the central budget to co-

fi nance  these foreign grants (post-1998)
Directly connected with the EU  integration  process

Self-government  revenue dynamics may be used to defi ne the degree of ver-

tical imbalance  in Poland  as reported in Table 4. Aft er some adjustments in the 

early 1990s, from 1995 to 1998 the composition of gminas  revenues  was stable. Lo-

8   These Funds are independent entities, have own budgets  and can provide grants discretionary. 
Gminas have to apply and fulfi ll some criteria to get the grant.

9   75% in case of gminas  with revenues  indicator smaller than 60% of general indicator.
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cal taxes, transfers from shared taxes and subsidies each amounted to about 25% 

of total revenues . Grants amounted to about 15% and the vertical imbalance  was 

about 60%. Th e reform  of 1998 did not change gmina income sources dramatically. 

Vertical imbalance  increased by about 3 percent points reaching over 62% in 2001. 

Important sources of gmina revenues  aft er 1998 were local taxes. Th e property 

tax was an important income source and its share in gmina revenues  grew from 

11.7% in 1999 to 14.8% in 2001. Th e agriculture tax yields about 2% of revenues  

and income from inheritance tax grew from 0.3% in 1999 to 1.6% in 2001.

Table 4

Gminas revenues  by category -- 1991-2001

Source: Kopanska Levitas (2002).

Note: Not all revenues  are included of which the small business tax is the most 

important.

Th e composition of revenues  diff ers across gminas . Some jurisdictions are 

more dependent on transfers from the central government  than others and dif-

ferences can be extreme. Table 5 shows summary statistics of the main revenue 

categories for 2,500 gminas  over a seven year period – from 1995 to 2001. In 

some gminas , dependence on central government transfers measured by vertical 

imbalance  is under 10% and others where it reached 90%. Subsidies represent the 

highest standard deviation and the highest share in total revenues  – some years 

certain gminas  did not receive any grants or subsidies. While shared taxes and 

grant to total revenues  have similar means, grants attained a maximum of 65% of 

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Real Estate Tax 15.3 16.4 14.8 13.4 14.1 11.4 11.2 11.3 11.7 12.3 14.8

Transport Tax 1.1 3.5 3.3 2.8 3.0 2.7 2.9 0.8 0,7 0.7 0.8

Agricultural Tax 3.9 2.7 3.8 2.8 2.6 2.2 2.0 1.8 2.3 2 2.1

Stamp Fees 4.6 5.3 5.0 4.0 3.7 3.4 3.3 3.4 4.3 3.8 1.1

Asset Sales NA NA NA 3.0 3.1 3.6 4.0 4.1 7.8 7.9 4.8

Own-Revenues: 45.5 47.3 46.5 40.3 40.1 35.0 35.3 33.5 37.1 36.6 37.5

CIT 0.0 2.6 3.6 2.5 2.3 1.8 1.8 1.7 1.4 1.6 1.1

PIT 0.0 19.6 21.8 20.6 20.7 22.7 22.4 23.0 16.3 14.3 13.5

Shared Taxes: 28.9 22.2 25.4 23.1 23.1 24.5 24.3 24.7 17.7 15.9 14.6

Delegated tasks 10.8 16.3 13.1 18.4 13.7 7.3 7.5 7.4 7.1 7.2 7

Own tasks 1.2 2.5 3.6 3.2 4.2 4.8 4.8 5.0 2.9 4.4 2.8

Grants: 12.0 18.8 16.7 21.6 20.6 13.9 14.1 14.3 11.6 13.7 11.7

General Subsidy 13.5 11.7 11.4 14.9 15.2 25.3 24.1 25.4 33.6 33.8 36.2
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revenues  while shared taxes only reached 57%. In the case of shared taxes, some 

gminas  paid more income taxes back to the citizens than they received. Property 

tax, at an mean of 10% reached a maximum of 73%.while the smallest deviation 

occurred for transportation taxes

Table 5

Main revenue categories in total gminas  revenues .

Category Mean Std. Dev. Min Max

Vertical imbalance  .67 .12 .01 .94

Subsidies  .37 .15 0 .74

Grant .15 .07 0 .65

Shared tax .15 .07 -.04 .58

Property tax .10 .07 0 .73

Agriculture tax .05 .04 0 .43

Transport tax .02 .02 0 .15

Source: Main Statistic Offi  ce, own calculations. Based on 17192 observations.

Borrowing restrictions and borrowing

Th e process establishing local government  borrowing restrictions can be divided 

into three periods – corresponding with every parliamentary election . 10 From 

1990 to 1993, limitations depended on expenditure levels. In 1993, repayments of 

short and long term loans were no longer allowed to exceed 15% of the planned 

annual revenues . In 1998, borrowing limitations were established in the Consti-

tution  (capping public  debt  at 60% of GDP) and in the Law of Public Finance 

(introducing limits if the consolidated public  debt exceeds 50% of GDP). 11 Local 

government budgets  depend on the central budget. Local governments adopt the 

budget aft er having been informed by the central government about the grants 

and the public  sector debt-to-GDP ratio. Nevertheless, discretionary changes 

10 Councils and executive boards of sub-national governments have to follow the budgetary rules 
described in the Law of Public Finance of 1998 (which replaced the State  Budget Law of 1991). 
The most important issues described in these laws are the budgeting  process, borrowing restric-
tions and the relations between local governments and several monitoring institutions including 
the 16 Voivods, 16 Regional Accounting Offi ces (RIO) and the Ministry of Finance with Treasury 
Offi ces.

11 Other limits include caps on repayment of obligations not exceeding 15% of revenues  (and 12% 
if national debt  exceeds 55% GDP) and local government  debt not exceeding 60% of current year 
revenues .
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to local government grants and subsidies can be made by ministers during the 

budget year until November 30.

Until 1996, gminas  did not borrow much due to the unstable macroeco-

nomic situation and a lot of uncertainty about infl ation  and interest rates (Ko-

panska and Levitas, 2002; Swianiewicz, 2002). Th e fall of infl ation and interest 

rates, competition among commercial banks, and the improvement of local 

government  qualifi cations and investment planning led to a development of 

commercial credit  and bond  markets. Big cities were the fi rst to use credit and 

Swianiewicz (2003) shows that 56% of all commercial credit between 1995 and 

1997 was extended to cities with more than 100,000 citizens. He also found a 

positive correlation between the debt -to-revenues  ratio and total revenues  per 

capita in year 2000. Poor gminas  with revenues  under 1,000 PLN 12 per capita 

had issued debt less than 10% of their annual budgets  while rich gminas  with per 

capita revenues  over 1,600 PLN issued debt up to 20% of annual revenues . He 

also found a strong positive relationship between debt and investment expendi-

tures . At the end of 2001 the total outstanding debt of all self-governments was 

only 15.4% of their total annual income – much less than the statutory limit of 

60%. But in 2000, 14 gminas  debt-to-revenues  ratio exceeded 60%, while in 2001, 

21 violated the restrictions.

Do the shares of grants in the total transfer pool infl uence borrowing 

decisions, given diff erent levels of vertical imbalance  and if the subsidies are 

delivered as a bailout? Could we fi nd confi rmation for the hypothesis proposed 

in the theoretical part? Let us summarize the fi ndings that will allow us to answer 

these questions. On the expenditure side the division of tasks is targeted on the 

consequent adoption of the subsidiary principle. Fulfi lling of these tasks produce 

spillovers. Th e result is that 50% of expenditures  of gminas  can be classifi ed as 

those that have external eff ects. On the revenue side the dependence on central 

transfers varies across jurisdictions and may reach even 90% of revenues . Th e 

grants supplied by central government  fi t into the defi nition of matching grants 

given by the model. Th ey are extraordinary revenues  that require fulfi lling certain 

conditions from the local government in order to use them. Each year the central 

government off ers such grants to gminas  in the beginning of the budgeting  

process. It informs also about the debt  of public  sector. Th ese make it possible to 

adjust the expenditures of gminas  through borrowing. Th e incentive to borrow 

is strengthen through institutional developments of the banking sector and the 

credit market . Th e central government delivers also subsidies that increase the 

income of local governments. In order to avoid eliciting bailout from central 

government through debt accumulation borrowing restrictions were introduced. 

12 1 Polish  Zloty (PLN) = 4,7 Euro (24.03.2004).
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Th e 1998 reform  sets the limit on public  debt that includes local debt and makes the 

implementation of repair procedures depending of passing certain benchmarks. 

Th ese facts were a framework for a data analysis of local government budgets . 

According to that work that I have done, gminas  with a higher average grants-to-

transfer ratio have a higer debt at the end of the period 13. Higher shares of grants 

in transfers worsens the budget position while subsidies and own revenues  have 

a positive impact. Th e delivery of subsidies improves budget balance as expected. 

Th e vertical imbalance  indicator has a positive sign as well meaning that higher 

local taxes prevent debt accumulation. Budget balances for all years studied had 

been worsening, particularly until 2000. Th e borrowing restrictions did not stop 

this trend and led to debt accumulation and a bailout in 2001. Worse budget bal-

ance in the previous year is followed by grants in the current year – further show-

ing that grants give incentives to local governments to increase their borrowing. 

Such scenario  is possible if the vertical imbalance  is high and local governments 

do not have enough local revenues  to cover their debts. According to the model 

previously mentioned, as local governments start to pay their debts back, the 

central government will supply subsidies.

Specifi cally, in the case of low own revenues  (high vertical imbalance ), lo-

cal governments must borrow for the purpose of fi nancing the supply of good z. 

Th ey accumulate debt  and the central government  must bail them out supplying 

subsidies that increase local revenues  and forbear dramatic expenditures  cuts for 

services that show spillovers. Subsidies are positively correlated with the level of 

local government’s debt and the results show that higher debt in the year 2000 

leads to higher subsidies in 2001.

Conclusions

Th is paper has explored the link between vertical imbalance  covered by diff erent 

transfers and the local government  borrowing in Poland .  Self-governments  with 

less own revenues  borrow more – indicating their need for fi nancial sources in 

order to make grants available for them. In order to cover defi cits from previous 

years and obtain new grants, local governments accumulate debt . Th e central 

government supplied subsidies in 2001 in order to bailout have indebted gminas  

and, as a result, borrowing decreased in the same year. Borrowing restrictions 

introduced in Poland in 1998 do not limit borrowing. Local governments with 

higher vertical imbalance  borrow more than they did before the restrictions were 

introduced.

13 A description of the data used, econometric techniques and the detailed results are available 
from the author upon request.
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Using matching grants promotes the decentralised provision of public  

goods that spill-over across jurisdictions, but allows elicit central government  

bailouts  if own local government revenues  are not suffi  cient and borrowing is 

allowed. Th e reason is that the central government set lower matching rates due 

to imperfect information concerning the local governments taxing power and 

local government must borrow more than optimal if they want to participate in 

the supply of goods that yields externalities. Th erefore vertical imbalance  must be 

reduced to achieve consistency between decentralisation and fi scal  discipline. As 

an answer to one of Wildasin ’s questions, fi scal crises can be the result of too little 

decentralisation  rather than too much – a result of clear importance as matching 

grants from European Union  become available for local governments in Poland . 
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Problems of Overcoming Perverse Fiscal Incentives 
for Local Governments in the Republic of 
Bashkortostan 

Ildar Zulkarnay

Introduction

How can budget incentives for local governments in the Republic of Bashkorto-

stan  (RB) be improved in order to promote the provision of public  goods, spur 

economic development, and broaden and develop the tax base? 1 Th e legacy of 

the Soviet  budget system continues to hinder the development of the Bashkorto-

stan region and without signifi cant reform  in inter-governmental fi scal  relations 

between the Republican government  and the 62 upper level local governments, 

the potential of this region (and other regions within the Russian  Federation) will 

continue to be unrealized. As the transition  enters the second decade, reform of 

intergovernmental fi scal relations should occur within each of the Republics. 2

Such reform  should mend the exiting disconnection between the objectives 

of the federal government  and the practices of regional governments. While the 

Russian  Ministry of Finance recommends that regional governments should use 

indicators of expenditure needs (such as the percentage of unemployed, elderly, 

1   With a population  of approximately four million people, one million of which lives in the capital 
of the republic Ufa, Bashkortostan  has a geographical span roughly equivalent to that of Greece . 
It is a multi-ethnic republic represented by about one hundred nationalities with approximately 
65% of the population residing in urban areas. Signifi cant ethnic groups include: Russians, 
Bashkirs and Tatars who compose the majority of the population, but also Ukrainians, Germans, 
Jews, Chuvashs, Maris, Mordvinians, and others. While there is a signifi cant degree of ethnic 
mixing in the urban areas, many rural enclaves exist where one ethnic group is in the majority. 
Bashkortostan’s reliance on petroleum and agricultural production; it’s relatively high level of 
ecological problems; and its relatively low level of development of social and educational spheres 
in comparison with other regions of the RF presents a unique governance challenge.

2   For now, we leave the issue of the relations between the regional, upper, and lower level govern-
ments to future research.
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and disabled), the Bashkortostan government’s policy is to allocate resources ac-

cording to existing infrastructure . Offi  cials of the Bashkortostan’s Ministry of 

Finance say that direct implementation creates problems at the local level due to 

the asymmetric distribution of the infrastructure for local public  goods delivery. 

Appropriate budgetary incentives are not provided to local governments be-

cause of the instability of tax rates (and tax sharing arrangements in federal and 

Bashkortostan legislation ) and the under-funding schools, hospitals and other 

infrastructure which arises because of the diff erence between actual expenditures  

(the minimal expenditure needs of the current infrastructure) and the expendi-

ture needs computed on the basis of actual number of public  service users.

Background

Th e problem of perverse budget incentives in the Russian  Federation is a legacy 

of the Soviet  period when expenditures  were a mixture of top-down planning and 

negotiation between the various levels of government . Budget making was more a 

process of negotiation than systematic analysis and execution. Curiously, the nego-

tiated component of the intergovernmental system increased at the beginning of 

the transition  process in 1992, increasing uncertainty and undermining planning 

at the regional level of the Russian  Federation. Over time, however, the federal gov-

ernment sought to rationalize the intergovernmental system thought the introduc-

tion of a formula-based system of intergovernmental grants and transfers.

Beginning in 2000, the formula-based mechanism has been used to allocate 

fi nancial support from the Federal to regional governments. Th e main part of the 

federal support is allocated among 88 regions according to a formula-based scheme 

from the “fund of fi nancial support of regions (FFSR )”. Th e support for the Chechen 

Republic is calculated by count-up. Separate from the FFSR , another formula-based 

approach is used for fi nancial federal mandates related to the federal laws on social 

protection. Th ese measures, coupled with the introduction of the Tax Code and the 

Budget Code in 2000, established certain budget incentives for subjects of the federa-

tion to improve the provision of public  goods and promote economic development.

Accompanying the introduction of the Tax and Budget Codes in 2000, the 

Ministry of Finance issued a set of recommendations concerning intergovern-

mental relations  within the regions of the Russian  Federation (MoF Recommen-

dations). 3 Th e MoF proposed that regional governments use a formula-based 

mechanism for the allocation of public  resources among local governments 

similar to the mechanism used by the federal government  for the allocation of 

3   Ministry of Finance of the Russian  Federation, “Interim Methodological Recommendations on 
Regulating Intergovernmental Relations in the Regions of the Russian  Federation.” (Moscow, 
2000).
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resources to regional governments. Th e formula-based approach would increase 

transparency  in the allocation of public  resources and decrease the variability 

in the provision of resources to local governments from regional governments. 

Proponents of this approach argued that a formula-based approach at the re-

gional-local level would increase economic effi  ciency , improve transparency, and 

promote economic development. On the other hand, a signifi cant number of of-

fi cials at the regional level have argued that a formula-based mechanism, which is 

entirely suitable for federal-regional intergovernmental issues, cannot be used in 

the allocation of resources by regional governments among local jurisdictions.

In 2001, the federal government  adopted “Th e Program of Development of 

Budget Federalism in the Russian  Federation Until the Year 2005” as part of the 

continued eff ort to improve intergovernmental fi scal  relations within the Rus-

sian  Federation. Unlike previous eff orts that focused on the relations between the 

federal and regional governments, this eff ort focused on improving the state of 

intergovernmental relations  between regional and local governments. Th e new 

program attempts to clarify the status of local governments relative to regional 

governments; assign expenditure responsibilities and revenue sources; improve 

budget transparency  at the local level; and align incentives to improve the deliv-

ery of local public  goods and promote economic development.

Budget and Economic Policy in Bashkortostan 

Th ere are two levels of local self-government  in Bashkortostan . Th e upper level 

includes 62 “state local governments”, comprised of cities, towns and rural ter-

ritories. 4 Th e lower level of local government in Bashkortostan includes local 

governments which govern districts within larger cities.

During the 1990s, the strategic objectives of the Bashkortostan  government  

with respect to economic and budget policy were budgetary support of economic 

activity (with particular focus on agricultural activities), public  investment in in-

dustrial infrastructure  development and social protection, with specifi c emphasis 

on mitigating social issues related to the transition  process. 5 At the Republican 

level, support of the industrial and construction sectors and local governments 

4   Some upper level governments cover a rural territory and a town within the territory such as 
the city of Belebey and the Belebey rayon which have only one government . In other cases, a 
rural rayon and a city within the rayon may have separate local governments. Those rural rayons 
without signifi cant urban areas have populations of between 15,000 to 52,000 citizens. Twenty 
cities and towns have populations from approximately 20,000 (the town of Agidel) to one million 
people (the city of Ufa).

5   Public investment included the construction and reconstruction of transportation corridors and 
the continued construction of petroleum and chemical facilities whose construction began in the 
Soviet  era.
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account for over fi ft y percent of expenditures  in 2001 and 2002 (Table 1). Expen-

ditures appear to be volatile as the average absolute annual percentage change in 

expenditure levels between 2001 and 2002 was 66.67%. Such volatility obviously 

undermines the ability of line departments to conduct analysis, plan programs, 

and conduct business in a systematic fashion. At the local level, education and 

public  health expenditures account for approximately forty-seven and fi ft y 

percent of expenditures for 2001 and 2002. Given that over one-quarter of the 

Republican budget is devoted to the fi nancial support of local governments, we 

can assume that the local governments are unable to raise suffi  cient revenues  to 

fund their desired (or required) level of expenditures. Expenditure volatility is 

signifi cantly less at the local level relative to the Republican level of government, 

with an average absolute annual percentage change in expenditure levels between 

2001 and 2002 of 36.33%. In 2001, only seven local governments were donors to 

the budget of Bashkortostan, the other 55 local governments were recipients.

Table 1

Structure of republican and local expenditures  in the Republic of Bashkortostan  

in 2001 and 2002

(All fi gures in percent)

Source: Author’s computations on the basis of the Laws on execution of the budget of 

the Republic of Bashkortostan  for 2001.

Th e fi nancial needs of the 62 local governments in Bashkortostan  also vary 

signifi cantly. In terms of local tax revenue for 2001, the Mishkinski rayon  collect-

ed the least – approximately 10.5 US dollars per capita – while the Krasnokamski 

rayon  collected the most, raising approximately 165 US dollars per capita (Figure 

1). Th e inclusion of grants tied with local revenues  appears to marginally mitigate 

the horizontal disparity between the local governments. In total, grants, transfers, 

Republic

2001

Local

2001

Republic

2002

Local

2002

Government 3.0 5.1 2.9 4.9

Agriculture support 5.3 2.8 7.7 1.3

Industry &Construction 34.7 8.5 22.3 5.8

Housing & Communal services 0.3 14.6 0.5 10.6

Education 2.6 30.0 2.8 40.9

Culture 1/0 2.8 1.3 3.2

Public health 4.4 17.1 7.1 19.8

Public security 1.7 2.9 4.2 0.3

Communications & Roads 11.3 4.1 14.6 3.2

Public assistance 2.7 8.1 3.2 9.6

Support of other governments 29.7 1.7 25.7 0.0

Other expenditures 3.3 2.4 7.7 0.3

Total 100.0 100.0 100.0 100.0
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and additional support raised the per capita revenue of the poorest local govern-

ments by approximately 108 US dollars.

Figure 1

Per capita revenues of the local governments with diff erent types of fi nancial 

support in 2001 (US dollars/person)

Source: Author’s computations on basis of the RF MoF data.

Bashkortostan ’s horizontal equalization policy is shown in Table 2. Revenues 

before equalisation show signifi cant variation, as the poorest local government ’s 

revenues  were approximately one-sixteen of the richest local government’s and 

the coeffi  cient of variation is 0.67. 6 Aft er tied revenues  and transfers and addi-

tional expenditure support were given to local governments, the disparity was 

reduced from 2 to 1 with a coeffi  cient of variation of 0.16. Such data show that 

Bashkortostan’s government is actively working to address the horizontal dispari-

ties between local governments but that work remains to be done.

6   The coeffi cient of variation shows the degree to which the data are spread. Numbers closer to 
zero refl ect little variation while numbers closer to one suggest a high degree of variation. The 
coeffi cient of variation was calculated by dividing the standard deviation of a data series by its 
mean.



169

Problems of Overcoming Perverse Fiscal Incentives for Local Governments

Table 2

Horizontal equalization in the Republic of Bashkortostan 

Per capita revenues  in U.S. Dollars before and aft er Equalization 2001.

Source: Author’s computations based on RF MoF data. Per capital revenues  rounded 

to the nearest decimal.

Budget Incentives and Local Governments

Current intergovernmental relations  within Bashkortostan  suff er from all the 

shortcomings inherent to the majority of the Russian  regions. Th ese shortcom-

ings include lack of transparency , political negotiation of the allocation of fi nan-

cial support from regional to local governments, and instability in tax sharing 

arrangements. Th e consequence of these shortcomings has been the absence of 

budget incentives for local governments to promote economic development and 

collect taxes in their territory. Only about a dozen Russian  regions have intro-

duced formula-based systems of fi nancial support allocation.

Th ere are three main principles used in allocating resources in Bashkortostan  

(RB MoF, 2002). First, the Bashkortostan government  tries to provide every local 

jurisdiction with funds to cover minimal expenditure needs. Second, localities’ 

expenditure needs are computed according to the number of public  service 

customers – for example, the number of children who are to receive children’s 

allowance. Th ird, localities’ expenditure needs requiring public  infrastructure  are 

computed on the basis of actual expenditure needs of this infrastructure.

Th ese principles promote perverse incentives. Local governments submit 

more expenditure needs than they actually require given their infrastructure  in 

order to receive more funding from the Bashkortostan  government . Local gov-

ernments also try to increase infrastructure through negotiations and personal 

informal contacts with the regional government in order to be able to demand 

additional funds later.

Th e Bashkortostan  government  concentrates mostly on overstated expendi-

ture needs. Until 2002, fi nancial support was based mostly on local governments’ 

estimations given to the RB MoF as well as on the previous year’s actual expen-

Revenues

before

allocation of

tied transfers

Revenues, tied

transfers

included

Revenues, tied

and equalizing

transfers

included

Total revenues

(with

compensations

of mandates)

Min value 11 41 74 108

Max value 165 170 177 217

Mean value 54 76 115 151

Coefficient of

variation 0.67 0.38 0.17 0.16
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ditures  (corrected by coeffi  cients refl ecting changes in the economy  and legisla-

tion). Th e Ministry of Economy also collected information about all expenditure 

needs of all organizations in Bashkortostan which provide public  services. Many 

of these needs are provided for in expenditure norms as outlined in laws, ministe-

rial instructions and other federal government regulations. Every school, hospital 

and other institution has a “passport” with information about the institution’s 

facilitates and premises, electricity and heat needs, and other needs. Since 2003, 

MoF of RB has been trying to estimate local government expenditure needs using 

those passports and expenditure norms.

In the recent years, upper level Bashkortostan  offi  cials have spoken about 

the low effi  ciency  of local fi nances and the necessity for local governance  devel-

opment and reform . Yet, they focus on administrative measures and do not pay 

attention to local government  budget incentives. Th e lack of consideration of 

such incentives is striking given the redistribution of revenues  toward the Centre. 

Bashkortostan’s consolidated budget received at the end of the 1990s only two-

thirds of its total revenues . By 2002, the local budget only benefi ted from about 

half of collected revenue and by 2003, this share is expected to be 37%. Presently, 

given Bashkortostan’s diminished share of tax revenues , the government is espe-

cially focused on ways of increasing revenues  (RB MoF, 2002). Increasing non-tax 

revenues  provides one way of compensating for the decreasing tax revenues , as 

the share of non-tax revenues  is expected to rise from 9% of the total revenues  in 

2003 to 11.5% in 2005. Th e intensifi cation of tax collection provides another way 

(especially in areas where tax rates are reduced) as does increasing the effi  ciency 

and eff ectiveness of public  infrastructure . 7

Figure 2 and Figure 3 show the dynamics of changing tax rates from 2000 to 

2003 for the local governments of the Krasnokamsky rayon and the city of Ufa. 

EPT, PIT, and the rate of real estate tax allocated by upper governments to local 

governments changed considerably from 2000 to 2002. 8 EPT, PIT and hydrocar-

bon excises considerably infl uenced local revenues  because they comprised the 

largest shares of Bashkortostan ’s tax revenues . In Figure 4, hydrocarbon excises 

constitute the largest part of mineral resource payments. Th e EPT, PIT rates, real 

estate tax rates, and the share of hydrocarbon excises assigned to the local gov-

7   The government  of Bashkortostan  has also been paying attention to improving local governments 
budget incentives for promoting economic development. The Main Principles of Calculation and 
Provision of Financial Support of Local Governments in 2003 (RB MoF, 2002) says that “intergov-
ernmental relations  in 2003 are based on the conservation of the current system of expenditure 
distribution between the republican budget and the local budgets …that encourages local govern-
ments to develop the local tax base”.

8   Local government ’s shares of hydrocarbon excises, city land and agricultural land taxes comprise 
roughly a tenth of total tax revenue so that they would be comparable with other tax rates in the 
fi gures.
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ernments in 2003 are the same as in 2002, while the local shares of land taxes 

in 2003 are only slightly diff erent from the ones in 2002. Such stability testifi es 

to Bashkortostan’s (as well as 60 other upper level local governments’) ability to 

stabilize the tax system.

Figure 2

Changes of tax rates assigned to the Krasnokamskii rayon of Bashkortostan

Source: Author’s computations on the basis of the Laws on the budget of the Republic 

of Bashkortostan  for 2000, 2001, 2002 and 2003.

Figure 3

Changes of the tax rates assigned to Ufa

Source: Author’s computations on the basis of the Laws on the budget of the Republic 

of Bashkortostan  for 2000, 2001, 2002 and 2003.
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Figure 4

Tax Revenues of the consolidated budget of the Republic of Bashkortostan in 

2001 (all tax revenues – 100 percent)

Source: Author’s calculations based on RB Statistical Department (2002).

Federal Recommendations on Overcoming Perverse 
Budgetary Incentives

Th e Russian  Ministry of Finance Recommendations suggests that the regions 

should clearly distribute responsibilities between the regional and local levels. 9 

Regional governments should also determine the relative importance of equalis-

ing budget provision with revenues , the provision of direct fi nancial incentives 

for local governments, and an active regional government  economic policy (to 

be carried out with the help of tied subsidies in a framework where local govern-

ments must compete for these grants and propose their own investment pro-

grams on a competitive base).

Th e Federal Government proposes overcoming perverse budget incentives 

by allocating resources using a formula-based scheme – in line with expert rec-

ommendations from Georgia State  University and the World Bank  (Martinez-

Vazquez and Boex, 2001). Such a formula-based scheme would consist of three el-

ements. First, equalization of the municipalities’ fi scal  capacity should depend on 

the size of the taxable resources rather than previous tax collection, taking into 

account the degree and the structure of the territory’s economic development. 

Table 3 presents several ways of equalisation. Second, municipality  expenditure 

needs should be calculated based on the number of public  service users while 

considering local peculiarities accounted for by distinctions in public  service 

demand and costs of budget services. Th ird, non-tied fi nancial support should 

9   Yet, the 1998 Russian  Budget Code has already taken into account the distribution of expendi-
ture responsibilities (articles from 84 to 87). Questions remain about whether there is room for 
further delimitation of responsibilities by the regions and whether such a distribution would 
correspond to three principles of delimitation mentioned in point 2.4 of the Recommendations, 
namely the principle of territorial correspondence of benefi ts, the principle of economies of scale 
and the subsidiary principle.
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be allocated among localities using a uniform technique. Appendix I describes 

the formula which can be used for computing the fi scal capacity of local govern-

ments. 

Table 3

Equalisation methods proposed by the Ministry of Finance Recommendation

Absolute equalization: complete fi nance  of the gap between fi scal  capacity 

and the expenditure needs calculated according to the number of public  

service users.

Partial equalization: partial fi nance  of the gap between fi scal  capacity and 

the expenditure needs.

Relative equalization: proportional reduction of the gap between per 

capita budget provision in each locality  and a pre-defi ned level (such as the 

average level of the per capita budget provision in the region).

Combination of partial and relative equalization.

Th e use of partial or/and relative equalization in combination with 

provision of a certain minimal level for the least provided for localities.

Federal policy for allocating resources among the regions and the Russian  

Ministry of Finance Recommendations are roughly the same. Th e only diff erence 

is that the Ministry of Finance uses GRP for estimating regional fi scal  capacity, 

which is impossible for localities. It recommends the use of major tax bases for 

estimating local government  fi scal capacity. During the last three years, the feder-

al government has used relative equalization (as defi ned in Table 3) with ensured 

provision of a certain minimal level for worst off  localities.

Th e results for the budget allocation rule described in Appendix I and 

the data of the local governments of Bashkortostan  in 2001 can be used to 

compare disparities between local expenditure needs computed according to 

the number of public  service users and the expenditure needs of the current 

infrastructure . 10 Using the Ministry of Finance formulas based on the Rec-

ommendations, I calculated the diff erence between the normative expendi-

ture needs (computed according to the number of public  service users) and 

the actual local government  expenditures  in 2001. Th ese actual expenditures 

include localities’ own revenues  as well as all kinds of fi nancial support. As 

10 Given the diffi culty in repeating the Ministry’s expenditure needs computations for infrastruc-
ture , I relied on the fact that the Bashkortostan  government  equalizes local government revenues  
up to the level of minimal expenditure needs and according to the current infrastructure. Actual 
expenditures  of the executed budgets  of the previous years can thus be used to estimate the nor-
mative expenditure needs of the infrastructure.
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the diff erence in total expenditures among local governments is large, only 

relative values  of expenditure diff erences are compared and the ratios of 

these diff erences to the total actual local government expenditures in 2001 

are shown in Figure 5.

Figure 5

Balance of the normative expenditures and actual expenditures of the 62 local 

governments of Bashkortostan in 2001, taken as a relative value

Source: Author’s computations on the basis of the RF MoF data.

Figure 5 shows that deviations between local governments are considerable. 

Th e standard deviation is 0.14 whereas if infrastructure  was allocated propor-

tionally to the population , the standard deviation would be zero. One third of 

local governments have needs in excess of actual expenditures  and two thirds 

exceed normative expenditure needs. 25 local governments have deviations of 

more than 10% while 10 localities deviate more than 20%. Th e Krasnokamsky 

rayon deviates most, as actual expenditures exceeds normative expenditures by 

44%. On the contrary, the city of Meleuz had actual expenditures that were 35% 

less the normative expenditures.

Figure 5 shows that full implementation of the Russian  Ministry of Fi-

nance’s Recommendations would cause under-funding of schools, hospitals and 

other infrastructure  projects in the majority of local Bashkortostan  jurisdictions. 

A hospital in one rural rayon may deliver health services to the populations of 

neighbouring rayons and if expenditure needs are calculated based on the rayon’s 

public  service users, the hospital would not receive funding enough to deliver an 

adequate level of service. Th e lack of local government  fi scal  capacity for deliver-

ing educational services, combined with the geographical dispersion of schools 

and hospitals (a legacy of Soviet  times), accounts for Bashkortostan’s MoF resist-

ance against the federal recommendations.

A new model of inter-governmental relations in Bashkortostan  would pro-

vide fi nancial support among localities on a formulaic basis. Formula based al-
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locations should create proper budgetary incentives without causing under-fund-

ing of public  service providers. Th is formula gradually merges with the formula 

described in the RF MoF Recommendations in which localities receive fi nancial 

support on a per capita basis. Th e re-organisation of infrastructure  work and 

fi nancing (for schools and hospitals) is needed: local governments should reach 

an agreement among themselves on joint fi nancing of schools and hospitals for 

services provided across jurisdictions.

Th e other side of establishing “good” budget incentives consists of fi xing 

legislatively the long-term basis for sharing taxes throughout Bashkortostan , 

thereby allowing localities to predict their incomes. Th e Russian  Ministry of 

Finance Recommendations suggest that regional governments should assign 

revenue sources to local governments for 3 years instead of the current practice 

of yearly changes. Such legislatively defi ned stability is diffi  cult given that the 

tax proceeds, which the regional government  allocates to local governments, are 

federal taxes. Th e federal government regulates not only the sharing of federal 

taxes, but also some regional and local ones. As seen in Figure 6, sub-national 

rates and shares of the main taxes – EPT, PIT and VAT – were changed rather 

frequently and to a considerable extent during the last ten years. Instability in 

tax sharing between the federal and regional governments caused annual fl uc-

tuations in regional and local budget revenues , which stabilised only during the 

last three years.

Figure 6

Changes of EPT rates and subnational shares of PIT and VAT

Source: Author’s computations on basis of the RF MoF data.

Other taxes and excises, which infl uence sub-national revenues , still exhibit 

signifi cant fl uctuation. In 2003, new changes in taxes were already introduced 

(such as the road tax was changed to the transport tax). Sales tax is to be abol-

ished in 2004, and the VAT rate is to be reduced from 20% to 14%. If local reve-
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nues  are not infl uenced by the changes in VAT, abolishing the sales tax will greatly 

destabilise local fi nances, as this tax provides a considerable share of locality ’s 

own revenues . In 2001 this sales tax equaled 6% of Bashkortostan  own revenues .

Conclusions and Recommendations

Only recently have administrative incentives been surplanted by fi scal  ones as lo-

cal governments try to improve tax administration. Th e “Programme of reform-

ing the state (government ) fi nances in Bashkortostan ” adopted by the decree of 

the Government of Bashkortostan No. 8 of January, 13, 2003 is a step in this direc-

tion. For the fi rst time, plans are made for reforming intergovernmental relations  

in the Republic on the basis of the Russian  Ministry of Finance’s Recommenda-

tions while “combining the elements of equalization (levelling) expenditure needs 

and stimulating the growth of tax potential of the regions and cities.” Yet, the de-

cree remains a statement of principles and fails to provide a concrete plan. Table 

4 provides some concrete measures based on the fi ndings of this paper.
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Table 4

Summary of Findings and Recommendations 11

11 For further elaboration, see the original paper presented at the NISPAcee conference.
12 Tax stability can be promoted by regulating tax changes in the Federal Budget Code or in a spe-

cial constitutional act like in the Italian system where any tax system change should be made no 
more than once in three years. A year or two should also pass before the decision on the change 
is adopted by the Duma and implemented.
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Appendix I: Formula for Computing the Fiscal Capacity of 
Local Governments

Th e average representative rate of tax can be calculated as shown in equation (1) 

as the actual tax collection of a particular tax in a particular locality . If Rij rep-

resents the actual tax collection of tax j in locality  i, and tj represents the average 

representative rate of tax j, then

(1).

If the tax potential for locality  i is defi ned as FCi, then this potential can be 

defi ned as the sum of the – tax base of tax j in locality  i (Bij) over the number of 

taxes (K) and localities (L).

(2).

For computation of the index of budget expenditure, the RF MoF Recom-

mendations suggest equation (3), namely

(3).

In equation (3), NEDUi, NHEALTHi, NSOCIALi-are the numbers of consumers of 

educational, health, and social services  in locality  i, EEDU, EHEALTH, ESOCIAL, EOTHER 

are expenditures  for educational, health, and social services and the others, NEDU, 

NHEALTH, NSOCIAL are the numbers of consumers of educational, health, and social 

services in Bashkortostan . Ni is the number of inhabitants in locality  i, while N 

is the total inhabitants of Bashkortostan. Instead, as a basis for computation of fi -

nancial support, the RF MoF Recommendations propose to use per capita budget 

provision calculated by equation (4).

(4).
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Unanticipated Budgetary Consequences of 
Devolution: Capacity Enhancing Potentials Within 
the Current Russian  Constitutional Framework

Herrington J. Bryce  1

Many areas in Eastern Europe have moved rapidly toward privatization and local 

self-government . Today, the formal transition  is nearly complete in many areas 

but concerns remain about the problems of adjustment to the new economic 

order. 2 Th e common problem faced by local public  administrators throughout 

Eastern Europe is how to make the new paradigm work within a new constitu-

tional framework.

Introduction

Th e devolution  of power has led to a substantial number of implementation problems 

which fall on the local public  sector; and the capacity of local level administrators 

may be lacking to administer a constantly growing body of laws and policies in a dy-

namic environment in which previous laws and experience may be irrelevant or may 

be non-existent. Fiscal problems – namely the mismatch between actual and potential 

revenue sources and growing expenditure requirements – also plague not only the 

national governments but also their localities. How can Eastern European local public  

administrators meet the challenges of decentralisation  (increased local responsibil-

1   I am grateful for the assistance of Natasha Ryzhavoka, Oleg Batig, Alexander Alexin, Eugenia 
Firsova and Konstantine Efremov for translating Russian  language documents and to Dr. Carole 
Neves of the National Academy of Public Administration for making the original project possible 
through Chemonics and its local administrator in Russia , Robert Sanders.

2   The process is nearly complete in the sense that Eastern European countries have local charters 
creating functioning local democratic governments and a legally institutionalised private market  
economy  protected against state interference. As in any dynamic, democratic society , however, 
there is a constant process of change and readjustment. For some impressionistic and thoughtful 
views of how these processes have gone in Russia  as a whole, see Nikiforov (1994), Sukhotin 
(1994), and Bim (1994).
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ity, pressures and accountability ) when revenue requirements cannot be met, even 

though the citizens’ demands rise for public  service delivery and accountability?

Th is paper focuses on the impact of devolution  on the rayon (county), its 

newly acquired responsibilities and the legal and budgetary constraints that defi ne 

its ability to conduct these responsibilities. Unlike other approaches to addressing 

this dilemma, this paper compares the devolution of powers in Russia  (using a spe-

cifi c case study) with the administrative powers of comparable local governments 

in the United States and the associated budgetary impacts. By so doing, it is hoped 

to place the plight and privileges of these governments in an international context 

for better appreciation and in search for probable solutions. 3

The Devolution of Infrastructure Responsibilities

Changes in size and number of local governments are not new in Eastern Europe. 

Maltese (1992) traces such changes, for example, in Estonia  from 1950 to 1992 

when devolution  was widespread in Eastern Europe. A common administrative 

unit used throughout the devolution process in Eastern Europe has been the 

rayon (an administrative, budgetary, economic and political unit that is similar 

to a county in the United States). Every oblast (the Eastern European analogy 

to a state in the United States federal system) contains several counties – and 

each county (rayon) is composed of both incorporated and non-incorporated 

rural and urban areas. Devolution involves the shift ing of responsibilities and ac-

countability  from the federal level to the state level – and ultimately to the rayon 

(county) level and to its composite units.

In Russia , as elsewhere, the current infrastructure  of the rayon includes 

the roads, schools, boilers, water and sewer systems and hospitals for which the 

government  is responsible. Th is infrastructure was acquired in 1991 when pri-

vatisation  turned all state farms and industrial enterprises into privately owned 

businesses and assigned all their social assets (housing, boilers, water and sewer, 

roads, schools, and other assets) to the local governments. As a consequence of 

such privatisation, local budgets  quickly became responsible for a variety of social 

assets – many of which required maintenance and replacement  because of years 

of deferred maintenance and dis-investment under Soviet  rule. An unintended 

consequence of decentralisation  and devolution  was to increase the size of local 

government bureaucracy, to enlarge the scope of local government responsibili-

3   This paper draws heavily from Bryce (2000) and extends upon the original paper by considering 
more than one single local government  and extending the analysis beyond in one period (1992 
which was the date of the original study). This paper also expands on one of the policy recom-
mendations. Hence, the numerical data presented in this study are not used to describe current 
events, but to illustrate the unanticipated budgetary consequences of devolution  at the earliest 
recorded period in the transition .
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ties (to include the maintenance of the newly acquired infrastructure), to respond 

to the unleashed pent-up demands of local citizens, and to increase the need 

for locally generated revenues  in a time when the privatisation of state-owned 

enterprises reduced their potential as revenue sources. Th is unplanned and sud-

den transfer of social assets – without off -setting increases in productive revenue 

sources and within an un-chartered political environment – set the foundation 

for the problems facing local public  administrators. Th e basic challenge for the 

local budgets  is therefore to fi nd ways to absorb newly devolved powers and re-

sponsibilities within tightening budget constraints and increasing demand.

Local Government Powers and Responsibilities and the Oblast 
as Designator and Guarantor

Local government  within a federal context is best understood, not only by look-

ing at the government itself, but also by looking at its relationship with the federal 

and state units higher up in the administrative hierarchy. Th e Federal Law on the 

General Principles of Self-Administration in the Russian  Federation (1995) says 

that local self-government is an expression of the power of the people and is fun-

damental to the Russian  constitutional system. Th e second clause of chapter 1 of 

the Law declares that local self-determination is recognized and guaranteed to 

all citizens of the federation and must be guaranteed by all levels of government.
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Rebuking the old Soviet  model, the 1995 law gives previously unheard of 

discretion to local authorities to develop their own budgets , to determine sources 

of revenues , to determine expenditure patterns and promises that the oblast (the 

state-level government ) and the federal government will guarantee local fi nancial 

independence specifi cally through six measures shown in Figure 1 (a). 6 Such strong 

guarantees from the federal government has no precedence in Russia  and no coun-

terpart even in the United States (although in 1996, the U.S. Congress passed a law 

applying only to the federal government that is similar to Item 5).

Th e 1995 Russian  federal law also retains strong powers for the federal govern-

ment  including the four measures shown in Figure 1 (b). 7 While these are ostensibly 

powerful guarantees, these expressly retained powers led to constant approval-seek-

ing deference to the federal government by local public  administrators and policy 

makers that oft en led to (but not always warranted) a dampening of budgetary initia-

tives and a “why-bother” attitude. As one local offi  cial stated: “What can autonomy 

mean if you are always afraid of annoying your creator, benefactor and guarantor?”

 In Russia , the oblast (or state) is both a designator of responsibilities and, 

at least on paper, a guarantor of fi scal  resources to meet these responsibilities. 

Unfortunately, the reality is otherwise. 8 Th e Oblast of Volgoda , for example, fully 

respecting federal law, guarantees home rule to the citizens of its rayons. It requires 

local citizens to adopt charters describing the structure and procedures of their local 

governments, as well as the ways they guarantee citizen participation  in voting and 

in policy-making, the openness  of government , the equality of all citizens, and the 

determination of the status and removal of locally elected offi  cials. Federal law speci-

fi es that an oblast can reject a local charter only if it violates the laws of the federation 

or of the oblast. 9

With these powers, a rayon is analogous to a home-rule county in the United 

States. Its powers, budgetary and otherwise, are broad and unrestricted by size, in-

come or other method of classifi cation. 10 In the rayon, the citizens are guaranteed 

6   The Federal Law on the General Principles of Self-Administration in the Russian  Federation 
(1995). See Chapter III, “Financial and Economic Foundation of the Local Self-Administration,” 
Clauses 35-39, for the points being enumerated here.

7   Ibid., See the Chapter “Federal Bodies Powers in Local Self-Administration,” Clauses 4-8, for the 
points being enumerated here.

8   In the United States local governments are creatures of the state and their powers are derived 
from state law (this is the familiar Dillon Rule). The federal government  does not guarantee the 
existence of or the fi nancing of the local government. This is not the case in democratic Russia .

9   Ibid., Chapter I, “General Provisions,” Clause 8.
10 In the United States, each state decides the type of charter to issue. Some charters are general 

(the state may issue a prototype which individual jurisdictions may adopt). A state may also issue 
a specifi c charter which applies only to a specifi c jurisdiction. The state may issue different types 
of charters for different types of localities according to some variable which is usually population  
size; and, fi nally, it may issue a broad charter (called home rule) to very large and special cities 
– such as New York City.
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the right to form any kind of government  they think best, given their needs, ethnic, 

historic, geographic and other characteristics, as long as they do not violate certain 

principles (generally focusing on civil rights, openness , universal suff rage, and ac-

countability ). 11

Th e rayon is, however, specifi cally assigned responsibilities for fi nancing 

and managing social assets such as roads, schools, and the other assets previously 

mentioned. Financing of these must be incorporated in the local budgets . At the 

same time, local fi scal  independence is guaranteed by the oblast in that the local 

government  can independently set up, approve, and implement its budget and 

reallocate resources as it sees fi t; the oblast may not attach or discount surpluses 

or additional revenues  resulting from local tax increases; and the local govern-

ment is guaranteed a suffi  cient level of assigned revenue sources, revenue sharing 

or monetary transfers to balance its budget. 12

But what do these guarantees of local fi scal  independence mean within the 

current context? Local public  administrators explain that under the Soviet  system, 

the central government  always provided enough money to cover all local expen-

ditures  (all of which were authorized and mandated by the central authority ). No 

budgetary discretion at the local level was allowed, even when the mandated and 

fully funded expenditures were obviously not socially optimal or even wasteful. 

Today, the local public  administrator has discretion over programmes, projects 

and revenues  with guaranteed oblast and federal funding only for expenditures 

mandated by them. Yet, even dedicated revenue sources never yield enough 

revenue to cover either discretionary or mandated expenditures. Moreover, lo-

cal governments have little confi dence in guaranteed federal or oblast payments 

given that both of these levels of government run payment arrears for benefi ts to 

the military, local veterans, teachers, and families claiming child care benefi ts. As 

one offi  cial put it, “now we have discretion but no money to exercise it”.

Local Charters: Confl icts between Effi ciency and 
Accountability

Th e aspiration for full and local accountability  may confl ict with the need for 

economic effi  ciency . Th e Cherepovetz  rayon, for example, is divided into 26 

geographic rural administrations, each headed by an administrator elected by 

village leaders but who, under the proposed charter, is appointed by the chief 

administrator of the rayon with the approval of the village population . Th e rural 

administrator serves as an ombudsman between the rayon government  and 

11 Charter of the Volgada Oblast, Chapter 11, “Foundations of Local Self-Administration,” Clause 83 
and Clause 88.

12 Ibid., Clauses 82-103, especially Clauses 86, 91, 92 and 100.
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the village population and as a rayon extension agent in furthering the local 

population’s educational, business and recreational interests. Each administrator 

can impose special taxes and receives 100% of the income tax revenues  the rayon 

collects in his or her area. 13 Th e rural administrator is free to allocate these funds 

as deemed best for the local population. While the concept of zoning is not 

defi ned, the rural administrator may also zone land within his or her area and 

distributes land at no cost for activities such as the building of dachas.

Many of these areas are small. In 1992, 73% of these areas had less than 

2000 residents, just under half have no more than 1000 inhabitants, and none 

as many as 10,000 people. Most of these areas are too small for effi  cient public  

service provision. To local public  administrators, this structure is politically 

advantageous because it brings local self-government  to a micro level. Such 

structures, however, may be very ineffi  cient from a budgetary perspective since 

many rayons have their own small ineffi  cient assets such as boilers. 14

Given such ineffi  ciency, a case may be made for the consolidation of rayons. 15 

Rayons are diff erent in natural endowments, in population  size, in wealth, in 

proximity to the central city, and in the nature of their development capabilities. 

Currently, there is a strong emphasis, among local government  offi  cials surveyed, 

to treat all these places “equally” (consistent with the Soviet  model). Yet, equal 

treatment may be fi scally ineffi  cient as the net marginal social benefi ts per 

dollar spent on similar investments cannot be the same in each region given 

their diff erent endowments. Possible economies of scale also could increase the 

effi  ciency  of the concentration  and sharing of certain social infrastructure  assets 

– thus the consolidation of rayons at least along service lines.

Budgetary Defi cits and the Compliance-Enforcement Nexus

Defi cit fi nance  increases the budgetary strains of devolution  of responsibilities, 

decentralisation  of powers, Th e budget of a rayon, for example Cherepovetz , is 

a unifi ed capital-operating budget and is not required by any level of law to be 

balanced. A defi cit may be (and commonly is) projected for the current year, 

unlike in the Soviet  system where both the expenditure and revenue sides of 

the local budgets  were determined locally within the constraints and guarantees 

discussed earlier in this paper. 16 A budget passed by Cherepovetz’s Legislative 

Assembly during the time of this study showed an expected expenditure level 

13 The rayon has no revenue equalization powers.
14 Maltese (1992) gives similar data for Estonia  and compares it with countries such as Finland and 

Sweden .
15 Federal, oblast, and rayon laws provide for area mergers and consolidations.
16 In the United States, most local operating budgets  are required by law to be balanced, although 

this is not true of capital budgets  and the separation of these two budgets  is common.
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of 75,371,100,000 could exceed by 13% the expected revenues  at 95,300,700,000 

rubles. 17

In the past, projected shortfalls have been met by either cutting capital ex-

penditures  (in particular, a hospital and a day care center), reducing hours at fa-

cilities (such as clubs), assistance from other levels of government , paying current 

wages out of reserves (for teacher vacation pay), and delaying payment of cur-

rent liabilities (including wages of other rayon workers). Wages arrears have been 

known to accumulate for between 4-6 months. 18 Local administrators nearly 

unanimously agree that non-payment of taxes and user frees principally causing 

shortfalls and diffi  culties in implementing a local budget. Revenue sources may 

be dedicated, but they yield little because people commonly do not pay. Tax and 

fee evasion and avoidance plague even the national government (McKay, 1996).

For households, under the current system in Eastern Europe, there are 

free-rider  problems generally associated with the pricing of public  goods and 

the inability to exclude users. To illustrate, because heat is centrally provided and 

there are no individual meters, it is impossible to cut-off  individual households 

or to know how much heat each unit uses. When the central heating system is on, 

everybody gets heat; when it is off  nobody gets heat. To approximate household 

heat consumption in order to determine a fee, the Russian  Academy of Science 

calculates an “average” household usage. Average household usage is multiplied 

by an average cost of production for all 25 boilers in the rayon and by law only 

30% of this amount can be charged (and this 30 percent must not exceed 15% of 

family earnings). 19 A “free rider” problem exists because non-payers can not be 

cut off  due to lack of individual unit control and a legal guarantee of heat which 

eliminates incentives to pay. As user fees are not based upon actual use, there is 

no incentive to economize and the social minimum provision of heat may lead to 

costs well above the social optimal.

Even if tax payers wanted to pay for social services , they are oft en unable 

to pay due to pay-roll tax arrears. Individual households are generally in arrears 

because their employers, including the local government , are in arrears in paying 

both employees’ salaries and in paying amounts due the government. Most large 

17 The profi t tax is the principal source of revenues  (34%) while the principal expenditure (20%) 
is for housing and utilities – followed by education (19%). About 8% of all expenditures  go to 
various forms of agricultural subsidies and subsidised loans to business (usually given at 25% of 
the central bank interest rate amounting to an effective interest rate of between 40-50 percent).

18 A study of 1300 U.S. cities, roughly the size of Cherepovetz , and their adjustment to economic 
crisis shows the importance of cutting back capital expenditures  (67 percent) and cutting back 
in services (32 percent). Only 25 percent of the cities chose to postpone wage increases. Holding 
wages in arrears is not a common option (Bryce, 1979).

19 Furthermore, user fees are set by current federal law to cover less than 100% of total costs. Even 
if user fees were collected, subsidies would still be required.
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fi rms are currently operating at a loss and have limited cash fl ow, so they post-

pone wage payments; they are also allowed to postpone withholding taxes until 

salaries are paid. 20 Such tax payments are required even for businesses operating 

at a loss, because revenues  rather than profi ts are taxed in Russia .

Private sector non-compliance with tax payments refl ects a number of 

problems. For small fi rms, many sidewalk, mobile enterprises, and underground 

operators are able to elude tax collectors altogether. For larger fi rms, they need 

signifi cant increases in investment if they are to be competitive in foreign 

markets and in domestic markets. Yet, greater investments increase depreciation 

allowances and thereby reduce tax liabilities and receipts over the depreciable life 

of the assets or the applicability of the tax credit used as an investment incentive. 

In addition, non-compliance by major fi rms oft en refl ects their strong bargaining 

positions. Assets seized for tax non-payment is unlikely as the government  will 

probably not fi nd private buyers for the fi rm’s outdated equipment and plant 

(and post seizure re-nationalisation would likely be politically unpalatable). 21 

Even if such seizure without a pre-packaged sale occurs, local government cash 

fl ow problems could be accentuated, as the government (at least temporarily) 

would have to operate outdated plants and equipment at high maintenance costs 

for a business presently operating at a loss. Lest there be involuntary servitude, 

the government would also have to pay employee wages and benefi ts during its 

tenure of operation.

Limitations on Increasing Taxes and Fees, Debt Financing, 
and Reducing Expenditures

Defi cit reduction through increased taxes and fees is likely to be a weak remedy 

given the current levels of non-compliance. Increasing taxes and fees would not 

signifi cantly increase revenue and would only penalize those who currently com-

ply with tax payments. Indeed, a reduction in taxes and fees is more likely to yield 

greater compliance if tax rates are realistically tied to taxpayers’ ability to pay or 

to benefi ts received as rampant noncompliance may signal structural problems 

20 The inability to pay an employee may be unrelated to the fi rms’ withholding taxes. The fi rm 
could be required to calculate withholding taxes and transmit them on a timely basis, even 
though the employee has not yet received cash. The fi rm would then be in debt  only for pay-
ments to employees. Yet, given a cash fl ow problem and a choice between paying the government  
and paying employees, paying employees may be preferred by all parties (including the rayon). 
Therefore, paying government payroll taxes usually does not occur when the payroll cannot be 
met.

21 Plant closures would be politically diffi cult because these fi rms disguise unemployment  (keep-
ing the offi cial rate of unemployment low) and since these fi rms are often employee-owned, a 
closure or a seizure may be refl ected by discontentment at the local polls.
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with the tax system. 22 Higher tax rates lead to greater incentives to avoid taxes. 

Moreover, because incomes are so low, higher tax rates run the risk of violating 

Russian  laws which limit taxes and fees to about 30% of income.

Increasing user fees to levels which allow for complete cost recovery is 

another option. Yet, given depreciation and obsolescence of most of the boilers 

and other equipment used to provide utilities, the costs to be recovered would be 

relatively high replacement  costs as opposed to low historical or acquisition costs. 

Even if cost recovery covered replacement plus operating costs, such costs would 

probably not be within the fi nancial capacity of users. Th e subsidizing of utility 

use may be required for some time.

Th e issue of debt  is also unlikely to be a way of generating local revenue. 

Many local jurisdiction charters do not provide for the issuing of long-term debt 

(in the form of bonds) or short-term debt (in the form of tax anticipation notes) 

as US counties do. Cherepovetz ’s charter only allows bank borrowing, and with 

interest rates ranging from 120-200%, even bank borrowing is infeasible. Given 

defi cit spending, as well as delays in payments and in receipts, low local govern-

ment  bond  credit ratings would make the cost of borrowing prohibitive. For all 

practical purposes, therefore, these jurisdictions are shut out of the debt market .

In spite of their budgetary independence, substantial limits remain on lo-

cal discretionary spending. Russian  federal, oblast and rayon laws mandate that 

rayon budgets  cover certain minimum norms – including numerical norms for 

food, nutrition, health care, libraries, ambulances, orthopedic services, clubs, 

social help centers, transportation and wheel chairs for invalids, rehabilitation 

centers, clinics, clothing, orphanages, and schools. Th ese norms are also defi ned 

for specifi c population  characteristics such as age, sex and type of handicap. Over 

time, these costs have been escalating throughout Russia  (Alm and Sjoquist, 

1995). Yet, as previously mentioned, federal and oblast laws mandate that if the 

rayon is unable to meet these social minimums, the federal or oblast government  

will contribute from their own budgets  or through devolving revenue sources to 

the locality . Roughly 85 percent of Cherepovetz ’s budgetary expenditure falls into 

the social norm category. 23 Th e local assembly also limits budgetary discretion 

through a list of four categories of protected expenditures , in order of importance 

are public  sector wages and salaries, medicine and medical supplies, meals, relief 

22 There are two elements of such a structural problem, whether the appropriate levels and types of 
taxes/user fees (in lieu of transfers) are applied at the local level and whether the rates are too 
high given the ability to pay and the desire to promote re-investment. See Bird (1995) and Bird, 
Freund, and Wallich (1995) for more on the fi rst element.

23 This fi gure, which matches other estimates, was derived by summing all social-type line items in 
the budget and dividing by total expenditures . Mitchneck (1995) notes that most local expen-
ditures was focused on social assets, while economic development expenditure depended upon 
higher level government  authority  perceptions  of local government in their budgetary alloca-
tions.
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and benefi ts required by federal and oblast laws, and, fi nally, electricity, security , 

and heat. 24 Yet, no revenue sources are earmarked to fi nance  these expenditures

The Need for Budgetary Control Measures

Th e Soviet  model of setting minimum social standards (which translate into local 

government  budgetary expenditures ) confl icts with the lack of assured revenue-

yielding ways of fi nancing such expenditures. Given limited revenues , the bulk of 

local level budgetary decisions revolve around meeting these standards – reduc-

ing if not nullifying the practical meaning of budgetary discretion.

Yet, greater operational effi  ciency  is always possible and should be encour-

aged. As I have claimed at a seminar of about 40 local public  administrators in 

Cherepovetz  and in several Estonian  cities, the application of the basic concepts 

(without the technicalities) of zero-based and performance budgeting  would en-

courage periodic program review – promoting effi  ciency and the modifi cation 

and elimination of projects. A simple zero-based budgeting exercise would allow 

each agency to assess current activities, set priorities, and gauge progress on ac-

tivities. A performance budget would allow government  offi  cials conduct needs 

assessments, determine methods of implement, ear-mark funding and identify 

obstacles in meeting specifi c, oft en quantifi able, objectives for a defi ned period 

of time.

A simple cost analysis would allow government  offi  cials to contain costs by 

classifying fi xed costs diff erently from variable costs would allow them to identify 

cost centers. To control expenditure, a system could be established to regularly 

calculate divergences between budgeted (appropriated), obligated, and actual 

expenditures  at the agency level. Currently, the budget director in Cherepovetz  

prepares an overall analysis of such discrepencies, but agencies and perhaps even 

program managers could conduct similar analyses.

Recommendations 25

For many local jurisdictions in Eastern Europe, there are few defi cit reduction 

options. Yet, as fi rms go through the process of bankruptcy, government  reor-

ganization, as corporate reorganization, should be considered for their potential 

economic impact. Administrative re-alignment needs to occur centered around pub-

24 Resolution of Borrowing, passed by the Legislative Assembly, Cherepovetz , Rayon, February 14, 
1996.

25 These recommendations were developed from the over 100 hours of in-depth interviews with 
public  offi cials and have checked to ensure their Constitutional, legislative, and normative legal-
ity.
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lic  sector functions. Th e creation of water districts, sewage districts, health districts 

and the like, which cut across jurisdictions and are administered through inter-

governmental agreements, shared governance and fi scal  responsibilities repre-

sent examples of such realignment . Advantages include reduced costs, increased 

administrative effi  ciency  (by drawing the best resources, such as personnel, from 

a wider resource pool, increased specialisation and concentration , and reduced 

average costs per capita (by spreading costs over a larger population  and by wid-

ening choices for physically locating plants and other capital structures). While 

local autonomy and control is reduced, each jurisdiction still retains its political 

structure and will have representation  in the governing bodies of these service 

districts.

Public authorities should also be established. Public authorities are nonprofi t 

organizations formed by government  to carry out highly specialised functions 

(usually related to infrastructure ) within a service district that may cross jurisdic-

tional lines. Th ey are fi nanced primarily through the issue of debt , user fees, and 

less frequently through earmarked tax revenues . As such authorities are politi-

cally and fi nancially independent of the government, they can help relieve local 

government budgets , reduce the impact of political and budgetary in-fi ghting 

and compromises, and respond fl exibly to customer needs (bypassing of many 

rules that bind government service provision).

Again, while some accountability  is lost, much is retained, as elected offi  cials 

design, appoint, evaluate and approve many of the actions (including budgetary 

ones) of the authorities. For example, the authority  may have the power to issue 

bonds, but setting the terms of these bonds, issuing them and contracting with 

the underwriters may be done by a government  body and the terms under which 

the authority is allowed to issue the bonds can be denied or amended.
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The Property Tax – A Missed Opportunity for Fiscal 
Decentralisation  in Transition Countries? The Czech  
and Slovak  Cases

Phillip J. Bryson  and Gary C. Cornia 

Introduction

Th e study of the transition  of the former Soviet  Union and the bloc countries 

of East Europe has focused mostly on the transitioning private sector. In the 

literature, much attention has been paid to the ways in which centralised 

governments get out of the business of trying to micromanage the nation’s 

productive enterprises. Less attention has been paid to the equally important 

question concerning the ways in which the public  sector is decentralised and 

local democracy  is achieved. 1 Th e transition to a set of decentralised, democratic 

institutions (the process of fi scal  decentralisation) is a diffi  cult problem, given 

the persistence of Marxist-Leninist legacies. Th e centrally planned countries 

had no new public  and private managerial elites  or opposition parties waiting in 

the wings to replace the old nomenklatura , the party elites , and the entrenched 

bureaucracy. Only the new Bundesländer of East Germany  could obtain new 

personnel from its big brother country to the west. Th is means that the personnel 

that manage public  sector transition are usually those trained under the old 

system. Yet, the durability of traditions and personnel are not the sole factors 

responsible for the tendency to block the devolution  of power to subnational 

governments. Th e political environment and the centripetal forces inherent in 

center/periphery relationships make decentralisation  extremely diffi  cult, even 

without the inertia of the actors and the customs involved.

1   Central planning provided for all public  goods and services at the behest of the central govern-
ment  and its ministries. There were no real sub-national governments, since all policy decisions 
related to taxation and the distribution of public  services were made at the center. “State  admin-
istration,” or the faithful implementation of the central will and plan, was the only work done at 
the sub-national levels.
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While we expected wide support for decentralisation , especially in the 

Czech  and Slovak  Republics which have a history  of local government  inde-

pendence, centrist forces have remained exceptionally strong throughout the 

region. Two forces promised to promote decentralisation – the desire of Eastern 

European countries to acceed to the EU  and EU  demands that they develop 

viable democratic governments and market  economies. Yet, no EU  demands 

for fi scal  decentralisation were made. Section I will introduce the problems as-

sociated with eff orts at fi scal decentralisation eff ort (especially in the provision 

of local public  services). Th e problems of local fi nance  in transition  countries 

and specifi cally in local revenue collection through the use of the property tax 

and the provision of funds transferred to municipalities from the center are ad-

dressed in Section II. Section III reviews the experience of fi scal decentralisation 

in the Czech  and Slovak  cases and shows some of the ways that fi scal decen-

tralisation, in spite of the more hopeful developments of transition, is failing. A 

review of the grants system in the Czech  Republic is the focus of Section IV, and 

the potential role of the EU  as a promoter of democracy  and decentralisation 

will be reviewed in Section V. Implications and conclusions will be discussed in 

Section VI.

The Problem of Fiscal Decentralisation  in Transitioning 
Countries

Overcoming the legacies of the former regime remains a key problem aff ecting 

the transition  from central planning to market  democracy . Such a problem 

extends beyond this, to the poverty of local governments in the region, who 

must wait for transfers from central governments who are also in continual 

fi scal  crisis, and extends to the institutions of inter-governmental relations 

(which block both resources and autonomy for local governments). Th e 

institutions of the nascent democratic republics face serious moral hazard  

problems, which is likewise a legacy of former planning systems (Bryson  

and Cornia , 2003). Moral hazards  and other problems result from the 

center’s unwillingness to inaugurate large-scale change in local public  service 

provision. Policy makers prefer to continue behaving as they did under the 

planning system, specifi cally by keeping taxes indirect and non-transparent 

and providing those public  services which can be aff orded without political 

opposition. Local citizens, disinclined to shoulder the fi scal burdens of public  

service provision, preferring local public  service fi nance  from transfers from 

the center rather than from local taxation. Central governments agree to such 

transfers and retain complete control over the programs funded. In the case 

of social goods formerly provided by state-owned enterprises, the state was 
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willing to retain soft  budget constraints for enterprises because of the potential 

strain on enterprise budgets . 2

Given the inertia of the former system, transition  thus far has not greatly 

improved the provision of public  goods and services. In cases where hard 

budget constraints were adopted, unemployment  not previously experienced 

resulted as the state withdrew subsidies to enterprises which had been retaining 

superfl uous workers. Privatisation  and marketisation also led fi rms to stop 

providing social goods and services seen as “entitlements ” in the western 

social market  economies. Citizens qua consumers were not largely opposed to 

foregoing generous public  goods provision at the outset of the transition, since 

they anticipated the greater availability of the much richer menu of private goods 

common to market economies. 3 While the provision of acceptable public  services 

in the municipalities of transition countries can be postponed, it is unclear how 

countries that are extremely eager to be associated with the European Union  can 

indefi nitely ignore the acceptable provision of public  services. Th e transition to 

democratic institutions, market economies, and self-determination at the local 

government  level demands that the question of municipal fi nance  be addressed 

in a more satisfactory manner.

The Provision of Public Goods and Services: Potential Role of 
the Property Tax in the Transition

Under central planning, the government  planned the provision of public  goods 

and services; local offi  ces were expected only to implement state plans. Local 

autonomy, so highly valued by Czech s, Slovak s, and others in East Europe, was 

lost until the post-communist era began in 1990. As in other transition  countries, 

Czechoslovakia  began to decentralize its fi scal  system immediately aft er transi-

tion began in 1990. Early legislation was passed, to establish a more Western-style 

taxation and budget system – yet the property tax, potentially a primary source 

of local revenues , was left  largely unchanged from the nominal tax it had been 

in the central planning era. Th e “Velvet Divorce” of 1993 set the new Czech  and 

Slovak  Republics – with their same fi scal legislation and institutions, and prop-

2   Under central planning several kinds of public  and even private goods were provided directly 
to the workers through their enterprises (Bryson , 1984). In humanizing their formerly capital-
ist fi rms, communist governments elected to provide much of the housing, health care, nursery 
care, vocational training, general education, recreation, and even sports and vacation facilities 
through enterprises.

3   The Socialist  economies produced far more public  goods than private goods and consumers were 
expected to temporarily forego goods such as excellent schooling, health care, and housing. The 
willingness to wait for high quality public  goods, however, was predicated on the greater avail-
ability of the private goods (such as electronics and automobiles) which had been in such short 
supply under central planning.
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erty tax base and rates – on independent development paths. Th e issue of fi scal 

decentralisation , while given little attention in the transformation , is vital for the 

democratic development of the former centrally planned countries. Since the 

downfall of communism, fi scal crises in the transitioning countries have been 

common, and transfers of funds from the center to the subnational governments 

have generally been insuffi  cient to cover needs. Municipalities have not been able 

to function at full eff ectiveness for reasons which extend beyond having insuf-

fi cient funds for public  service provision. Municipalities have also been unable 

to enjoy genuine autonomy, especially because they lack suffi  cient sources of in-

dependent revenue. In the Czech  and Slovak  Republics, failure to modernise the 

property tax – the traditional source of independent fi nance  in Western countries 

– has caused great diffi  culties. Th e property tax remains the same purely symbolic 

and ineff ectual tax that it was under central planning regimes.

Power  devolution  is not a part of the instincts of either central or munici-

pal agents. Th e advocates of strong central government  view transition  country 

municipalities (such as those in the Czech  and Slovak  Republics) as being either 

incapable of fi scal  autonomy, or unwilling to demand or require such autonomy. 

Th ey also argue that many Czech  and Slovak  Republic municipalities and town-

ships are too small to manage self-government given a lack of technical abilities, 

resources, viable fi scal base, and scale economies in the provision of public  goods 

and services. Immediately aft er the Velvet Revolution  of 1989, Czechoslovakia  

permitted villages and towns, many of which historically had been arbitrarily 

amalgamated, to declare their independence. Th is dramatically increased the 

numbers of independent municipalities (obci) in Slovakia , Moravia  and Bohe-

mia .

Insuffi  cient size is not, however, the only problem facing many municipali-

ties in the two republics. Problems of both horizontal and fi scal  imbalance  must 

be addressed by sub-national governments in those former Soviet  countries that 

are undergoing public  sector reform . Horizontal fi scal imbalance  results from 

the availability of diff erent resources to municipalities having disparate wealth. 

Vertical imbalance  occurs when central government  captures most of the tax-

able sources, leaving municipalities with insuffi  cient independent tax revenue 

sources.

Th e lack of trust in government  represents another important problem for 

transition  countries. Th e process and outcome of decentralisation  will enhance 

the effi  ciency  of public  services as government is brought closer to the people 

(Tiebout, 1956; Bish and Kirk, 1974). Decentralisation  makes public  servants’ de-

cisions more transparent and permits citizens to participate more eff ectively in 

government at low cost (Oates, 1998). Successful decentralisation requires, how-

ever, the reassignment of personnel and responsibilities, oft en with a reduction in 
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services, which is not always easy for citizens to understand or support (Amsden, 

Kochanowicz and Taylor, 1994).

For fi scal  decentralisation  to succeed, local governments must have access 

to an autonomous source of tax revenue and should not be dependent upon the 

center for all revenues  (Bird et al., 1995). Local activity increases the visibility 

of choices made by elected and appointed public  offi  cials, and accountability  

increases pari passu with visibility (Litvak, et al. 1998). Th e property tax embodies 

the positive characteristics required of a local tax. Th e property tax is immobile, 

as taxpayers cannot evade it by engaging in transactions outside a relevant 

political border. Th e property tax is stable as it provides fairly constant revenues  

independent of the business cycle. It is potentially neutral as its imposition does 

not cause changes in the utilization of the services of taxed properties. Th e tax 

falls on taxpayers who presumably have the means and the ability to pay (they 

are home owners and property holders). 4 As local public  services improve and 

increase property values , the benefi ciaries are required to pay for the increased 

value. Finally, as a direct tax, it is visible to taxpayers. 5

Visibility is both an advantage and disadvantage; the design and implemen-

tation of an eff ective property tax is very challenging. Since it is direct and vis-

ible, property taxes make citizens and offi  cials less comfortable than is the case 

with indirect taxes, such as the VAT (Youngman and Malme, 1994). Both citizens 

and offi  cials usually prefer excise taxes and local fees on a variety of transactions 

(Shleifer and Vishny, 1998). For local offi  cials, the property tax too oft en generates 

political problems (Paugam, 1999). Th ere are also administrative and practical 

problems with property tax implementation (Bahl and Linn, 1992). Market-ori-

ented property values  can be diffi  cult to establish in the absence of a functioning 

real estate market  (Bertaud and Renaud, 1994). Th e uneven distribution of the 

property tax base creates inequalities (Netzer, 1966). Other practical problems in-

clude infl ation , which can erode assessments which are not automatically linked 

to infl ation or economic growth  and poor quality cadastral data, collection and 

enforcement eff orts.

As a consequence of political and practical issues, the property tax remains 

critically under-used, especially in the transition  countries; impeding successful 

decentralisation and undermining potential welfare gains from decentralisation  

(Dunn and Wetzel, 2000). Local governments in transition countries have been 

almost uniformly under-funded and are overly dependent on central transfers 

(Bird et al., 1995). Th e fee-generating services they provide largely fail to match 

4   Excise taxes, for example, can be regressive, as they represent a larger portion of lower than of 
higher incomes.

5   See Musgrave (1993) and Oates (1996).
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their signifi cant resource needs and may constitute “nuisance levies” that cost 

more to collect than they yield in revenues .

Fiscal decentralisation  can succeed only if inter alia the following three 

conditions hold. First, there must be a correspondence between the expenditure 

responsibilities of local governments and the fi nancial resources available. Second, 

the autonomy of subnational governments must be increased by providing 

incentives for them to mobilize their potential resources. Th ird, the system for 

providing transfers must be transparent and based on objective and consistent 

criteria, rather than through negotiation and ad hoc bargaining. 6

Moral Hazard Problems in Property Tax Administration

Principal/agent confl icts are common in transition  countries’ fi scal  regimes due 

to the marked divergences between the perspectives and incentives of central 

and sub-national governments. Agents tend to pursue their own interests rather 

than those of the principal; in part, because agents tend to regard themselves as 

principals. Local government  can be considered the principal, and the central 

government as the agent. Th e local government principal receives property tax 

revenue as a result of the agent’s actions, but the agent central government will 

not generally share in the revenues , in spite of its superior resources and position. 

Such a situation predominates in the Czech  Republic – resulting in moral hazard  

problems.

Th e sub-national governments, desperately needing funds, can only hope 

that the center will exert signifi cant eff ort in administering the property tax – as 

sub-national governments do not administer these taxes nor can they monitor 

tax administration closely. Th eir revenue from these taxes will be far from opti-

mal since the center has fewer incentives to exert the eff ort and resources needed 

to generate property tax revenue. Smaller property tax revenues  can easily be 

off set by greater transfers from other taxes or revenue sources. Yet, even if local 

governments are fi nancially no worse off  (if the center compensates for its lack 

of eff ect in property tax revenues ), these alternative revenues  oft en come with 

“strings attached”.

Moral hazards  can also emerge when the central government  transfers 

revenue to local governments. Fiscal redistribution is justifi able if the distribu-

tion of resources is badly skewed across subnational governments, or if subsidies 

encourage local governments to pursue activities of high priority to the center 

(Musgrave, 1961). But transfers from the center can merely off set revenues  that 

could have been raised locally. If the central government compensates the mu-

6   Ibid. 59.
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nicipality  for the property tax funds it has failed to collect, local offi  cials can act 

less transparently.

Comparative Municipal Fiscal Performance in the Czech  and 
Slovak  Republics

Th e Slovak  Republic has administered its property tax locally while the Czech  

Republic has administered it centrally. Th e Czechs have transferred consider-

able revenue to local governments, while the Slovaks have been far less gener-

ous in providing transfers. From the 1960s until the end of central-planning, the 

Czechoslovak federation’s local governments derived roughly 60% of their total 

receipts from subsidies. From around 1984, however, they experienced a gradual 

decline in central government  subsidies, a trend that extended beyond the transi-

tion  to market  economics and democracy . Although there was a brief expansion 

of transfers from 1990-1992, the decline continued. Aft er the mid 1990s, subsidies 

represented no more than about 25% of the total receipts of Czech  and Slovak  

municipalities (Pekova, 1996).

Table 1

National and Local Budget in the Slovak Republic

1993 1994 1995 1996 1997 1998 1999 2000

Public Budget TR* 170 158 184 273 279 287 324 371

National Budget* 150.3 139.2 163.1 162.9 175.8 179 179 224

Local Budgets* 19.5 19 21 21.5 23.5 22.7 21.3 24.8

Local as % of National Budget 12.97 13.65 12.88 13.2 13.37 12.68 11.9 11.07

State Grants to Local Budgets* 1.5 1.1 1.2 1.3 1.8 2.08 2.24 2.77

Grants as % of Local Budgets 7.69 5.79 5.71 6.05 7.66 9.16 10.52 11.17

Total Local Revenues* 21 20.1 22.2 22.9 26.7 25.9 24.2 27.4

Local Budget Expenditures* 19.3 19.1 18.9 21.9 25.3 25.8 23.9 26.5

Real Estate Tax* 1.6 1.79 1.73 2.14 2.61 2.4 2.72 2.87

RE Tax as % of Local Revs (%) 7.62 8.91 7.79 9.34 9.78 9.27 11.24 10.47

* Bilions Sloval Crowns (SK) and Czech Crowns (CK).

* Slovak State Grants in 1991: 7.961, 1992: 2385

Source: Federal Ministry of Finance, Czech and Slova Republics, and own calculations.
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Table 2

National and Local Budget in the Czech Republic

1993 1994 1995 1996 1997 1998 1999 2000

Public Budget TR* 422 472 536 585 562 595 626 651

National Budget* 358 390.5 440 482.8 479.6 509 538 557

Local Budgets* 91.1 111 129.1 161.72 145.3 157.2 187.7 181.8

Local as % of National Budget 25.45 28.43 29.34 33.5 30.3 30.8 30.9 32.6

State Grants to Local Budgets* 27.03 29.25 33.28 59.44 35.87 37.39 41.43 46.05

Grants as % of Local Budgets 29.67 26.35 25.77 36.75 24.68 23.79 22.07 25.33

Total Local Revenues* 101 111 129 162 147 162 188 181

Local Budget Expenditures* 90.1 112.1 132.3 171.1 150.5 158 173 190

Real Estate Tax* 3.021 3.808 3.799 4.018 3.943 4.108 4.248 4.437

RE Tax as % of Local Revs (%) 2.99 3.43 2.95 2.48 2.68 2.53 2.26 2.44

* Bilions Sloval Crowns (SK) and Czech Crowns (CK).

* Slovak State Grants in 1991: 7.961, 1992: 2385

Source: Federal Ministry of Finance, Czech and Slova Republics, and own calculations. 

Table 1 shows the fi nancial situation from the end of central planning to 

2000. Th e data indicate that Slovakia ’s municipalities are substantially poorer 

than those of the Czech  Republic as compared with Table 2. From 1993 onwards, 

aft er the Velvet Divorce, Czech  municipal budgets  were more than twice as large 

as those of Slovakia, even without taking into consideration the greater value of 

the Czech  crown. Th e diff erence between the two is best illustrated by a per capita 

comparison of grants from the respective central governments. By the end of 

the period, per capita public  services expenditures  for Czech  citizens were three 

times greater than those for their Slovak  counterparts. Local budgets  in Slovakia 

are only about 14% of the total national budget. In the Czech  Republic, they are 

as high as from one quarter to just over one-third of the national budget.

A comparison of central government  grants to municipalities reveals the 

reason for the relative poverty of Slovakian municipalities. Grants in Slovakia  

ranged from 1.5 billion Slovak  crowns (SK) in 1993 to 1.1 billion SK in 1994. Th e 

grants paid by the Czech  central government to the municipalities ranged from 

just over 27 billion CK in 1993, to 59.5 billion CK in 1996. (One should keep in 

mind, of course, that the population  of the Czech  Republic is twice as large as that 

of Slovakia.) Interestingly, in the years just prior to Slovak  independence (1991 

and 1992), the government in Prague provided grants of 7.9 billion and 2.4 billion 

crowns respectively for Slovak  municipalities.

Independence from the Czechs turned out to be a shock for the municipali-

ties of the Slovak  Republic, for it separated them from the Czech  central budget. 

Th e Slovak  municipalities soon discovered that the strange politics  of the Mechi-

ar era would also separate them from the Slovak  central budget. Mechiar was 

interested in the “family privatization” of Slovak  industry, but not in helping solve 

the problems of Slovak  towns, cities, and regions. He let them know they would 
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be forced to solve their own fi scal  problems, for there would be no signifi cant 

resource fl ow from the center to the subnational governments.

The Czech  System of Inter-governmental Grants

In the Czech  case, the central government ’s ongoing eff orts to fund the cities and 

towns occurred primarily through revenue sharing and fi nancial grants. As noted 

in Table 3, local tax revenues  were only 13.6% of total budgets  at the beginning of 

the period in 1994. From 15% in 1995, the share then declined for three straight 

years, reaching a low for the period of 12.8% in 1997. Increasing over the next 

three years it reached an all-time high in 2000 of 15%.

In the early years the center transferred a considerable share of the personal 

income tax revenues  that it collected to the local governments. In 1994 and 1995, 

municipal governments received 89% and 87.6% respectively of those revenues . 

In 1996, this share dropped to 63% and remained at that level. Corporate income 

tax followed a contrasting pattern, with the center initially transferring only a 

small portion to the municipalities. In 1994 only two tenths of one percent of 

corporate income tax revenues  accrued to local budgets , increasing quickly to 

the level of over twenty percent. It increased only gradually up to 26% from 1996 

to1999, reaching 31% in 2000.

Federal grants have been an important and increasing source of funding 

for Czech  municipalities. Th ey have represented roughly a quarter of the budgets  

of the local governments since 1994. Th ey constituted 22% of total accessible 

funds in 1994 and 29.8% in 1997, declining to around a quarter of the total for 

the remainder of the decade, holding at 25.7% in 2000. Over the past decade, the 

joint contribution of transfers and shared taxes has remained at roughly 70% of 

local government  revenues , but a “meaningful degree of tax autonomy for local 

authorities was still missing” (Oiliveira and Martinez-Vazquez, 2001).

Th e Czech  Republic is unique compared to most other European countries 

(including other transition  countries) because it does not off er equalization grants 

to districts or municipalities. Instead, a complex system of conditional grants or 

subsidies transfers funds to promote central government  policy objectives. Since 

they are targeted for specifi c purposes, local governments must follow directives 

and report on how funds were spent. 7 Th e relative importance of earmarked 

subsidies is, however, declining, providing only 24% of all local revenues  in 1999. 

Table 4 provides an overview of the types of earmarked subsidies available.

7   Ibid. 48.
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Table 4

Comparison of the Two Types of Earmarked Grants

Categorical grants

 For funding tasks delegated by the center to municipalities

 Must be spent on specifi c, well-defi ned programmes

 Require no matching funds from the municipalities

 Distributed generally on a “per head” basis

 Cover outlays for social assistance, early education, hospital and assistance 

institutions, fi re brigades, and the execution of general government  

services including registration and permits.

 Used by central governments inter alia for redistributing fi scal  resources, 

countering externalities, adjusting for vertical imbalances, and promoting 

local government  expenditures  in support of national programs. 8

Capital transfers

 Originate from central government  general budget and from State  Envi-

ronmental Fund

 Aimed at inter alia fi re protection, natural gas distribution, schools, de-

velopment of industrial zones, hospitals, water and sewerage treatment 

plants, and public  transport.

 Matching funds are required of municipalities for all centrally supported 

capital infrastructure  projects (except for the building of new social care 

institutions).

 Capital transfers from State  Environmental Fund used for 

environmental purposes (fund water supply systems or introduce gas, 

fl ood control, and energy conservation measures).

 Matching funds of at least 20% required of the subnational 

governments at rates set by the state agency. 9

8   If unconditional grants were used rather than categorical transfers, central authority  would dem-
onstrate greater respect for the decision-making autonomy of local government  offi cials. The 
nearly exclusive use of earmarked grants suggests the central authorities’ belief that they have 
identifi ed all local level priorities and that they simply possess better information on needs than 
local offi cers do.

9   In 2001 the State  Environmental Fund transferred a share of about 7 percent of the Republic 
total for that year.
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Grants and the Future

Specifi c transfers provide negative incentives for municipal revenue generation as 

the central government  reduces transfers as local governments increase their own 

revenues . Th e discretionary allocation of grants also tends to be less effi  cient and 

fair than the use of objective formulas or well-publicized legislative procedures and 

criteria. 10 Oliveira and Martinez-Vazquez suggest instead that local governments 

develop comprehensive expenditure plans in line with the center’s capacity to pay.

Clearly, budget transfers from the center give the Czech  obec considerably 

more options than those available to Slovakia . Th e state provides a large share of 

Czech  municipal funding, so Czech  municipalities enjoy less budget autonomy. 

Much of this funding consists of resources other than the property tax, as the more 

generous provision of fi scal  grants and transfers to Czech  municipalities appears 

to avoid the need to develop the property tax as a revenue source. In contrast, local 

independence plunged Slovak  municipalities into poverty, but placed them under 

a hard budget constraint with a large measure of budget autonomy from the center. 

Th e Slovak  Republic forced its municipalities to increased property tax yields by 

forcing them to be more responsible for their own revenues . Further fi scal develop-

ment in Slovakia would, however, require a more serious property tax. Transfers 

from the central government  are unlikely to satisfy local fi nancial requirements, 

since they only represented about a tenth of the local budgets . Th e Slovaks should 

thus continue to develop local autonomy through the establishment of a more 

substantive property tax.

Since transition  began, both republics have struggled with periodic fi scal  

crises – resulting in reduced revenues  to the municipalities and increased transfers 

of additional service provision responsibilities. Numerous unfunded federal man-

dates refl ect this transfer of responsibility from the center. Th e Czechs have been 

less guilty than most other transition countries, but even when the Czech  govern-

ment  funds centrally mandated programs, it retains strong infl uence over the use 

of central funds and thus subverts the development of local autonomy.

Th e lack of a serious property tax may appear to be of no large consequence 

given the Czech  Republic’s relative largesse toward its sub-national governments. 

Th e fi scal  needs of the Czech  regions, districts and municipalities could be (and 

largely is) amply covered through central government  transfers and other revenue 

sources. 11 Th e fi scal needs of the municipalities have not been properly taken 

10 Fairness may be reduced due to distortions by pressures from lobbyists representing local govern-
ments or by parliamentary members defending or lobbying for local interests.

11 It appears that the European Union  early on accepted this fact as evidence for the proposition 
that the Czech  Republic was developing satisfactorily as a modern democracy  and should be 
admitted as a full member.
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care of, however, even though these needs are less than those of Slovakia  and 

some other transition  countries. Th e central government also takes a paternalistic 

attitude toward the municipalities, with “agents” probably feeling they are 

promoting the fi nancial security  of the cities and towns. Yet, to the outsider, central 

government appears to be prohibiting the independence of the municipalities and 

regions (Bryson  and Cornia , 2000). Th e center has not moved beyond the central 

planning era’s tendency to rely only on local offi  cials for state administration. Th e 

center generally establishes the policies, allocates the funds, and gives very specifi c 

directions on how local offi  cers are to utilize the funds. 12

Th e administration of public  housing demonstrates the spirit of 

intergovernmental relations  whereby the policy preferences of central 

government  force municipalities to operate at a loss. Aft er the Velvet Revolution  

in 1989, the central government turned public  housing over to the municipalities. 

Th e notoriously poor quality buildings which needed major expenditures  

were transferred without the funds to maintain or repair them. Privatisation 

proceeds from housing units provides a supplementary revenue source for the 

municipalities. Housing rents and charges on regulated public  utilities like water 

and gas are still held at levels below full cost recovery, however. Th e salaries 

of local government employees are also controlled by central government 

(Martinez-Vasques and McNab, 1997). 13

Transitional countries generally experience these kinds of intergovernmental 

relations  (and worse). Local governments have oft en been administrative 

agents with unfunded mandates burdening their activities. Th e assignment of 

responsibilities without the corresponding resources frustrates local governments 

who are dependent upon state fi nancial transfers. Since the start of transition , 

municipalities have become accustomed to having no independent operations 

based upon signifi cant revenue sources under their jurisdictional control. Th e 

Czech  Republic has generally avoided this situation and the imposition of 

substantial unfunded mandates on local governments (Oliveira and Martinez-

Vazquez, 2001: 26). Th e Czech  central government  must guarantee full funding 

for any new expenditures  arising from delegated functions. Exceptions to these 

rules exist, such as the recent transfer of the responsibility for issuing personal 

identifi cation cards and passports and the public  housing case mentioned 

12 Since the start of transition , municipalities were generally responsible for developing their own 
capital infrastructure . In the Czech  Republic, however, local governments fully depend on the 
central government  to fund capital expenditures  through grants and subsidized loans. Munici-
palities can often suggest projects for funding, but the center selects projects and dictates funding 
terms and conditions.

13 Regional governments, the kraje, are now being phased in, and will be funded for a time by 
transfers from the state budget. They should inherit some of the state’s responsibilities in second-
ary education, regional planning and inter-city transport. Their activities will almost certainly be 
guided by central directives and mandates. Thus, the new kraje will likely become an important 
part of sub-national government  without enhancing local autonomy.
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above. Th ese exceptions help explain why soft  budget constraints develop for 

local governments. Sub-national governments cannot be expected to meet their 

fi nancial obligations if they exceed available funds. Th e municipalities become 

hostage to their administrative directors in central government, but avoid full 

fi nancial responsibility by partnering in their administrative practices.

The EU  and On-going Czech  Centralisation

Th e European Union  could pressure the Czech  Republic to provide genuine 

autonomy for local governments. Th e Czech  system has remained fi scally and 

politically centralised. As a nascent democracy , the central government  must re-

spond to the elected leadership ’s pressure to increase the level of local funding. 

Th e Czech  government is also accustomed to responding to pressure from the 

European Union. Th e EU  is in a position to dictate reforms to countries aspiring 

to membership. Indeed, EU  membership requires that a country achieve:

stability of institutions guaranteeing democracy , the rule of law, human rights  

and respect for and protection of minorities ;

a functioning market  economy  as well as the capacity to cope with competi-

tive pressure and market forces within the Union;

the ability to take on the obligations of membership and adhere to the aims of 

political, economic and monetary union.

Th e EU  could appropriately demand local autonomy, as it guarantees 

democracy . Th e EU  would have the right to expect fi scal  reforms in the Czech  

Republic. Yet, the EU  does not require fi scal decentralisation ; and in its initial 

country report on the Czech  Republic’s accession , questions about budgetary 

and fi nance  systems were limited to the fi nancial control system. Only the Czech  

Supreme Audit Offi  ce (created in 1993) expressed concern, observing that the 

system of internal fi nancial control did not correspond to EC provisions for 

member states. When the Czech  government  expressed its intention to improve 

budgetary control, the EC declared itself satisfi ed. 14

Th e EU  commends the Czech  Republic for strengthening VAT controls 

through additional information technology. 15 Th e EU  also acknowledged 

the Czech  Republic for its Act on Budgetary Rules passed in June, 2000 which 

established the legal framework for budgetary relations with the EC. Yet, the EU  

admonished the Czech  Republic to strengthen its fi nancial control functions at 

all levels and berates it for continued Finance Ministry weakness in tax collection, 

14 See Agenda 2000 – Commission Opinion on the Czech  Republic’s Application for Membership of 
the European Union , (1997) DOC/97/17, Brussels , 15th July.

15 In the 2000 Regular Report by the Commission on the Czech  Republic’s Progress towards Acces-
sion.
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for its analysis of capital investment programmes, and for poor management of 

EC pre-accession  funds.

Th e EU  does not mention the more serious, long-term failure to enable or 

to promote the development of local autonomy as shown by the Czech  Republic’s 

unfunded mandates, tied fi nancial transfers from the center to local governments, 

and disinterest in the property tax as a means of independent fi nancial leverage. 

Devolution was considered a key requirement in a recent attempt to implement 

public  administration  reform  in both the Czech  and Slovak  Republics. Eff ective 

public  administration cannot, however, rely on regional and municipal govern-

ance without fi scal  autonomy.
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Evaluating the Quality of Internal Information Flows 
and Citizen Interaction in Estonian  Local Authorities

Kristiina Tõnnisson 

Public administrative reform  initiatives of the 1990s have resulted in a range of ide-

as about best organising public  administrations and managing public  organisations. 

While reform eff orts vary in depth, scope, and success from country to county, their 

common goals (both in the West and the East) are better administration, increased 

service quality and higher organisational capacity. In the case of Estonia , signifi cant 

improvements in municipalities have taken place in the last ten years – even if some 

local authorities have developed more than others and the degree of changes var-

ies from municipality  to municipality. Th ough improvement has been rather slow, 

Estonian  organisations have become more open and effi  cient and decision-making 

processes, which used to take place behind closed doors (or used to consist of one-

way communication) are giving way to interaction and involvement.

Th is paper describes communication and information fl ows within and 

between the Estonian  municipalities and their external environment, juxtapos-

ing theoretical assumptions about information change with the experiences of 

Estonian local authorities. Data are drawn upon fi eldwork conducted in 1999 

consisting of 73 interviews with public  offi  cials, 156 interviews with citizens, 

direct participant observations and formal document analysis. Follow-up inter-

views were conducted in 2002 consisting of 20 interviews with representatives of 

municipalities, central government  and the private and non-profi t sectors.

Public Governance and Public Service Quality

“Governance” and “quality” are widely used terms with a wide variety of meanings. 

Bovaird, Löffl  er and Parrado (2002: 12) defi ne governance as the “set of formal and 

informal rules, structures and processes by which stakeholders  collectively solve 

their problems and meet societal needs”. Th e defi nition engages diff erent stakehold-

ers and is focused on outcomes rather than outputs. Th e governance concept by 

Kooiman and Van Vliet (1993: 64) points to the creation of a structure or an order 

which cannot be externally imposed but results from the interaction of a multiplic-
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ity of governing and mutually infl uencing actors. In most defi nitions, the process of 

governance encompasses the traditions, institutions, and processes that determine 

the exercise of public  authority  and mechanisms by which citizens are given voice. 

According to Shand and Arnberg (1996: 17), these processes diff er from country to 

country depending on cultural and political backgrounds – making it almost im-

possible to devise one universal defi nition which is applicable to every context.

While the term “governance” refers to the processes, “good governance ” refers 

to the normative principles. Th e European Commission  (2001: 10) delineates fi ve 

principles underpinning good governance: openness , participation , accountability , 

eff ectiveness and coherence. Th ese principles apply to all levels of government , 

including local government. Th e Organisation for Economic Development and Co-

operation (OECD ) summarises the quality of governance in the context of public  

service delivery as “respect for the rule of law; openness, transparency , and account-

ability to democratic institutions; fairness and equity  in dealings with citizens … 

effi  cient, eff ective services; clear, transparent and applicable laws and regulations”.

In general, quality stems from meeting customer expectations by building and 

sustaining the relationships. Quality derives from “doing right things right” and is 

uniquely defi ned by each individual. Given that quality consists of satisfying custom-

er expectations, assessing quality should start with these expectations. Parasuraman 

et al. (1995: 146) defi ne service quality as the degree and direction of discrepancy 

between customers’ service perceptions  and expectations. Rogers (1990: 241) goes 

further by arguing that many aspects of quality services can be assessed only by 

those who receive these services. And importantly, customers might use more than 

just the service outcome in assessing service quality – perceptions of quality are also 

infl uenced by service process. According to Flynn (1993: 149), all services consist of 

core and peripheral elements. Peripheral elements are usually unimportant from the 

providers’ point of view, but they are important for the customers – leading to the 

acknowledgment that service quality should be viewed as continuum.

Public organisations additionally have to consider the political context in 

which they operate. As Walsh argues (1991: 513-14) “the question of quality in 

public  service is not one of meeting service specifi cations, but of dealing with 

the shift ing value structure of society ”. Assessing the quality of public  services is 

complicated and excessively burdens the public  sector. Löffl  er (1996: 28) notes 

that “taking customer satisfaction as the diff erence between the perceived quality 

and individual expectations shows that public  organisations with scarce resourc-

es also have to do expectations management, i.e. to make clear to citizens what 

is feasible and what is not feasible.” Th us, private sector principles and methods 

might not be the best ones for the public  sector.



213

Internal Information Flows and Citizen Interaction in Estonian Local Authorities

Communication  and Information Flows between Public 
Institutions and the Public

Social changes require governments to investigate its interaction with citizens 

“to query and investigate what happens to citizens’ priorities based upon the 

public  interest” (Johnston, 1995: 13). Information fl ows between public  institu-

tions, and the public  have thus become one of the dominant political themes of 

the 1990s. Such investigations assume that public  servants and the clients closest 

to the actual production of public  sector services have the greatest insight into, 

and information about, the real interaction and problems governing information 

fl ows. Government is assumed to perform better if those ideas and talents could 

be adequately harnessed (Peters , 1996: 48).

Giddens (1998: 75) goes further by arguing that representative democracy  

needs to be revitalised by introducing elements like local direct democracy and elec-

tronic referendums with which the government  can re-establish direct contact with 

the citizens (and vice versa). Coleman (2001: 6) claims that traditional consultation 

methods are based upon one-way fl ows – governments ask questions and citizens 

give their opinions. For eff ective deliberative processes, two additional directional 

fl ows have to be established: citizens to citizens (so participants can exchange views 

with each other) and citizens to governments (citizens can ask questions).

Many ways exist for local authorities to communicate with the public  and 

vice versa. Th e development of information and communication technology 

(ICT ) makes a signifi cant diff erence in the ability of public  organisations to 

respond to citizens’ needs (O’Shea, 1992: 235). Th e availability and accessibility 

of information represents one of the central benefi ts of ICT  as “the greater the 

interaction between the public  sector organisations and their clients, the more 

pronounced the orientation towards the clients” (Wood, 1995: 88). With the wide 

range of technologies available, new possibilities exist to improve communication 

processes and provide public  services directly through ICT . Th ese innovations 

create “new, still expanding capabilities for… governments and individuals to 

communicate with each other, instantaneously and independently of geographi-

cal distance” (Bellamy, Taylor, 1998: 14). Some examples of the direct benefi t of 

ICTs in the public  sector include greater accessibility to public  services and the 

faster provision of services to the individual.

However, improving service quality and governance processes cannot be 

achieved simply by moving the main activities of municipalities online. Public 

services and the organisational arrangement that underpin them must not only 

be supported by new technology, “they must also be transformed by it” (Bellamy, 

Taylor, 1998: 74). In the framework of general openness , hiding information or 

making data unavailable are seen to be becoming more diffi  cult. However, as one 

of the most successful ways to hide information is to marginalise it by provid-
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ing information together with a large amount of less important data. Th us, any 

discussion about openness needs to diff erentiate between illusive openness and 

actual openness. Real openness depends on the quality of information and the 

accessibility of information that the municipality  is willing to provide – and most 

importantly whether citizens are really able to access the relevant information.

The Impact of Information and Communication  Technology

Information and communication technology is oft en seen as a panacea for many 

existing problems, like functional disintegration , vague or overlapping author-

ity  structures, information fragmentation, ambiguous procedures, or excessive 

red tape. Even if these technologies can help to resolve some problems, they do 

not represent an end in themselves, but rather a means for achieving desired 

outcomes. A popular cliché claims that ICT  will change everything with which 

it interacts, making old business practices and government  structures obsolete 

(Drechsler, 2002: 87). Good management may result through implementation of 

an appropriate information system, but it does not necessarily have to – as shown 

by the less than expected effi  ciency  gains from ICT  by the British National Audit 

Offi  ce. 1 Th e need to support two structures – the traditional one and the new one 

focused on using ICT  – requires more organisational eff ort (and expense) than 

supporting just one of these structures. Only if the number of new service users 

becomes high enough to support the ICT -based structures may public  organisa-

tions reduce or end the previous traditional service. Until the complete replace-

ment  of one form of service provision by another, goverment must continue to 

off er both services while spending more resources on information change.

Ridderstråle and Nordström (2001: 47) believe that the “infostructure” of 

any organisation will become more important than its traditional “infrastructure ” 

– having both positive and negative eff ects on organisations. ICTs reduce the 

burden of spending signifi cant time on repetitive tasks or providing traditional 

services to citizens entitled to those services. By using e-services, public  offi  cials 

can dedicate more time for broader and more complicated problems, that oft en 

involve several jurisdictional areas and which cannot be solved only by applying 

ICT -solutions. Yet, ICT  can also create additional barriers for communication, 

haze situations and decrease accountability . ICTs might prevent some poor gov-

ernance  practices, but they can also have no eff ect or can even foster unwanted 

outcomes.

ICT  can support good governance  practices only as much as all stakehold-

ers  are able and willing to take advantage of them. Th e conditions for both tech-

1   For more information, see HM National Audit Offi ce, Report HC 704-I, April 4, 2002, Better 
Public Services through E-government . Downloaded from the World Wide Web on 4 April 2003 
at http:// www.nao.gov.uk.
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nological advantage and social acceptance are not always satisfi ed. Even if the 

Internet has grown from a network having 3 million users worldwide in 1994 to 

a network having 544 million users in February 2002 (according to NUA Internet 

Surveys), increased Internet adoption does not necessarily suggest that various 

societies adapt to take maximum advantage of Internet connectivity. 2 In a study 

conducted in February 2002, 58% of the Estonian  population  between the ages 

from 15 to 74 have not used the Internet or use it very rarely – pointing to limited 

skills, diffi  cult user logics, low appreciation of the life-learning concept, and lack 

of access as reasons for low utilisation (Kalkun, Kalvet 2002: 3). Yet, by 2004, all 

state and local governments agencies plan on providing services on the Internet, 

and 60% of the population is expected touse the Internet on a daily basis (Vallner, 

2001: 43). If the digital divide can be bridged in the future, ICT  would constitute 

a useful tool in providing information for diff erent stakeholders. Until then, ICT  

addresses the results of current systems more than their causes.

Transition of Estonian  Local Authorities

Estonian  local authorities have undertaken several reform  initiatives. Many 

municipalities have adopted new rules and regulations, they have changed their 

organisational structures, hired new people and introduced new information 

and communication technology. Nevertheless, eff orts in reforms have largely 

concentrated on redraft ing the formal structure and amalgamating functions of 

organisations, instead of introducing modern management tools.

Th e legal framework of Estonian  municipalities is quite well developed. Sev-

eral laws provide the framework for the public  institutions, regulating how they 

collect, maintain and provide information – such as the Databases Act  (1997), 

Offi  cial Statistics Act  (1997), Archives Act  (1998), Copyright Act  and Associated 

Acts , Amendment Act  (2000), Digital Signature Act  (2000), Public Procurement 

Act  (2000), and Public Information Act  (2000). Th e Principles of the Estonian 

Information Policy (1998) sets out State  aims in the development of information 

technology and the related infrastructure . Th e action plan focuses on four major 

issues – modernisation  of legislation, support for private sector development, 

increased interaction between the state and its citizens, and the raising of public  

awareness about the information society .

According to the Public Information Act , the general public  in Estonia  has 

the right to inspect offi  cial documents and to access information of public  inter-

est. Th e purpose of the act, as outlined in article 1, is “to ensure that the public  

and every person has the opportunity to access information intended for public  

use, based on the principles of a democratic and social rule of law and an open 

2   For more information, see the NUA Internet Survey at http://www.nua.com.
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society , and to create opportunities  for the public  to monitor the performance of 

public  duties”. Th e law requires the distribution of information through diff erent 

channels, as defi ned in Article 17: “A holder of information shall comply with a 

request for information in the manner requested by the person making the re-

quest for information and shall release the information... in any... manner, taking 

into account the type of medium”. Th e Act also obligates municipalities to have 

their own webpage, which provides forms/applications, draft s of local regula-

tions, information about services and a register of documents.

Th e existence of these acts and the installation of information systems do 

not guarantee compliance by individual municipalities. Th e Implementation Plan 

for the Estonian  Information Policy presents an overview of associated mecha-

nisms, interested parties, fi nancing, time schedule, risks , and evaluation  of results, 

but mainly on a state level. Unfortunately, no concrete action plan for imple-

mentation at the local level has ever been devised. While the new legislation has 

altered the general framework, legislation has not aff ected the civil service culture 

(Randma, 2001: 124).

Information Provided by Local Authorities

Th e information collected from interviews suggests the existence of an “imple-

mentation gap” between legislative requirements and existing information provi-

sion at the local level in Estonia . Many interviewees noted that the digitalisation 

of all documents has taken place rapidly in the Estonian  public  sector – though 

not on the municipal level (Tõnnisson, Lõõnik, 2002: 4). On 3 November 2002, 

only 137 out of 247 Estonian local authorities had their own webpage due to lim-

ited fi nancial resources, limited interest and limited knowledge about webpage 

design. Of these 137 web pages, only 45 municipalities had a public  documents 

register, only 42 had forms/applications available, only 20 had information about 

services and only 18 had draft s of local regulations on these web pages. Most 

communication between the authorities and the public  consists of direct contact, 

telephone calls, information stands, information leafl ets or occasionally through 

articles in local newspapers. Municipalities are only taking advantage of Internet 

based information delivery in bigger cities where more users are equipped with 

ICTs. Only in the two largest cities of Tallinn  and Tartu  do web pages interactively 

receive data as well as simply storing data.

Th e mere existence of law does not ensure transparency . On many occa-

sions, information provided by diff erent media  interest the municipalities them-

selves, even if it has questionable relevance to the public . Public information on 

web pages is not always suffi  cient or properly presented. In some municipalities, 

the situation has already improved owing to co-operation  with diff erent interest 

groups and non-profi t organisations, who push the authorities to produce and 
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disseminate relevant information. While such cases are not common, information 

provision has increased signifi cantly since 1999.

Adding one or two e-services may not increase the number of Internet users 

(Kalkun, Kalvet 2002: 6). Various organisational changes must occur before new 

ways of working and new channels of information become widespread. Th e dec-

laration that certain services have become available online is less important than 

municipality  restructuring of their activities around the new technologies which 

are user friendly and easy to use. Municipalities need time to adapt to the new 

technologies and the citizens need to adapt to new channels of information fl ow. 

Municipalities who have already started an “e-government  journey” by publish-

ing static information on their web page and by establishing an on-line presence 

are making a beginning, even if the fi nal overall goal will take time (Melitski, 

2003).

Communication  and information fl ow within the organisation

Internal communication is as crucial for quality governance as external commu-

nication. Based on interview results, information fl ow inside the municipalities 

is limited because many administrators are accustomed to working “inside their 

boxes” without sharing ideas and information with other units and colleagues. 

Improved governance stems from more eff ective communication and co-opera-

tion  between civil servants who work together to provide public  services. Poor 

communication hinders general workfl ow and, worse, prevents discussion about 

the barriers themselves.

While as Wang (1997) notes “information is intimately linked to power-

knowledge relations”, inter-departmental rivalry and organisational politics  oft en 

results in the treatment of ideas and information as “secrets” (86). Misinformation 

is put in circulation, leading to situations where departments are not aware of 

other departments’ activities, even if they are dealing with the same issues.

I spent seven months trying to privatise the land. While visiting the city govern-

ment  for the last signature, I found out that someone already privatized the land. No 

one from other departments told me before.

Th is case described by one of the interviewees shows how poor communi-

cation and rivalry might have drastic outcomes for governance processes. Cur-

rent and updated information is not always universally available, such that the 

administrator who has updated information should circulate it.

Such miscommunication, as illustrated by the land privatisation  example, 

also results from inadequate databases. Many information systems generate raw 

data rather than information useful for decision-making (which usually exists in 

the heads of certain administrators to whom one must have contacts. “By focusing 
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on the needs of both external and internal customers, the organisation develops 

means and mechanisms that benefi t agency personnel as well as the people they 

serve in the process” (Wagenheim and Reurink, 1991: 263). Internal co-operation  

within the public  administration  contributes to quality public  services. As collect-

ed information in government  databases may be vulnerable to security  breeches 

by hackers, viruses or technical failures, municipalities plan for the disadvantages, 

as well as the advantages the use of information systems will create.

Many local governments have established intranet services in their offi  ces in 

order to improve internal communication – and according to the study respond-

ents, the level of intranet usage has increased signifi cantly from 1999 to 2002. In 

1999 most public  administrators preferred to communicate by phone or through 

memoranda. In 2002, the intranet was deemed to be a common communication 

channel and administrator lack of familiarity with computers no longer repre-

sented a major challenge in Estonian  municipalities. Holmes (2001: 59) claims 

that the “wide availability of online data is pushing government  departments to 

co-operate more along value chains and provide linked packages”. Over time, 

such co-operation  will encourage the harmonisation  of internal procedures, al-

lowing collaboration  and joint ventures between departments, diff erent govern-

mental levels and between the public  and private sector – as is already happening 

in Estonia .

Yet, according to the interviews, most of this internally shared information 

inside municipalities focuses on procedures rather than building employee un-

derstanding. Diff erent decisions and agendas are delivered to public  servants, in-

structing them what needs to be done without additional information about why 

these decisions were made. Without background information about the decisions 

and an understanding of their content, civil servants have diffi  culty implement-

ing these decisions appropriately. More diverse information should be provided, 

giving employees the information they need while leaving them enough space for 

their own ideas and suggestions. 3

Information fl ow from the citizens to the municipalities

Information fl ows from citizens to municipal representatives is as relevant as the 

information fl ow from the municipalities to the citizens. As Jordan (1999) claims 

“societies and communities are nothing more nor [sic] less than the knowledge 

that members of those communities hold about their societies” – making the use 

3   Such a command culture in Estonian  municipalities may be due to “targetology”, where ad-
ministrators try to meet the targets, but usually at the cost of quality (Flynn, 1993: 124). Most 
administrators admitted that due to heavy workloads, their main priority is to get the work done. 
In many cases low quality service delivery was enforced by organizational culture accepting low 
service standards as standard practice.
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of the knowledge citizens possess vital (12). Both the 1999 and 2002 interviews 

showed little information fl ow from citizens to municipalities. Municipal authori-

ties complain about citizens’ passivity, their lack of public  interest, and their self-

interestedness. Citizens complain about municipalities’ lack of care or interest in 

their welfare. In Estonian  municipalities, the interviews demonstrated a lack (al-

most none) of channels for information fl ow from citizens to local governments. 

Citizens who wish to communicate with government  must fi nd their own way to 

communicate by fi nding an appropriate administrator willing to listen to them. 4

Th rough diff erent common projects and co-operation  between municipali-

ties and the public , citizens can express their opinions – in 2002 more than in 1999. 

Yet, these opinions must be acted upon – and this action refl ects the real level of 

interaction with citizens. Many respondents pointed out that the Estonian  public  

sector must be more willing to accept public  input throughout the whole proc-

ess of service delivery at the many diff erent levels of governance. Such feedback 

would promote continuous public  sector improvement, leading to organizational 

transformation  and increased citizen participation  – especially at the local level.

Many organisational factors aff ect such information fl ow. Both administra-

tors and the municipalities’ stakeholders  should fi nd ways of obtaining more 

accurate and timely information, which would improve decisions. Wang (1997) 

would argue that “better information fl ow does not make an organisational cul-

ture less hierarchical and more open” (87). Yet, such fl ows – especially if incor-

porated into a standardised system – would still represent a strong precondition 

for increasing quality of governance processes. Th e “digital gap” between those 

that have ICTs and those who do not should be taken into account by municipal 

development strategies  (Kalkun, Kalvet: 2002: 1).

Importance of Human Capital

Th e quality of governance at the local level in Estonia  will be increased by aug-

menting human capital within the civil service. As a small state administration, 

Estonia engages relatively few people in its activities, limiting the generation of 

ideas (Randma, 2001: 46). Small countries must compensate for their lack of 

manpower by having high quality staff . 5 Improving governance processes (and 

the use of human capital) requires replacing direct supervision and line-of-com-

mand type management for task and goal oriented management which provides 

4   Kalkun and Kalvet (2002) have shown that public  services are widely perceived as highly person-
alised in Estonia . Citizens link the service with the individual service provider – noting that dif-
ferent administrators require different documents and the civil servants must be met in person. 
Results from the 2002 interviews did not support this view even if they may still be a general 
belief in society  that specifi c administrators matter.

5   The EU  also stresses the importance of recruiting, training and maintaining the necessary staff 
required in all relevant areas and bodies (Negotiation Chapter 21, April 2002).
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more fl exibility, discretion and the capacity to co-ordinate the public  tasks with 

network partners. Improvements in the quality of governance cannot only be 

driven just by senior administrators or by one or two individual leaders – human 

capital must be distributed widely throughout the organisations.

Developed managerial capacity must be used in the public  administration . 

According to the interviews, many local authorities accomplish less than they are 

able – implying that, “the challenge … is to capitalize on the advantages of close 

personal contact in small societies, where organisation are represented within 

people rather than through formal institutions” (Randma-Liiv, 2002: 387). “Per-

sonalism ” in small societies may (but not necessarily must) provide small states 

with an advantage in developing co-ordination mechanisms and participative 

decision-making.

A more secure working environment, reasonably good entrance qualifi ca-

tions and growing respect towards civil servants are seen as ways by which the 

pubic sector might still attract the best of human capital in spite of lower salaries 

(Godsell, 1994: 104-115). While respect towards Estonian  civil servants remains 

rather low, many respondents pointed out that staff  skills and knowledge have 

improved in Estonian local authorities, especially in bigger cities – even if less 

than expected. Th e retention of human capital appears to be more diff erent than 

the development of human capital. With more career opportunities  and frequent 

career changes, Estonian municipalities face “brain drain”, as unsatisfi ed but 

qualifi ed civil servants take posts in the private sector or EU  institutions.

Based on the interviews, Estonian  public  service users are not very satisfi ed 

with the current quality of public  service. Obtaining these services is too com-

plicated and time consuming, public  administrators do not always communicate 

well, and adequate/updated information is diffi  cult to obtain. As Leadbeater 

(1999) argues, “great tides of information wash over us every day. We do not need 

more information; we need more understanding” (29). More understanding (of 

public  services) is needed for higher expectations about public  services.

Complaints about public  service oft en stemmed from lacking concepts of 

quality service. Public administrators do not know what kind of service to pro-

duce and citizens do not know what kind of service to expect – complicating any 

evaluation  of service quality. Lovell (1992: 396) claims that the improving service 

quality starts with clarity of vision. Both city governments and the citizens would 

benefi t greatly by defi ning a general concept of quality service in Estonian  mu-

nicipalities – such as through implementing citizen’s charters. Yet, citizens do not 

want “visions” or “processes”, they need better government  (Holmes, 2001: 3). If 

the public  servants behave transparently and are willing to co-operate and in-

clude other stakeholders  in public  aff airs, they are practising good governance .
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Th e lack of accumulated knowledge about diff erent service improvement 

practices and innovations oft en leads many local authorities to constantly “rein-

vent the wheel” when starting a new project or implementing new ideas. Oft en, 

off -the-shelf approaches are adopted without regard for the local context, as 

municipalities try to implement ideas from a neighbouring municipality  or a 

twinned municipality in another European country.

Conclusions

No revolution has occurred in the interaction between Estonian  local authorities 

and the citizens – the public  bureaucracy still must follow the same legal, socio-

economic and organisational principles while seeking to provide better public  

services. Municipalities should, in partnership  with all involved parties, actively 

develop the competencies needed for good governance  – thereby improving the 

quality of life and promoting local level change. Th e eff ect of ICTs on local service 

delivery depends on whether they cause real change, perceived change (which 

can also become “reifi ed”) or ambivalent eff ects through the development of self-

managing practices and the emergence of new network structures which lead to 

the foundations for better governance.

Implementing the principles of good governance  also depends on the men-

tal and physical organisational capacity – the ability and willingness to implement 

good governance practices. An appropriate legal and institutional infrastructure , 

necessary fi nancial resources, a strongly positive attitude of political and admin-

istrative leadership  represent the most important preconditions. Strengthening 

the public  service represents the most important step toward improving Estonian  

local governance  processes, as governance problems stem more from a lack of 

well-qualifi ed and motivated civil servants than from poorly designed adminis-

trative structures.
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Challenges for Effective Health Sector Governance 
in Hungary : Co-operation between the Medical 
Profession and Government 1

Pavel Ovseiko  2

Th e results [of health care reform ] is a diffi  cult process of negotiation between key 

actors as defi ned by each society ’s history , traditions and culture. – R. Saltman and 

J. Figueras (1997).

Introduction

Th e revolutionary transformations at the beginning of the 1990s brought about 

organisational, fi nancing and technological changes in the Hungarian health sec-

tor . Today, the health sector is no longer fi nanced via general taxation and run by 

the central government ; hospitals and doctors can have access to modern man-

agement and administration technologies and up-to-date equipment and drugs. 

Th ese changes, however, led neither to considerable improvements of the health 

of the Hungarian population , nor substantial equity  and effi  ciency  gains for the 

Hungarian health sector. Today, public  money is oft en spent on new hospitals 

and wards (even when no evidence exists that they are required) or on expen-

sive equipment and drugs even when their cost-contained counterparts could 

be used. Th e challenge, therefore, is to increase the eff ectiveness and effi  ciency of 

the existing health system. Th is paper addresses one of the fundamental aspects 

of this challenge – eff ective health sector governance – namely the capacity of 

the Government to implement policies that both eff ectively and effi  ciently solve 

existing health sector related problems (Hay, 2002).

1   This paper is an edited version of IPF Public Health Working Paper No. 2002-02. For a copy of the 
original paper, see http://www.policy.hu/ovseiko.

2   The author appreciates the generous and very constructive comments of Dale Hsieh and Martin 
Heipertz as well as the fi nacial support of the Max Planck Institute for the Study of Societies and 
the Centre for Policy Studies in Budapest . The University of Stockholm provided institutional 
support during preparation of this paper.
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Th ree problems account for the inadequate eff ectiveness and effi  ciency  of 

the Hungarian health sector . First, there is a widespread belief that curative health 

care can retroactively improve the health status of the population  (Mihályi, 2002). 

However, achieving and maintaining health is not primarily a matter of curing 

illness. In general, curative health care factors account for no more than 20% of 

factors aff ecting health status. Along with the physical and social environment, 

life style, and in particular, dietary, tobacco, and alcohol habits, are the most im-

portant exogenous determinants of health. Th e most signifi cant health gains can, 

therefore, be achieved by improving environmental, social and economic condi-

tions that infl uence one’s ability to make health-enhancing life-style decisions 

(Evans, Barer and Marmor, 1994). As such, measures of public  health concerning 

health promotion, hygiene , sanitation, epidemiology , environmental and occupa-

tional health and safety should be the primary measures of a health sector reform  

seeking to signifi cantly improve the health of the population. Inevitably, such 

reform cannot yield positive results immediately. Health sector reform seeking 

to substantially improve the population’s health should emphasize preventive 

rather than curative measures and it should be carefully planned with a long-

term view. 3 Second, Hungary  inherited from the previous Socialist  health system 

a very strong focus toward inpatient rather than outpatient care. Inpatient care 

is costly; therefore, effi  ciency can be gained by treating patients (when it is ap-

propriate) through outpatient care. Finally, rent seeking, free riding and moral 

hazard  behaviour – examples of the intentional abuse of public  funds and facili-

ties by both doctors and patients – hinder effi  ciency and equity  improvements 

in the health sector. 4 Also, accidental mismanagement accounts for considerable 

effi  ciency losses. Th us, through regulation  and policing, introduction of incen-

tives for effi  cient performance, and professional education of hospital managers, 

existing health sector arrangements can be made more effi  cient and equitable.

Successful health sector  reform  cannot simply identify problems and their 

potential solutions. Th e health sector governance system should be able to han-

dle the reform. Many well-grounded proposals for reform failed simply because 

the health sector governance system could neither implement nor sustain the 

3   Preventive health care measures are diffi cult to implement not only because of economic and po-
litical challenges facing the Government, but also because of the moral hazard  problems affecting 
the population . When people know that social health insurance pays for medical treatment, they 
do not intentionally damage their health, but rather take fewer measures to prevent injury and 
illness – and thus require medical treatment.

4   Often, intentional health care system abuse by patients refl ects the problem of separating health 
care from elderly care and social assistance. For example, the lack of nursing homes or visiting 
nurses encourages many elderly patients to seek help in hospitals. Another example concerns 
many poor people, especially in impoverished Eastern part of Hungary  who use their publicly 
funded free access to drugs to obtain drugs for their families, relatives in Romania  and Ukraine , 
or to simply sell the drugs in order to make a living (Stubnya, 2003).
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proposed policies. Since the waning of the time when revolutionary transfor-

mations were possible, the development of the health sector is becoming more 

“path-dependent ” and bounded to incremental improvements (Wilsford, 1994). 

Radical changes, especially ones that require new institutions, are also procedur-

ally expensive. Th us, reforms should refrain from dreaming about costly radical 

changes and work on fi guring out the nuts and bolts of feasible incremental im-

provements. To put it bluntly, the whole debate on health sector reform should 

be re-framed in terms of eff ective health sector governance. Such a reframing 

should begin with a careful investigation of interest formation in the health sec-

tor and how transition -era reforms aff ected the problem-solving capacity of the 

health sector governance system. Since 1989, the Hungarian health sector has 

undergone changes in three directions: democratisation , liberalisation  and de-

centralisation .

Changes in the Hungarian Health Sector Governance System

Democratisation  superimposed political competition and uncertainty on the 

health sector  governance system every four years and promoted short-term ho-

rizons for reform . Th eoretically, political competition should result in a sound 

health sector reform plan resulting from competition between rival political 

parties. In practice, however, health care reform  never tops the political agenda 

and competing political parties do not have clear positions about fundamental 

health sector fi nancing and organisation issues. During an election , the non-in-

cumbent political party oft en does not develop a plan for health sector reform 

– but concentrates on issues that can help win the general election. If, or when, 

the non-incumbent political party takes offi  ce, it takes the new government  a year 

to implement primary electoral pledges and then another year to develop the 

vision of health sector reform it failed to develop during the electoral campaign 

(Magyar, 2002). Having two years in offi  ce left , the government sets aside the last 

year preparing for the next election. 5 Th us, the government has just a year left  for 

reform; too small a time to eff ectively implement comprehensive health sector re-

form. As such, having a short time horizon, the government wants to minimise or 

avoid costly and risky reforms and thus focuses on crisis measures, incremental 

changes and symbolic politics . 6

5   While health care reform  never tops the political agenda in the interim, it is still a very sensitive 
issue and the government  avoids ambitious reforms in the election  year.

6   As a solution for the short time horizon problem, Vice-President of the Hungarian Medical Cham-
ber Dr István Szilvási proposes restoration of the monarchy in Hungary . This shows that, values  
of democracy  and effective health sector  reform  do not necessarily go together. Consequently, 
survival of democracy in Central and Eastern Europe  may be endangered by the inability of 
democratic governments to solve problems of the health sector.
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Democratisation  has also enabled the medical profession and other agents of 

the health sector  to infl uence the health policy process. In doing so, they bring their 

expertise into health policy-making, legitimising new policies, encouraging policy 

sustainability, as well as helping the Government to avoid costly mistakes. Yet, while 

these health sector agents can informally infl uence health policy process, they lack 

transparent institutions which would facilitate their participation  in health policy 

process. Democratic participation by health sector agents in the health policy 

process though such transparent institutions is a powerful instrument of eff ective 

governance. 7 Th ree factors will drive the success of any new health policy:

  transparent democratic participation  of the medical profession and other 

health sector  agents in health policy formulation and implementation;

  scrupulous calculation of costs, benefi ts, and opportunities  that a new policy 

produces (including benefi ts from under-the-table payments and opportuni-

ties provided by adverse incentives);

  eff ective regulation  and policing of the health sector .

Yet, democratic participation  of the health sector  agents comes at a high 

price for the public  good. Doctors, pharmaceutical companies, commercial health 

providers, and other health sector interest groups want the public  to pay more for 

health services and drugs. Th e more affl  uent members of the public  who can af-

ford paying for health care also want to have expensive health services and drugs. 

In sharp contrast, the general public  want more less expensive (cost-contained) 

health care services and drugs. In principle, health sector reform  represents a po-

litical struggle between the general public  interest (as represented by the Govern-

ment) and the private interests of doctors and the medical industry. In practice, 

given the practice of rent seeking, the Government sometimes supports health 

sector interest groups. Affl  uent members of the public  who can aff ord expensive 

heath care also side with the health sector interest groups who want higher pay-

ments given immediate access to expensive and high-quality health care rather 

than considerably delayed cost-contained health care. Th e general public  interest 

therefore appears to be on the losing side of the aforementioned struggle. 8

Health sector interest groups are successful both in formal negotiations and 

in clenching shady deals with the Government because they are fi nancially power-

7   When doctors and other health sector  professional work in a system (which seemed effective and 
effi cient to its designers but not for people actually working in this system) these people have two 
options. First, if the economic benefi ts of non-compliance are higher than the penalties, they will 
not comply with the system. Second, if the system does not serve their interests but non-compli-
ance penalties, they will either covertly “play” the system, or openly rebel against it.

8   America provides a far more dramatic example of how private interests vested into the health 
sector  counteract reforms. The failure of the Clinton administration to establish a comprehensive 
public  health care system in the United States has left about one fourth of Americans without 
health insurance in the most expensive and technologically advanced health care system in the 
world health system.
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ful and politically well connected. 9 Patients’ rights groups and other institutions 

of civil society  that could eff ectively counterbalance the infl uence of health sector  

interest groups take longer to develop. Participation, therefore, of health sector 

interest groups in the health policy-making process requires democratic political 

institutions that can eff ectively resist private interests and maximise public  good.

Liberalisation  of the health sector  in many cases used market  mechanisms 

to reduce the misallocation of funds. For example, under the previous health sec-

tor fi nancing system, health sector institutions were funded according to historical 

trends rather than current demand. Th e introduction of Diagnosis Related Groups 

(DRGs ) in hospitals and a German-inspired point-billing system in outpatient 

clinics attempted to establish evidence-based fi nancing. Liberalisation  also dra-

matically reduced the role of state health care provision, regulation  and policing 

in the health sector – allowing doctors and the medical industry almost unlimited 

freedom to pursue their private interests at the public  or the patient’s expense 

without private mechanisms for regulation and policing (such as independent 

health insurance funds).

Th e introduction of fee-for-service fi nancing system under the National 

Health Insurance Fund (NHIF ) created incentives for uncontrolled health care 

spending. Th e NHIF  cannot police doctor and patient activities by regulating 

treatment procedures and limiting expenditure on certain types of treatment. Th e 

NHIF  passively pays bills for all prescribed drugs and treatments including unjusti-

fi ably expensive ones. Th e state supplies doctors with health care facilities and basic 

salaries, yet does not control their professional conduct. Arguably, a fully privatised 

health care system would be far more effi  cient. However, inter alia, doctors oppose 

privatisation  as they already run their de facto private practices using public  facili-

ties without paying for the equipment, offi  ce space, and auxiliary staff . Also, as their 

de facto private practices are part of the shadow economy , they do not pay taxes.

Decentralisation  has promoted stability for the health sector . Local authori-

ties can ensure that the health care facilities are maintained and developed better 

than the central government  could maintain them. Decentralisation , however, also 

generates ineffi  ciencies in health sector funding. For any given locality , a hospital 

means security  and so local governments want to secure health care facilities that 

are as good as the best clinics in Budapest , even if there is no justifi ed need for such 

facilities. 10 Furthermore, local government health care divisions still do not pos-

9   Politicians ’ short time horizons stimulates them engage in corrupt transactions (shady dealings). 
Given that politicians are in offi ce for only four years, they are very keen on maximising personal 
pay-offs from their positions.

10 In modern health care, more serious cases should be treated at a higher institutional level. Hav-
ing a full range of health care facilities in every locality  is not only ineffi cient but also dangerous 
for patients. In localities where frequencies of certain cases are low, patients should be referred 
to hospitals where doctors are experienced enough to deal with special cases.
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sess enough expertise to supervise the hospital managers (who want to have more 

hospital space, expensive equipment and staff ). 11 Altogether, compared to other 

countries, the Hungarian hospital system is not overly fragmented, but it lacks, for 

the present level of decentralisation , suffi  cient mechanisms of planning and co-

ordination (Kovácsy, 2003). One example of the lack of co-ordination comes from 

decentralisation’s creation of free-riders due to a coherent system of health sector 

fi nancing. Patients from small villages are referred to hospitals in nearby towns and 

cities. Yet, these small villages do not participate in fi nancing the hospitals to which 

they refer patients (Magyar, L., 2003).

Interests and Organisation of the Medical Profession

Despite the public  perception of doctors as a special social “caste”, they are just 

normal rational human beings. Apart from providing health care for the patients 

and mastering their profession, doctors’ interests oft en focus on earning a decent 

living with less eff ort. Yet, doctors are special in the sense that, apart from their 

offi  cial salaries, they can earn up to 90% of their actual income from unoffi  cial 

or under-the-table payments. 12 Th e pressure for such unoffi  cial payments comes 

both from patients and from the medical industry. According to national tradi-

tion, many patients feel almost obliged to off er doctors money or a gift  as a kind 

of tip in gratitude for the service, or even as a gesture of social solidarity with 

doctors who are believed to be underpaid. In the majority of cases, however, 

under-the-table money is not a tip but rather a bribe or payment for a private 

service (Kornai, 2000). Patients bribe doctors in the hopes of receiving a better 

prescription, securing more attention, jumping a queue, being referred to a hos-

pital in order not to pay for the prescribed drugs, receiving sick leave, having a 

privilege of being treated in a high-profi le hospital or being treated by a leading 

specialist.

11 Having limited funds for the local hospital maintenance and little competence in health sector  
fi nancing and organisation makes local authorities unable to promote health care reform  seeking 
to foster effectiveness and effi ciency . Indeed, as the local authorities appoint the hospital man-
agement, possible politicisation of a supposedly technocratic process of hospital management 
may even create room for rent-seeking behaviour.

12 Hungarian terms for under-the-table payments are hálapénz (gratitude money) and, unique to 
the health sector , paraszolvencia (pay on the side). Before the World War II, private doctors 
charged patients an extra fee (paraszolvencia) in order to raise money for a “small fund” (kis 
kassa). Resources from this fund were distributed among young doctors and the auxiliary staff in 
order to provide them with a material incentive to stay in the profession. Even now, under-the-
table money is probably still redistributed in some exceptional departments and clinics. Even if 
such professional solidarity exists among doctors, patients draw little consolation. Patients used 
to pay high fees for privately-owned health services in the past and continue doing so under the 
de jure publicly-funded health system today.
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Under-the-table money has negative eff ects on the equity , eff ectiveness and 

effi  ciency  of the health sector . As far as equity  is concerned, under-the-table mon-

ey discriminates against patients who are unable to off er the money and patients 

from disadvantaged backgrounds. 13 With regard to eff ectiveness, under-the-table 

money creates incentives for doctors to perform their duties poorly as gratitude 

money creates incentives for doctors to treat the patient as long the patients pay 

and to prescribe as many expensive drugs and treatments as possible. Th e doctors, 

therefore, may continue treatment even if the best interest of the patients is to be 

referred to another specialist doctor. Th e most devastating eff ect of under-the-

table money is the hindrance of health sector effi  ciency. Under-the-table money 

creates ineffi  ciencies by promoting free riding (doctors treat patients privately 

using public  facilities without paying even for amortisation of the public  facili-

ties). Th ese payments create moral hazards, as many conditions are “over-cured” 

or “under-cured”. Over-curing may occur as patients are seen by doctors more 

oft en than needed. 14 Expensive treatments are also unnecessarily administered 

and costly brand-name drugs are prescribed rather than cost-contained gener-

ics. Under-the-table payments may generate the opposite kind of ineffi  ciency in 

“under-curing”. Given the low reputation of the outpatient, some people bribe 

doctors in primary care in order to receive a referral to the hospital. 15 As a result, 

many conditions that could be treated in primary care are treated in the hospital 

at a much higher cost. 16 Lastly, under-the-table money fosters development of 

the shadow economy  because doctors receiving under-the-table money do not 

pay any taxes.

Under-the-table money paid by pharmaceutical companies, medical equip-

ment producers, and commercial health service providers involves moral hazards 

13 Under-the-table money may discriminate against patients with disadvantaged backgrounds be-
cause doctors perform only part of their duty on the payment basis. When specialist advice is 
required, a patient may need to belong to particular social groups and networks in order to get 
access to the highly qualifi ed doctor’s expertise. If the patient in need of such expertise belongs 
to a social network where someone possess information about a highly qualifi ed doctor (such as 
the doctor’s friend, colleague or a former patient), the patient may negotiate payments for the 
needed treatment with the doctor. As an informal rule, doctors usually do not accept money from 
fellow doctors and members of their families and are willing to prioritise treatment of such pa-
tients – refl ecting the same solidarity observed in other countries such as the. USA  (Hsieh, 2003). 
Usually, belonging to the right social network depends on social and economic status.

14 There is evidence that at least 30%-40% of doctor-patient encounters are not justifi ed on medical 
grounds (Mikó, 2002).

15 Bribing doctors for treatment in hospitals is observed mainly in Budapest  and a few other big 
cities with well-known hospitals. Residents of small towns and rural areas normally do not par-
ticipate in such bribery given the expense of travelling to a big city and paying gratitude money at 
big city rates. However, the receipt of free drugs and maybe even food may motivate the dwellers 
of small towns and the rural area to bribe doctors in order to be treated in a local hospital.

16 Inpatient care can be up to ten times higher than outpatient care for identical medical proce-
dures.
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and free riding behaviour, and also fosters the shadow economy . In order to sell 

more drugs, pharmaceutical companies pay doctors up to 10% of the cost of the 

prescribed drugs, off er gift s, or invite doctors to “conferences” in exotic places 

(Magyar, 2002). 17 As pharmacies  are private profi t-maximising companies, they 

gain by selling information about customer prescriptions to pharmaceutical 

companies. As Hungarian doctors are well trained, and that currently nobody 

apart from them controls their activities, they also have a vested interest in ac-

cepting commissions by pharmaceutical companies for medical studies and 

experiments on new drugs and treatment procedures (Pásztélyi, 2002). Despite 

doctors’ use of public  facilities and the jeopardisation of the health of the hu-

man subjects involved in the studies, neither the public , nor the human subjects 

receive any fi nancial compensation. 18 In order to boost sales, medical equipment 

producers provide doctors in managerial positions (those who can negotiate 

equipment purchases on behalf of public  hospitals) with a commission (ibid.) 19 

As a result, instead of increasing the utilisation rates of existing equipment and 

purchasing only needed and cost-contained equipment, hospitals have incentives 

to purchase new expensive equipment. 20 For example, in the 1990s, purchases of 

expensive specialised equipment such as CT scanners and MRI systems increased 

dramatically, whereas almost no funds were left  to replace and upgrade conven-

tional cost-contained X-ray machines (Mihályi and Petru, 1999). Commercial 

health service providers also supply doctors with incentives to refer the patients 

to them. 21

Not all doctors earn under-the-table money. Th e ability to earn under-the-

table money oft en depends on belonging to certain medical specialties, having 

17 Such pharmaceutical company practices are also well-known in Western Europe and America. 
Clearly, they were imported to Hungary  by overseas pharmaceuticals and one can only guess 
whether it was a naiveté or purposeful ignorance of the policy-makers that prevented them from 
passing a law banning doctors from accepting gifts from pharmaceutical companies until 2000.

18 Even if doctors were willing to pay the hospital or their human subjects, they could not offi cially, 
as the sphere of medical studies is not precisely regulated.

19 The cost of such equipment in Hungary  is sometimes higher than in Western Europe or Northern 
America.

20 In 1998, the Hungarian Audit Commission together with the British Audit Commission found 
that in some cases instrument utilisation rates in the laboratory and imaging services were up 
to twenty times lower than they should be. Such underutilisation can be explained by both low 
actual utilisation rates and “private” use of the public  instruments by doctors (Mikó, 2002).

21 Historically high-positioned doctors (alone or with their assistance of their close associates or 
family members) created the majority of such services. Therefore, on the local level, family, col-
legial or patron-client relations between doctors may determine referrals to such services. On 
the National level, when politically infl uential doctors created whole new branches of commer-
cial health services (such as high-tech diagnostics and dialysis), they ensured that the National 
Health Insurance Fund had high reimbursement rates for their services. The NHIF ’s reimburse-
ment rates for the provision and use of high-tech equipment are extraordinary high due to high-
tech producer lobbying power.
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a high professional reputation and a managerial position. Some doctors do not 

accept under-the-table money as they believe accepting such money is unethi-

cal. Th e overwhelming majority of doctors are against under-the-table money 

because of ethical, professional or economic considerations. 22 Th e majority of 

doctors, however, who can earn under-the-table money, do so. Eliminating such 

under-the-table money is diffi  cult to root out because the current health care 

system does not provide doctors with salaries commensurate with their unique 

qualifi cations, skills, and training. Doctors’ offi  cial salaries in Hungary  are equal 

to salaries of other public  sector employees, but are lower than wages in industry 

(especially lower than the incomes of bankers and businessmen). Highly educat-

ed and hard-working doctors should compete for high salaries with other profes-

sions and therefore, as a result of maximising behaviour, doctors opt for securing 

a decent income via shady dealings with patients and the medical industry rather 

than earning only mediocre offi  cial salaries.

Factors such as organisation also aff ect under-the-table payments. Th e or-

ganisation of the Hungarian medical profession is extremely hierarchical. 23 Th e 

more experienced a doctor is, the more he or she can earn from patients. Also, 

given that currently doctors (not managers) run hospitals, the more experienced 

a doctor is, the more managerial power and access to public  money he or she has. 

Senior doctors, therefore, control most of under-the-table money and younger 

doctors wait in line for their turn. Furthermore, the lion’s share of under-the-

table money can be earned in the most prestigious hospitals in the most affl  uent 

Hungarian regions. Th us, under-the-table money is an incentive for doctors to 

excel in the profession and to move to the best hospitals, and under-the-table 

money promotes a meritocratic  hierarchy in the medical profession. When newly 

qualifi ed doctors enter the profession, they earn low offi  cial salaries and have 

little chance of receiving under-the-table money. Th e more they excel in the 

profession, however, the better the chance they have of receiving under-the-table 

money. Th e longer they are in the profession, the more vehemently they oppose 

reform , reducing their chances of securing a high income through earning under-

the-table money. Th e calculation that turns middle-aged doctors into supporters 

of under-the-table money is simple: despite earning low salaries now, they are 

gradually getting closer to the time when they can earn a great deal of under-the-

table money.

22 Economic considerations may stem from the high transaction costs of dealing with under-the-ta-
ble money which takes time that doctors could devote to their patients. Doctors believe that their 
knowledge and skills to cure patients should be offi cially paid better than their entrepreneurial 
and cash management skills to deal with under-the-table money.

23 The medical profession’s hierarchy can roughly be compared with the hierarchy of the compul-
sory military service. In the compulsory military, everybody is against the the abuse of novices by 
their superior offi cers; but when the abused novices climb in rank, they take similar advantage of 
their more senior position (Kovácsy, 2003).
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Th ere are both positive and negative eff ects of under-the-table money on 

the development of the medical profession. On the positive side, under-the-table 

money supplements offi  cial salaries and, by doing so, keeps doctors in the profes-

sion. 24 During transition , the gaps in income between diff erent professions be-

came dramatic and the publicly funded medical profession found itself amongst 

the losers of transition. In the 1990s, competition to enter the medical profession 

decreased dramatically. A prospect of earning a decent living via under-the-table 

money, therefore, may provide mid-career doctors with a rationale not to leave 

the profession. 25

While the positive eff ects of under-the-table payments are dubious, there 

are unquestionable negative eff ects on the development of the medical profes-

sion. Under-the-table money provokes a gerontocratic  crisis. A meritocratic  

hierarchy in the medical profession is also a gerontocratic  hierarchy – thus pre-

venting talented and ambitious youth from pursuing a medical career. 26 In order 

to secure under-the-table money, a senior doctor needs to treat patients himself, 

as young doctors do not have enough experience to see patients and thus collect 

these payments. Instead, young doctors mainly do paperwork for senior doctors. 

As such, in the 1990s, many young doctors (30-40 years old) chose not to waste 

their time in waiting for their turn to practice medicine and to earn a decent liv-

ing and so left  the profession (Stubnya, 2003). Some moved into new commercial 

health services, such as diagnostics and dialysis, into the medical industry, the 

sales and marketing of medical equipment and pharmaceuticals. Others went to 

work abroad or left  the medical profession altogether.

Th e uneven distribution of under-the-table money among medical special-

ties is another negative eff ect of under-the-table money on the development of 

the medical profession. Some specialties are thriving, such as gynaecology, while 

others such as radiology are dying out. Under-the-table money also oft en de-

termines the abilities of medical specialties to lobby for their specifi c interests; 

and more affl  uent specialties can better lobby their interests both in the medical 

24 The medical profession during Socialism enjoyed a rather high status. Furthermore, there 
was little variation in salaries and wages between various professions. Magyar (2002) noted, 
“everybody was underpaid and so were doctors, money did not count that much.” The medical 
profession’s prestige and the personal interest to pursue a medical career primarily infl uenced 
people’s decision to enter the medical profession (Szilvási, 2003). On the other hand, senior doc-
tors earned under-the-table money from patients during Socialism as well; so doctors were less 
“underpaid” than people in other professions.

25 For young people considering a medical career, however, the prospect of earning a decent income 
through under-the-table payments probably does not encourage selecting a medical career as it 
is risky to invest six to ten years in a medical education only to wait 10 to 15 years to earn the 
under-the-table money needed to catch up with peers who took more lucrative careers.

26 As noted previously, some exceptional departments and clinics redistribute some under-the-table 
payments to young doctors and the auxiliary staff. Yet, most under-the-table money goes to sen-
ior doctors.
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profession itself and in policy-making institutions. Such income-based infl uence 

inevitably sparks confl icts between diff erent medical specialties and fragments 

the medical profession.

Another negative factor is that the Government fi nances and organises the 

health sector  is a way which contributes towards growing health sector ineffi  cien-

cies. Given rising costs in the 1980s and early 1990s, there was a drive to create 

a strong and independent system of general practitioners (GPs ) who were sup-

posed to act as gatekeepers. Although such a system was created, these general 

practitioners do not act as gatekeepers, but on the contrary, send patients directly 

to higher levels of the health system (Kovácsy, 2003). General practitioners are 

paid according to the quantity of patients they serve (capitation), rather than 

their actual performance. Th e incentive for GPs , therefore, is to have healthy 

rather than problematic people. General practitioners’ offi  cial salaries are rather 

high compared to offi  cial salaries of doctors in clinics and they can also earn un-

der-the-table money from pharmaceutical companies for prescribing their drugs. 

Still, GPs  have a poor chance of securing under-the-table money from patients. 

As a sector, GPs  have incentives to quickly prescribe the drugs promoted by the 

pharmaceutical industry and then to refer problematic patients to specialised 

clinics (in order to minimise the workload) rather than provide defi nitive treat-

ment.

In the specialised clinics, doctors have incentives to keep the patients. Of-

fi cial salaries of doctors in such clinics are performance based. Doctors, therefore, 

have incentives to prescribe as many expensive examinations and treatments as 

possible in order to earn higher salaries. 27 Also, doctors in specialised clinics have 

a far better chance to earn under-the-table money from the patient than do gen-

eral practitioners. From the patient’s perspective, they are also interested in being 

treated in hospitals as they do not need to pay anything for the prescribed drugs 

and they believe that hospital treatment is much better than in a GP’s practice or 

outpatient clinic (Kovácsy, 2003). Empirically, two-thirds of the outpatient clinics 

are affi  liated with inpatient clinics (hospitals) and have a common management. 

Given the fact that the cost of inpatient care is up to ten times higher than the 

cost of the similar outpatient care, the common management creates demand for 

inpatient services (ibid.). When a patient comes to an outpatient clinic, manag-

ment incentives militate against providing defi nitive care on the spot and toward 

performing a full range of available tests and examinations (and then to refer 

27 Performance-based doctor salaries led to uneven payments in different medical specialties. The 
long-run implication of such uneven payments is that losing specialties may disappear (Szilvási, 
2003). The re-establishment of salaries based on working hours can be a solution to this problem 
(Dózsa, 2003). Yet, generally, the inability of the Hungarian government  to take all factors into 
consideration and to make correct calculations are more problematic than Hungary ’s perform-
ance-based system of payment.
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the patient to the hospital). Oft en, inpatient and outpatient doctors are the same 

people and cases exist when doctors in outpatient clinics referred their patients 

to themselves in hospitals (ibid). Hospital care presents a doctor with a better 

chance to secure under-the-table money from the patient. Th erefore, when the 

in patient doctors also serve as outpatient doctors, the doctor’s referral and the 

patient’s hospitalisation may be aff ected by the doctor’s expectation of under-the-

table money from the patient.

The “Dark” Power  of the Medical Profession

In the 1990s, the Hungarian Medical Chamber and Colleges of medical special-

ties were re-established (or established from scratch). Th ese organisations were 

envisioned to be the self-governing bodies of the medical profession in the area 

of ethical and professional conduct and were expected to represent and promote 

the health policy-making interests of the medical profession and its specialties. 

Currently, however, these organisations act more like trade unions (Kovácsy, 

2003). Th ey primarily debate with the Government on salaries, wages, and the 

cost of services. Given the hierarchical organisation of the medical profession, 

these organisations tend to represent the interests and the vision of the top of 

the hierarchy. Since the establishment of the medical profession, the profession 

enjoys far more opportunities  for development and thus the state should provide 

more funding. At the same time, senior doctors are keen on preserving the cur-

rent situation where they have managerial power to use public  funds on behalf 

of their hospitals and public  facilities for treating patients privately. As reforms 

are usually damaging for the medical profession, the Chamber and Colleges are 

keen on preserving the status quo  in the health sector  by opposing Governmental 

initiatives. On the one hand, such opposition benefi t the general public  and the 

public  good, as badly planned reforms may be stopped. On the other hand, pro-

gressive reforms are also likely to be blocked.

Th e Chamber and Colleges are the most outspoken representatives of the 

medical profession, the power of the medical profession also resides in the Na-

tional Institutes of medical specialties. Th e National Institutes may compete with 

the Colleges as directors of the Institutes are appointed by the Government. If 

the Government is displeased with a College’s position on a certain issue, it may 

turn for support to the National Institute of the respective medical specialty. In 

many cases, however, leaders of Colleges and Institutes are the same people. At 

any rate, the Chamber, Colleges, and National Institutes have no legal veto-power 

in health policy decision making and positions are translated into policies only 

if the Government desires it. Otherwise, medical profession organisations must 

lobby informally. Yet, the power and interests of the medical profession are not 

always consolidated and institutionalised. Th e medical profession is ridden with 

confl icts between various specialties as well as with personal confl icts between 
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leaders and there are infl uential fi gures in the medical profession outside these 

organisations.

While the medical profession nay not have formal veto-powers  over health 

policy-making, it has a number of informal veto mechanisms. First, on issues re-

lated to health sector  fi nancing and organisation, the politicians, the public , as well 

as the majority of doctors are considered “the lay people” who are consulted on 

particular issues (Mikó, 2002). Politically-engaged doctors can easily infl uence the 

public  and politicians on the issue of health sector reform  – they do not need to 

manipulate the lay people’s opinion, they simply create it (ibid.). 28 Second, politi-

cians should not underestimate the power of the “fourth estate”. When they disagree 

with the medical profession, doctors use the mass media  to infl uence politicians, 

and given that health care reform  is a salient issue, the Government tries to avoid 

criticism in the mass media. Th ird, doctors are highly likely to know the political 

and mass media elite as their patients. Hungary  is a small country where the major-

ity of powerful politicians, infl uential journalists, and politically active doctors live 

in Budapest . It is even possible to guess exactly in which districts of Budapest they 

live and in what baths they bathe (Adam, 2002). As the “top cream” of their profes-

sion, politically infl uential doctors work in the best hospitals. Knowing each other 

helps to develop trust and common interests and being part and parcel of an elite 

social network probably allows doctors to infl uence other network members’ opin-

ions and lobby its interests. Dózsa (2003) noticed that the most important thing 

to know for successful lobbying is a decision-maker and his telephone number. 

Fourth, medical professional organisations, partly working as trade unions, can 

achieve their goals by warning the Government of serious industrial actions or 

even civil disturbances. 29 Fift h, the Hungarian administrative elite dealing with the 

health sector have been traditionally educated as doctors and in former times, the 

Ministry of Health  even employed practising doctors on a part-time basis. At the 

present times, leaders of the medical profession have become leaders of the Minis-

try of Health. As such, when the Ministry of Health is actually the Ministry of the 

Medical Profession, a certain degree of solidarity probably exists between doctors 

in state administrative positions and doctors in leading professional organisations. 

Hungary  is a small country and has only four medical universities –so doctors in 

administrative positions and leaders of the medical profession probably know each 

other from their student years (Dózsa, 2003). Finally, both the medical profession 

and the medical industry have an interest in benefi ting from public  money. Th e 

medical industry could well back fi nancially the medical profession when the latter 

lobbies for their common interests. Just as when the income of doctors comes from 

28 In the case of younger doctors disagreeing with more senior doctors, senior doctors determine 
the policy as younger doctors do not have a voice in the professional organisations.

29 Although medical professional organisations sometimes successfully use this strategy  in negotia-
tions with the Government, they do not actually organise industrial action.
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shady dealings with the patients and the medical industry, the sources of the medi-

cal profession’s political power are also rather “dark” (Kovácsy, 2003).

Games the Medical Profession and Government Play

Does health sector  reform  potentially represent a co-operative or competitive 

“game”? In this game, the two major players, the medical profession and the Gov-

ernment, take decisions that aff ect the funding and organisation of the health sec-

tor. Th e Government must deliver health services to the population  in accordance 

with the Constitution . Yet, the Governance cannot signifi cantly increase public  

expenditure on the health sector because public  funds are scarce and the Govern-

ment cannot print money or over-spend due to the deleterious eff ects of potential 

infl ation . Th e Government is thus under pressure to organise the health sector in a 

way that reduces public  expenditure and increases involvement of the private sector. 

If the Government does fulfi l its constitutional responsibility of providing health 

care, it increases its chances of being re-elected. Th e medical profession, for its part, 

must cure people, advance medical knowledge and skills, as well as ensuring that 

medical professionals are employed and earn a decent living. In the long run, the 

privatisation  of health service providers may better maximise the interests of the 

medical profession. However, the interim transaction costs during the transition  to 

a new health system will burden the medical profession’s elite, who wish to preserve 

their use of public  funds and facilities (as well as the autonomy of the profession). 

Altogether, health sector reform can be thought of as a non-zero-sum game with the 

result that co-operation  between players can yield better pay-off s for them.

Th e government -medical profession game is an example of the prisoner’s 

dilemma game, in which the medical profession and the Government need to 

co-operate in order to maximise the health sector ’s performance. Under-the-

table money and adverse incentives (stemming from maximising behaviour of 

patients, doctors, and the medical industry) cause ineffi  ciency in the current 

health sector arrangements and thus requires co-operation  between the medical 

profession and the Government to root out these problems. Rooting out under-

the-table payments and adverse incentive problems require either changing the 

incentive system or fi nding marginal improvements in the existing health sector. 

As changing the incentive system underlying the health care sector is diffi  cult and 

expensive, the performance of existing health sector arrangements should be im-

proved. An eff ective system of regulation  and policing is the best way of improv-

ing existing health sector arrangements. 30 Such regulation and policing would 

30 Regulation and policing promote the effective performance of any type of health sector  arrange-
ments. In a private health care system, patients have much less incentive to bribe doctors – they 
simply need to pay more. The medical industry and health service providers, however, still have 
a rationale to pay doctors for prescribing their drugs and treatments – an arrangement which can 
curbed through an effective system of regulation  and policing.
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involve the establishment and enforcement of health care standards, stipulating 

that patients should receive cost-contained and eff ective treatment procedures.

Th e payment of under-the-table money and the existence of adverse incen-

tives are the result of the Government’s inability (or unwillingness) to increase 

health sector  salaries and include the medical profession in policy making. 31 Re-

garding salary increases, given the current economic and political circumstances 

in Hungary  which militate for budgetary contraction, the publicly funded health 

sector is a burden to the Government (and the 50% increase in health sector sala-

ries made by the current Government has been severely criticised by the IMF). In 

Socialist  times, the government  set lower than optimal health sector salaries and 

wages expecting that patients would use under-the-table money to “top up” the 

salaries of doctors and the wages of the auxiliary staff . Socialist  governments also 

deliberately did not create formal channels of medical profession policy infl uence 

which could have acted to advocate health sector expenditure increases and the 

scrutinising of governmental policies. Post-Socialist  governments could be con-

sciously or unconsciously continuing the practice of their Socialist  predecessors 

while the medical profession consciously and opportunistically defends the pay-

ment of under-the-table money – as shown by the Hungarian Medical Chamber 

endorsed Medical Ethical Code which allows doctors to take under-the-table 

money from patients if it is paid in gratitude aft er receiving treatment.

From the point of view of the medical profession, the payment of under-

the-table money and the existence of adverse incentives is supported by the exist-

ing system’s costs and benefi ts. If under-the-table money constitutes up to 90% 

of a doctor’s income, a three-fold increase in his offi  cial salary would encourage 

him to abstain from accepting under-the-table money or prescribing expensive 

drugs. While there are costs of violating one’s ethical code and being caught, if 

the probability of detection is low and expected penalties are smaller then the ex-

pected benefi ts (especially given the current lack of policing), the doctor will act 

in his own material interests. Th us, an eff ective system of regulation  and policing 

is needed.

Neither the government  nor the medical profession can be blamed. Rather, 

these problems result from an interaction between the Government and the 

medical profession. Th e Government’s strategy  of accusing the medical profes-

sion of corruption  aims to manipulate public  opinion: the public  knows much 

more about corruption in the health sector  than they do about incompetence 

in the Government (simply because the public  deals with doctors more oft en 

than with politicians). Similarly, the medical profession’s attempts to preserve 

publicly funded health care is not a purely altruistic enterprise, as the well be-

31 Such reasoning refl ects the current view of the Hungarian Ministry of Health  and particularly its 
head Dr. István Mikola who argued (in contrast to previously held views) that under-the-table 
money was not a disease but rather a symptom of systemic problems.
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ing of the current medical elite depends on the preservation this system. In the 

“game” between the medical profession and Government, the current situation 

– characterised by under-the-table money and the existence of adverse incentives 

–represents a sub-optimal equilibrium (or situation where neither can gain from 

unilaterally switching to another strategy). Th e Government’s dominant strategy 

is to accuse the medical profession of corruption, to shift  the responsibility for 

health care problems to doctors, or to forgo increased public  health spending. Th e 

medical profession’s dominant strategy is to allow senior doctors (who politically 

represent the medical profession) to earn high incomes and to preserve their 

positions on the top of the medical hierarchy.

If the present situation represents a sub-optimal arrangement, an eff ective 

system of regulation  and policing (which includes health care standards for pa-

tients and treatment procedures for doctors) can increase the performance of 

existing health sector  arrangements. Th e Government can no longer control the 

medical profession – but requires the co-operation  of the medical profession in 

establishing and enforcing a set of cost-contained and eff ective treatment pro-

cedures which doctors should follow (as well as penalties for deviating from 

these procedures and a system of enforcement). Such co-operation might be 

forthcoming if the Government increases offi  cial salaries in the health sector (as 

doctors with high offi  cial incomes would have incentives to exclude incompetent 

or immoral colleagues from the profession). If negative solidarity among doctors 

(their defence of incompetent and corrupt colleagues, for example) still exists, the 

medical profession should delegate some regulatory and policing functions to the 

State . In return, the State should delegate to the medical profession the ability to 

offi  cially participate in health policy, in order to negotiate doctor salaries, costs, 

and the content of medical procedures, and organisational reforms. 32

Conclusion

In the prisoner’s dilemma game, despite the fact that co-operation  is benefi cial for 

both players, it is sub-optimal. Each player considers a co-operative strategy , but 

the fear that the counterpart will not reciprocate (but rather cheat) drives both 

players to stick to a competitive strategy. Th e abandonment of their “rational” 

strategies  in favor of an “irrational” co-operative strategy requires a great deal of 

trust between the players. In the case of Hungarian medical reform , such trust 

can be generated between the Government and the medical profession’s repre-

32 As previously noted, medical professional organisations also act as trade unions. If the European 
Union  succeeds in promoting tripartite dialogue in accession  countries, professional medical 
organisations, the medical profession will no longer need to play the role of a trade union, and 
trade unions of the medical profession will negotiate with the Government issues, such as sala-
ries and working conditions.
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sentatives only through the personal relationship building, which would allow for 

the medical profession’s participation  in creating an eff ective system of regulation  

and policing.

Th eoretically, the participation  of the medical profession in health sector  

policy process is not desirable due to self-interested lobbying against reforms 

(even progressive ones) and increased transaction costs in terms of the time 

needed to introduce reforms and the resources spent on negotiations. If the Gov-

ernment wants to increase the eff ectiveness, effi  ciency , and equity  of the health 

sector, then unilateral action by the Government is better than constantly seeking 

the endorsement of the medical profession. Th e experience of reforms undertak-

en during transition  shows, however, that the Government usually does not know 

what course of action is benefi cial for the health sector, and scrutiny from the 

medical profession regarding governmental reforms many prevent many regula-

tory mistakes. Furthermore, unilateral governmental action may cause doctors to 

rebel against or to “play” a system of which they do not approve or which work 

against their interests. Th erefore, an eff ective, effi  cient and equitable health system 

requires the unlikely collaborative introduction of reform  with both the Govern-

ment and the medical profession.

If the government  wishes to credibly introduce such collaborative reforms, 

it must “play a two-level game”: one with the general public  and another one with 

the elite. As far as the general public  is concerned, during the election  campaign, 

the current governing party (MSZP) should pledge to reform  the health sector  

and dub itself “the health Government.” 33 Symbolically, the Government has al-

ready made an eff ort to reform the health sector, and the lack of substantial im-

provements in the eff ectiveness and effi  ciency  of the health sector can be blamed 

on medical sector corruption .

While symbolic politics  are important (especially in terms of elections), the 

government  must be successful in the game with medical elites . At fi rst glance, the 

Government should preserve the status quo  and not proceed with any reforms 

that violate the interests of the medical profession elite – such as state-sponsored 

privatisation . 34 Yet, the medical profession elite has neither the fi nancial resources 

nor offi  cial political power to veto governmental decisions. Government (and 

individual government offi  cials) could be tempted by revenues  from health care 

provider privatisation and in the long run, the new owners of health sector  fa-

cilities could become loyal supporters of the party that allowed privatisation. If 

33 The Government has already increased salaries in the health sector  by 50%, which is a purely 
symbolic measure, as the medical profession argues that salaries should increase by 250-300%.

34 Such privatisation  may indeed preserve the status quo , as shown by the case of general practi-
tioner privatisation. General practitioners were compelled to privatise their practices, and as they 
did not have money for such privatisation, the Government itself fi nanced them.
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the Government invites wealthy private investors (such as the medical industry) 

to participate in health sector privatisation, the costs of the loss of support from 

the medical profession, and even electoral support, could be compensated by the 

benefi ts of privatisation. If the worst scenario  occurs and privatisation results in 

a health sector crisis, the governing party will lose the next election . Th e politi-

cians in offi  ce who support the interests of the wealthy private investors might, 

however, earn more in this short term than their political careers would provide 

in many years: in this way, these politicians would create a solid fi nancial base 

for themselves and for their party colleagues, to be able to run for offi  ce in the 

following election.

List of Interviews

Given that up to date publications on the subject of this paper are scarce, the 

paper is mainly based on a series of exploratory interviews and correspondence. 

People who made a signifi cant contribution and who did not prefer to remain 

anonymous are listed.

Adam, Zoltan. School of Slavonic and Eastern European Studies, UCL. Interview 

conducted on 2 August 2002.

Dózsa, Csaba. Deputy Director, National Health Insurance Fund. Interview con-

ducted on 12 February 2003.

Fazekas, Erzsebet. Health Editor, Nepszabadsag. Interview conducted on 6 No-

vember 2002.

Hargitai, Réka. Chief Counsellor, Ministry of Health , Department of Health 

Policy. Interview conducted on 18 July 2002.

Hsieh, Dale. Interview conducted on 11 March 2003. Medical Student. Texas Tech 

University School of Medicine.

Kovácsy, Zsombor. Former Head of the Health Insurance Dept., Ministry of 

Health . Interview conducted on 30 October 2002 and 7 February 2003.

Magyar, Csaba. National Heart Institute, Controlling and Quality Assurance De-

partment. Interview conducted on 24 July 2002.

Magyar, Levente. Mayor, Local Government of Jászberény Town, Interview con-

ducted on 12 February 2003.

Mihályi, Péter. Professor, Department of Economics, Central European Univer-

sity. Interview conducted on 21 October 2002.

Mikó, Tivadar. Professor and Head of the Dept of Pathology at Szeged University 

(and Former President of the Hungarian Society of Pathologists). Interview con-

ducted on 22 October 2002.
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Pásztélyi, Zsolt. Director for Control. National Heart Institute, Control and Qual-

ity Assurance. Interview conducted on 25 July 2002.

Sandor, Judit (30.07.02) [Central European University], personal interview.

Stubnya, Gusztáv (11.02.2003) [National Curative Centre].

Szilvási, István (11.02.2003) [Hungarian Medical Chamber, Vice President].

Zentai, Violetta (31.10.2002) [Center for Policy Studies, Central European Uni-

versity, Acting Director].
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The Failure of Public Governance in Romania 
Alina Mungiu-Pippidi  and Sorin Ionita 

Introduction

Analysts generally believe, aft er observing the travails of democracy  in the transition  

countries and especially in South East Europe since 1991, that the basic structures 

of Western democratic life have been installed and that superfi cial aspects of demo-

cratic life have been more or less accurately copied. Yet, since substantive democracy 

and prosperity have still not reached South East Europe, “something” essential must 

still be missing. Th is paper argues that the missing ingredient in the democratic 

transition process, especially in Romania , may be good governance  − a coherent sets 

of policies developed by public  decision-makers  through a legitimate and transpar-

ent process which engages key stakeholders  in their implementation. Th e Romanian 

bureaucracy is widely perceived as having been captured by “predators” coming from 

networks created by the “politics  of amoral family-based relationships”.

Governance Problems in Romania 

Ever since 1989, Romania  has scored near the bottom of various assessments aimed at 

rating the transition  countries. Romania has consistently scored last place in the Eu-

ropean Commission ’s annual reports evaluating the progress of candidate countries 

– putting the country aft er Bulgaria,  a country that, arguably, began the transition 

facing harsher circumstances. Th e lack of capacity to design, adopt and implement 

public  policies in a transparent and participatory way has been the reason for these 

ratings. Th e lack of such capacity has led to a sense of drift  and uncertainty in Roma-

nian society , and has demobilised many social actors that might have battled against 

the hardships of transition, had they only been provided with a stable environment. 1

1   Policy shortcomings also substantially decreased the pace of social development. According to 
the UNDP development index (measuring a combination of education, health state and economic 
outcomes), the literacy rate and life expectancy showed a slight decline across the region after 
1989 as did GDP per capita.
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Domestic policy failures have caused the lack of consistent and sustainable 

social and economic growth  in the past decade. Particularly, “weak governance” 

– poor institutional arrangements, the lack of political will and few implementa-

tion skills − explains the diff ering social and economic outcomes, particularly for 

Romania . According to Kaufmann, Kraay and Zoido-Lobaton (2002), a defi cit of 

pubic governance in Romania spans many aspects of public  life. Figure 1 presents 

scores of the quality of governance using a methodology which compiled a series 

of other expert analyses. On a two-point scale normalised around zero, 1 is very 

good and -1 is “poor”. In this analysis, Romania ranks last among Central and 

Eastern European countries for the quality of public  governance indicators and is 

relegated into the second tier of countries along with crisis-torn Balkan  and the 

former Soviet  CIS  countries. Worse yet, not only is the average score low, but also 

the quality of governance in Romania worsened slightly between 1998 and 2001.

Figure 1

Th e quality of public governance in Romania compared to other CEE countries 

– Trends between 1998 and 2001

Source: Kaufmann et al., 2002.
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Figure 2

Th e quality of public governance in Romania:

developments between 1998 and 2001

Source: Kaufmann et al., 2002.

No other EU  candidate country has these governance trends. Even Croatia , 

crippled by war , seems to be pushing ahead on more quickly governance reform . 

Disaggregating the overall country score – as shown in Figure 2 – shows that the 

‘political’ areas (’voice’, political stability) have higher scores than the policy imple-

mentation areas (namely government  eff ectiveness and the control of corruption ). 

In addition, the quality of regulation  has worsened signifi cantly between 1998 and 

2001. In the fi rst decade of transition  in Romania , the country has failed to follow up 

the political liberalisation  achieved in the early 1990s with sound policies.

Sound policies are implemented because of external pressure (through chan-

nels such as aid conditionality) as was the case for the liberalisation  and stabilisa-

tion measures of the early 1990s and 1997-98. Th ey are also implemented when 

a bad crisis forces the implementation of a long-debated solution – such as the 

passing of the Freedom of Information Act , local budget reform , and the clean-

ing up and strengthening of the fi nancial sector aft er a series of bank and mutual 

fund collapses nearly caused the country to default in 1999. In some instances a 

combination of external pressure and crisis-driven measures cause policy imple-

mentation – strong pressure from Brussels  and Strasbourg  improved Romania ’s 

gloomy orphanages, for example, and a string of scandals related to international 

adoptions forced the government  to implement a more modern system of foster 

care. Th ese two factors cannot, however, work in all policy areas. External pres-

sure or a crisis-motivated “push” may not function with the same effi  ciency  in 
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other areas of economic or social policy, where standardised solutions do not 

exist (as they do in banking and local fi nance , for example). Domestic expertise is 

needed to fi lter and adapt locally the pool of international best practices.

The habits and values  of elites : amoral family-based policies

Social values  and attitudes  compound the structural fl aws identifi ed above in 

working against policy implementation. Personal allegiance overtakes all other 

values and rational self-interest, making the policy environment unpredictable. 

Leaders are expected to be promoters of their protégées and clan-based loyalties 

take precedence over public  duties for salaried public  offi  cials in the central gov-

ernment , local administrations, the political opposition, academia and cultural 

life in general, thus aff ecting most of the country’s elites . Banfi eld’s (1958) study of 

the Italian Mezzogiorno referred to this complex of attitudes “amoral familism” or 

the creation of extended kin-based associations which form close networks of in-

terests and develop a particularistic ethics centered solely on the group’s survival 

and welfare. In-group values and welfare supersede the wider social values or 

norms and at best, general social values and norms are likely to be invoked only 

sporadically − as happens sometimes in the case of anti-corruption  measures.

Since Romanian society , as elsewhere in the Balkans, is predominantly pre-

modern, its members are not motivated to compete openly or adopt the pro-

growth dynamics of modernity. Social transactions are regarded as a zero-sum 

game, where one group’s gain must be another group’s loss. While such a zero-

sum perspective may be a rational in traditional, static societies (where resources 

are limited and policy is primarily directed at redistribution), this worldview 

is destructive when growth is possible and the professional success of external 

groups may be a potential source of general wealth. 2 Designing and implement-

ing welfare-enhancing public  policies − packages of consistent and uniform gen-

eral rules applicable to everyone − is challenging in this environment.

In Romania , this secular institutional under-development combines with the 

inheritance of a particular type of totalitarian regime: “sultanistic communism”, 

as Linz and Stepan (1996), among other transitologists, have aptly characterised 

Ceauşescu’s unique blend of inept Soviet -style bureaucracy and Balkan -style na-

tionalism, arbitrariness and clannish behavior. Th e ruling class of the Ceauşescu 

years consisted of a number of territory-based families vying for power. Th e for-

mal rules of the communist regime were not consistently enforced, but were bent 

to a group’s own advantage, depending on the family’s skill and power. Rent seek-

2   In a zero-sum game, a fi nal state may be considered acceptable when everybody loses something, 
but when one’s group loses less than the others do.
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ing was generally accepted, and all the individuals down the social ladder tried 

with more or less success to replicate the strategies  of the top echelons.

Today, political parties typically comprise small coteries of individuals with 

little or no ability to govern. Government is most oft en undertaken by an uneasy 

combination of old-time Communist bureaucrats (the only ones with the group 

discipline needed to accomplish anything) and foreign donors. An emerging civil 

society  is trying to gain a place in the governance of the country, while facing the 

same problems as the rest of society . As the Romanian communist regime was 

much more closed and repressive than its Central European counterparts, an al-

ternative elite (or even a group of technocrats) who could understand and manage 

policy could not emerge. Many civil society organisations appeared in the early 

1990s; using radicalism to make up for the missing dissidence before 1989 − they 

were, so to speak, intellectuals organising themselves to oppose a dead tyrant. Such 

radicalism further delayed the appearance of modern, professional, think tanks. 

Post-communist political structures were also weakened by their inability to dis-

credit and exclude important politicians and business interests linked with the pre-

vious regime – resulting in slow reform  and inconsistent policies (Nelson, 1995).

Pre-modern attitudes  towards domestic public  aff airs are not caused by 

a lack of education or by anti-Western values . Little correlation exists between 

clannish behavior and membership of the old regime’s ruling class, and the new 

cosmopolitan sophisticated elites  who appear at the international gatherings still 

behave discriminatorily and clannishly in Romania . Such a disconnection also 

explains the fact that diplomacy, as an occupation, is highly esteemed – as displo-

macy allows the individual to increase the distance between pays légal and pays 

reel, and to use the fi ction accepted by the powerful foreign partners of a unifi ed 

nation-state to the group’s advantage. 3

Th e manipulation of foreign actors by local Romanian groups helps explain 

why foreign assistance is ineff ective in Romania  and is seldom able to alter the ways 

of the locals. Foreign assistance does not arrive exogenously but is aff ected by local 

interests and local politicking, and is dependent on provoking specifi c reactions from 

the international community (van Meurs, 2001). Identifying “bad guys” or culprits for 

non-reform  (or “simulated reforms”) ignores the structural problem, and personalizes 

forces that are deeply entrenched in society . Pumping resources through assistance 

programs without prior analyses of networks of infl uence oft en results, not in chang-

ing the rules of the local game, but rather in raising the stakes and consolidating exist-

ing power groups. Local elites  are tempted to appeal to the international community’s 

3   This disconnection between the offi cial, Westernized discourse abroad and actual behaviour at 
home has a long history . The 19th century boyars sent their sons to French and German universi-
ties and adopted Western customs, in order to be able to preserve their patronage-based power 
in the new circumstances? or as Sicilian writer di Lampedusa (2002) notes “everything has to 
change in order to stay the same”.
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interest in stability in Romania (as is the case with the European Union ) and to stress 

the presumably destabilizing eff ects of reduced assistance or tougher conditionality.

Predators into bureaucrats?

According to the corruption  scores by Transparency International and govern-

ance scores by Freedom House shown in Figure 3, Romania  is more corrupt than 

every other EU  candidate. Romania scores 2.6 on the Transparency International 

scale on a seven point scale (with seven representing the lowest level of perceived 

corruption) and rates 77th out of 102 countries. Aft er Bulgaria,  Romania rates the 

most corrupt on the Freedom House scale with a score of 4.3.

Figure 3

International Rankings of Corruption

* One-to-seven scale, with one representing the highest, and seven the lowest, level 

of corruption . Figures have been rounded to the nearest decimal.

** One-to-ten scale, with one representing the lowest and ten the highest level of 

corruption .

Source: Freedom House http://www.freedomhouse.org/research/nitransit/2000/

index.htm and Transparency International http://www.transparency .org.ro/comunicat_

CPI_2002.htm

Subjective estimates of public  sector corruption  suggest that most Ro-

manians perceive many groups to be above the law, that the same few people 

benefi t regardless of the regime and that corruption is widespread. According to 

Figure 4, Romanians distrust their fellow citizens and political parties as much 

as people in other countries in the region. 4 A higher proportion of Romanians 

4   Trust remains low in Romania  for central government , law and order’ agencies, Parliament and 
political parties, which are placed further from the voters’ reach, protected by the intricacies of a 
proportional electoral system based on party lists.
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participate in voluntary associations (partially due to high union membership 

rates inherited from Communist times) and attend protest rallies more oft en than 

people in other regional countries. Romanian passivity and structural distrust 

which plagues collective action is not uniquely a Romanian phenomenon, nor 

is it due to the ‘fatalistic political culture’ depicted by Wildafsky (1986). Com-

munist socialisation, rather than specifi cally Romanian cultural traits, is the more 

likely cause of such passivity and distrust. All Eastern European countries are 

struggling, regardless of their Catholic or Orthodox roots, with widespread mal-

functioning of their public  administrations which translates into the incapacity 

to provide satisfactory service without the ‘extra-tax’ bribe payments. All these 

countries have underpaid civil servants, and public  resource shortages accentu-

ated by over-regulation . Citizens are accustomed to being mistreated due to an 

almost total absence of formal institutions of civil service accountability  to the 

public . Even though only 34% of Romanians believe promoting good governance  

is beyond their power, formal institutions continue to support poor governance . 

Citizens pay an extra-tax (a bribe) because paying off  individuals in this way is 

simpler than fi ghting the entire system – albeit at the cost of the erosion of trust 

in new formal democratic institutions. 5

Figure 4

Perceptions  of Governance in Eastern Europe

Source: World Values Survey 1995.

Th e majority of Romanians have become democrats, but blame the diffi  -

cult political and economic transition  of their country on the political ‘class’. As 

shown in Figure 5 in a SAR-CURS 2000 survey, 59% of Romanians report having 

been mistreated by a civil servant aft er the fall of Communism . Th e recruitment 

method of politicians and bureaucrats may account for their low popularity, as 

political representatives are elected from party lists and the government  appoints 

judges and the civil service from within the former Communist bureaucracy, and 

5   For Romania , roughly a quarter of the respondents enjoy belonging to the right network or hav-
ing the right connections needed for service delivery or administrative licences.
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Trust in
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Participation

(attending

lawful

demonstrations)

Civic

membership

Extent of

corruption

Czech R. 27 15 11 30 62

Slovakia 26 22 12 28 61

Poland 17 13 10 2 69

Hungary 22 20 9 31 42

Slovenia 15 14 9 31 68

Romania 18 14 20 31 58

Bulgaria 24 30 11 10 68
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also from new recruits. Civil servant jobs are usually only obtainable by informal 

connections, due to a lack publicly advertised public  sector job openings. Wide-

spread politicisation of the administration stems less from political interest in 

these low-key jobs than the need to distribute patronage.

Figure 5

Dissatisfi ed Democrats in Romania 

Source: Eurobarometer and CURS 2001.

Such data may be explained by the still widespread perception of the state 

as a parallel entity to society , operating alongside society, rather than with it. Citi-

zens have not claimed ownership of the state, even if the voter turn-out in local 

and national elections is relatively high. Levels of trust are lower in urban areas 

than in rural ones. 6 Only in local urban areas did trust in government  double in 

Romania  between 1997 and 2000, as fi scal  decentralisation  gradually empowered 

directly elected mayors to be responsive to their constituencies.

As shown in Figure 6, a number of variables can be used to help estimate 

public  trust in government  (in general), in specifi c public  agencies, and in the 

‘state’ in general. Th e regression model shows a non-causal association between 

interpersonal trust and trust in public  sector and state agencies. Administrative 

performance, using as a proxy the question about negative personal encounters 

(mistreatment ) by a public  servant, is an important predictor of trust in political 

institutions, the state in general and in the public  sector in particular. Residual 

Communist attitudes  also hinder the development of trust, as frustration with 

transition  and longing for Communism  imply less trust in the new regime. Age is 

an important predictor of trust, as young Romanians tend to be more confi dent 

than the old, and subjective well-being is a more important determinant of trust 

than objective diff erences in income. Membership in voluntary associations is not 

6   These data suggest that trust is not a basic psychological orientation arising out of an environ-
ment of scarce resources (Foster 1967). This fi nding also contradicts previous studies of social 
capital , such as Almond and Verba (1963) or Putnam  (1995), who found a strong relation be-
tween trust and more developed regions. A possible explanation may revolve around increased 
urbanite interaction with public  administration , and according to the survey data, they also pay 
more bribes for public  services.

Questions % agree

Parliament should be closed down and parties abolished 19

A unity government with only the best people should replace the

current government

59

There is a conflict between politicians and ordinary citizens 51

Problems of transition can be blamed on incompetent governments 62

Mistreated by a civil servant after 1990 59
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a signifi cant indicator of trust. 7 Interpersonal trust predicts only public  trust and 

seems unrelated to trust in politics . Th e only solid predictor of the three types of 

trust in the public  sector is personal experience with administration.

Improving the quality of public  governance

Current formal and informal public  administrative institutions support ongoing cor-

ruption . Public sector corruption in Romanian not only consists of the use of a public  

position for personal gain, but encompasses the widespread infringement of the norms 

of impersonality and fairness (which should characterise modern public  service) to 

the advantage of more powerful groups. Institutional reforms during transition  did 

not target this discretion specifi cally, as civil service reform  acts prompted by the Eu-

ropean Commission  include practically no reward or punishment system to promote a 

change of administrative culture. Th e reform  of public  administration , and of the state 

in general, is the key to legitimising democracy  and to Romania ’s accession  to the EU . 

Th e central group of post-communist politicians, such as the group around Romanian 

President Ion Iliescu, has gradually evolved from authoritarian socialists to pro-Euro-

pean social-democrats, but they did not dare to attack corruption (as the predatory 

elite is the most infl uential part of their power basis). Tackling such corruption is, 

however, an essential step in Romania’s transformation  and in EU  accession.

Building transparent institutions and a balanced political system in which no 

group can ‘privatise’ the administration are the only solution for poor governance . 

Th e adoption of a single, clear and legally binding code of conduct for the whole 

public  sector could help regulate and establish norms and desired practices – such 

as the Code of Conduct of the American Federal Offi  ce for Government Ethics. An 

autonomous agency, whose head is appointed by Parliament, must also be created 

with the power to enforce such codes (an offi  ce of ethics). While the Ombudsman’s 

offi  ce pursues the infringement of good conduct, an ethics agency targets the 

complete implementation of standards of conduct on an agency by agency basis, 

by setting performance targets, creating indicators, and organizing feedback from 

citizens on a regular basis. Legislative instruments, such as the Freedom of Infor-

mation Acts (FOIA ) adopted in Romania  should be thoroughly implemented.

7   The classic social capital  determinants, such as wealth, education or membership in civic associa-
tion do not satisfactorily predict political or public  trust in Romania .
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Figure 6

Determinants of Public Trust

Source: Romanian Academic Society (SAR) and the Center for Urban Sociology (CURS) from 2000.

*** signifi cant at 0.01 level, ** signifi cant at 0.1 level, ns – non-signifi cant item.

Figures are non-standardized regression coeffi  cients. Dependent variables are trust in state from 1 (little) to 

4 (a lot); trust in government ; factor score of evaluations of Government, Parliament and Presidency; scales 

from 1 (little) to 4 (a lot); trust public  sector (PUBLIC SECTOR) – factor score of evaluations for main public  

agencies, scales from 1 (little) to 4 (a lot).
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Anti-Corruption Education And Training In Lithuania 
Mantas Jonauskis 

Introduction

Th ere is a substantial amount of research data pointing to corruption  as one of the 

major obstacles for sustainable development. 1 Lithuania  is no exception to this trend 

and given persistent corruption in the country, sustained eff orts have been made 

over the past years to fi ght corruption at both the legislative and administrative 

levels. Due to the European Commission ’s regular report on Lithuania ’s progress 

towards accession , the Lithuanian authorities are concerned about administrative 

corruption, especially in the transparent application of administrative procedures 

and co-ordination among agencies in combating corruption. 2 Some key sectors 

highly aff ected by corruption, as identifi ed by recent studies, are customs, public  

procurement, police, courts, health care system, tax authorities, municipalities, 

and central ministries. 3 Like other Central and Eastern European countries, 

Lithuania  has most of the necessary laws and structures for fi ghting and preventing 

corruption. It lacks the skill and experience to use them effi  ciently, however. 4 For 

that reason, the importance of training as an anti-corruption  measure has been 

highlighted in a number of offi  cial documents.

1   All data for anti-corruption  measures in Lithuania  provided for this article is current as of July 
2003.

2   European Commission  (2002).Regular Report on Lithuania ’s Progress Towards Accession.
3   For more information, see the Internet site of the Special Investigations Service at www.stt.lt.
4   See “The National Integrity System. Concept and Practice. Country Studies: Overview Report” by 

Transparency International in May 2001.



255

Anti-Corruption Education and Training in Lithuania

Legislative and Institutional Framework For The Prevention 
Of Corruption

On 17 January 2002, the Parliament (Seimas ) adopted the “National Anti-Corruption 

Programme of the Republic of Lithuania ”, comprising the National Anti-Corruption 

Strategy and the Action Plan for the implementation of the Strategy, that serves as 

a major legislative framework for anti-corruption  activities, including training. 5 Th e 

programme places particular emphasis on “preventing the occurrence of corruption, 

establishing the principle of inevitable legal accountability  for unlawful acts, building 

public  intolerance towards corruption, as well as developing international co-operation  

in the fi ght against corruption.” 6 Th e Programme focuses on the holistic, integrated, 

and collaborative approach to address corruption and provides three main measures 

for the fi ght against corruption: prevention, investigation of corruption related of-

fences, and public  anti-corruption  education, to be implemented in 2002-2006.

Th e main institutions responsible for the prevention, detection and pros-

ecution of corruption  at the national and at the sub-national level are the Spe-

cial Investigations Service, Public Prosecutors Offi  ce, the police and the courts. 

Overall responsibility for implementation, monitoring, and assistance with the 

anti-corruption  programme lies in the hands of the Government and the Special 

Investigations Service (SIS ). Th e SIS  is a specialized anti-corruption body dedicated 

to both the detection and prevention of corruption activities in Lithuania . As shown 

by the organisational diagram in Annex I, the SIS  is the co-ordinator of the National 

Anti-Corruption Programme.  7 For its part, the Government, in its programme for 

2001-2004, has declared its commitment to contribute to the overall success of anti-

corruption activities. 8

Th e Action Plan contains eleven specifi c measures on education and training, 

which fall under the third chapter called “Anti-corruption  education of society  

and its support” (see Annex II). Th e Action Plan also calls for the development of 

sector-specifi c anti-corruption  programmes by central and local governments (see 

measure 1.18). To this eff ect, technical assistance from the European Union  (EU ) 

has been provided through a Phare project which started in January 2002 and ended 

in December 2002. 9

5   See National Anti-Corruption Programme of the Republic of Lithuania  at http://www.stt.lt/en/
fi les/programe.pdf.

6   Ibid. par. 1.2.
7   A detailed description of institutions which deal with the prevention of, and the fi ght against, 

corruption  and their functions can be found in the Evaluation Report on Lithuania  adopted by 
GRECO at the 8th Plenary Meeting (Strasbourg , 4-8 March 2002).

8   See Programme of the Government of the Republic of Lithuania  for 2001-2004 at http://
www.lrv.lt/anglu/a-programa/Braz_2001a.htm.

9   PHARE project LI 9913.02 “Support to the Lithuanian Government’s Anti-Corruption Commis-
sion and Review and Implementation of the National Anti-Corruption Programme, the Prepara-
tion and Implementation of Sector Anti-Corruption Strategies and Action Plans”.
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In addition to the anti-corruption  strategy  and its implementation plan, 

there are a number of other laws that serve to prevent corruption in Lithuania . 

For instance, on 12 January 1999, the Seimas  adopted the Law on Financing of 

Political Parties and Political Organisations, and on 3 June 1999 the Law on Pub-

lic Procurement. Finally, with the adoption of the Law on Corruption Prevention  

in May 2002, Lithuania  completed the legal basis for the fi ght against corruption. 

Th e law aims at establishing the main principles for preventing corruption in the 

private and the public  sectors. It identifi es measures for preventing corruption, 

provides their legal basis, and determines corruption prevention agencies, 

including their responsibilities. 10

Existing Anti-Corruption Education in Lithuania 

Corruption is a very new academic discipline. Th erefore, it comes as no surprise 

that no higher education institution in Lithuania  has specifi c anti-corruption  

topics incorporated into their study programmes as yet. However, there are 

courses that form at least a part of an anti-corruption  education, for instance, 

courses in professional ethics. A number of higher education institutions that 

teach public  administration  off er courses on ethics in public  administration or 

civil servant ethics (see Table 1). Generally, these courses consist of ethics theory, 

the analysis of ethical codes or major factors that aff ect ethics in public  service, 

and are accompanied with practical assignments. Th ey usually last one semester 

and take 40 to 160 academic hours to complete. 11

Most of these courses have been developed very recently. Th e fi rst study 

programme on public  administration  at the Bachelor and Master level was 

introduced in 1994 at Kaunas University of Technology. 12 Since then, four 

additional Bachelor level and nine Master level study programmes have 

been created by four other universities. Th us, there are fi ve out of twenty one 

universities that have 15 study programmes on public  administration, with 8 of 

them having courses on ethics in public  service.

10 There is a whole set of anti-corruption  laws and the specifi c laws which are directed at fi ghting 
corruption. General up to date information on anti-corruption  laws is available on the website of 
the Special Investigations Service at www.stt.lt.

11 The courses consist of lectures, practical assignments, and seminars. They do, however, have dif-
ferent values , as in some cases there is no exam after the course, only course work.

12 Domarkas V. and Gineitiene D. “Public Administration Education in Lithuania ”, Department of 
Public Administration Kaunas University of Technology.
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Table 1

Anticorruption Courses in Public Administration Study Programmes

*All indicated programmes lead to a Bachelor or Master Degree in Public Administration.

At the initial stage of the anti-corruption  programme, a new anti-corrup-

tion  course was developed by Th e Centre of Contemporary Didactics (attached 

to Vilnius Pedagogical University), for secondary schools, and run on a pilot basis 

for schoolteachers. Likewise, during 2002-2004, due to a request from the SIS , and 

thanks to fi nancial assistance from the UNDP, Th e Centre of Contemporary Di-

dactics, with experts representing diff erent political parties, under the framework 

of the project “Corruption prevention through education, information, and con-

sciousness raising” will prepare educational anti-corruption courses for bachelor 

as well as master level studies, and will try to introduce them into the curriculum 

of higher education institutions. Th e course will consist of two modules (lasting 

about 36 and 48 academic hours). Th e fi rst module will include topics on corrupt 

structures, the analysis of “negative Globalisation ” and their eff ects on Lithuania . 

Th e second module will deal with preventing corruption, with an emphasis on 

civil society  development, national awareness raising, and trust in law enforce-

ment institutions.

Institution of higher education
Degree programme*

(Including correspondence courses)
Course title

1. Kaunas University of Technology

Faculty of Social Science

Bachelor Studies in Public Administration Ethics of Public Service

2. Kaunas University of Technology

Faculty of Social Science

Master Studies in Public Administration Ethics in Public

Administration

Bachelor Studies in Law and Governance Ethics

Bachelor Studies in Public Administration Ethics

Master Studies in Public Administration Ethics in Public Service

Bioethics

Master Studies in Tax Adminis tration Ethics in Public Service

Master Studies in Administration of

Municipal Institutions

Ethics in Public Service

3. Law University of Lithuania

Faculty of State Governance

Master Studies in Customs Administration Ethics in Public Service

Bachelor Studies in Law and Policing Ethics of Police Official4. Law University of Lithuania

Kaunas Police Faculty
Bachelor Studies in Law and State Border

Control

Professional Ethics and

Deontology

Bachelor Studies in Law and Policing Management of Statutory

Services and Ethics

5 Law University of Lithuania

Police Faculty

Bachelor Studies in Law and Customs

Operation

Ethics of Customs Officer

Bachelor in Military Studies Ethics and Esthetics

Bachelor in Human Resources Management Ethics and Aesthetics

6 Lithuanian War Academy of

General Jonas Zemaitis

Bachelor Studies in International Relations Ethics and Aesthetics

7 Siauliai University

Faculty of Social Science

Bachelor Studies in Public Administration Ethics and Accountability

8 Vytautas Magnus University

Institute of Political Science and

Diplomacy

Bachelor Studies in Public Administration Office Employee Ethics
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Existing Anti-Corruption Training In Lithuania 

Similar to academic institutions, few training institutions off er permanent spe-

cifi c anti-corruption  courses, not considering the courses on ethics (see Table 2). 

Th e main organisations off ering permanent training include the Customs Train-

ing Center, Lithuanian Institute of Public Administration, Public Procurement 

Offi  ce Training Division, and the Training Methodology Division of the Prosecu-

tors-General Offi  ce. Most of these courses have been developed with the help of 

foreign experts and have been only very recently introduced into the curriculum. 

Only a couple of training seminars have been organised so far, and these courses 

do not yet cover all sectors aff ected by corruption, for example, the police service 

is not yet covered.

Table 2

Training Institutions that off er anti-corruption  training courses
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Most anti-corruption  training has been run on a project-to-project basis. 

In recent years, with fi nancial assistance from developed countries , a number 

of diff erent organizations have organised or sponsored ad-hoc anti-corruption  

trainings or awareness raising conferences for specifi c target groups in the public  

as well as private sectors . Some of these organisations include the EU , the World 

Bank , the United Nations Development Programme, USAID, and Transparency 

International. In 2001 and 2002, the staff  of the Special Investigation Service 

has been provided with general and specialised training covering anti-cor-

ruption public  awareness raising, preparing public  anti-corruption education 

programmes, application of special soft ware for data analysis, undercover opera-

tions, and methods of investigation and interrogation. 13 Under a Phare project, 

some training has been organised for line ministries responsible for developing 

sectoral anti-corruption strategies , for example in customs and health care. Dur-

ing the project, a new and specifi c anti-corruption course in customs has been 

developed, tested, and now is run on a permanent basis for customs offi  cials at the 

Customs Training Centre in Vilnius.

In 2001, based on a request from the Lithuanian Parliament and Municipal 

authorities, the U.S. Embassy initiated and funded a Governmental Ethics Train-

ing Program that had been implemented by the Management Training Centre 

of the Panevezys Institute of Kaunas University of Technology. Th e programme 

aimed at increasing public  confi dence in government  institutions, improving the 

monitoring of ethics, and increasing the role of the public , the media  and the 

academic community in promoting high standards of government ethics. 14 A 

two-day anti-corruption  training course is also off ered at the Lithuanian Institute 

of Public Administration (LIPA ), which will be discussed in the next section of 

this paper.

Much anti-corruption  training has been undertaken on a multilateral or bi-

lateral basis. Th rough the adoption of a national programme on the fi ght against 

corruption, Lithuania  encompassed all anti-corruption  initiatives in a single 

document that paves the way for the preparation and running of anti-corruption 

educational and training courses on a permanent basis.

Anti-Corruption Curriculum of the Lithuanian Institute of 
Public Administration

Th e Lithuanian Institute of Public Administration (LIPA ), established in January 

1999, is the leading training institution providing training and consultations for 

13 European Commission . (2002). Regular Report on Lithuania ’s Progress Towards Accession.
14 Press release of American Embassy in Vilnius dated 1 of June 2002, see http://www.usembassy.lt/

Releases/ethics.htm.
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civil servants in Lithuania . Th e Implementation plan of the anti-corruption  pro-

gramme does not mention LIPA  as a provider of anti-corruption  training; how-

ever, under the authorization of the Ministry of Interior, it is responsible for the 

development and implementation of training programmes for civil servants. Th e 

Institute thus engages in anti-corruption training and runs three courses, which 

could fall under the category of “anti-corruption training” – namely in Ethics of 

Civil Servant, Coordination of Public and Private Interests, and Enhancing Good 

Governance and Fighting against Corruption in Lithuania .

Ethics of Civil Servant

Since 2000, a one-day (8 academic hours) training course called Ethics of Civil 

Servant was conducted, dealing with civil servant professional ethics. Th e pro-

gramme’s target group is very broad, including all civil servants who seek career 

advancement. Th e programme seeks to help those starting their public  sector 

careers to understand what kind of behaviour society  expects out of them, what 

are the basic formal and informal norms of ethical behaviour for the civil serv-

ant, and the kinds of values  civil servant should hold. Th e programme introduces 

ethics codes from various countries and discusses the application of the law on 

co-ordinating public  and private interests in Lithuania . Trainers come from insti-

tutions that have developed codes of ethics for civil servants. Th ey usually make 

presentations that are accompanied by discussions, practical assignments and 

case analyses. Forty-seven civil servants attended the seminar in 2001, and 212 

civil servants attended in 2002.

Co-ordination  of Public and Private Interests

Th e second training programme under the category of anti-corruption  training is 

Co-ordination  of Public and Private Interests. Th is two-day course is targeted at 

vice-ministers, ministry secretaries, heads of departments and divisions, and civil 

servants from counties and municipalities, who participate in the formation and 

implementation of public  policy. Th e programme aims to teach participants how 

to conduct impact assessments of decisions taken and manage diff erent interests 

of society  in order to ensure balanced public  policy implementation. Trainers 

make presentations, organise work in groups, give individual assignments, and 

ask for modelling as well as situation analysis. Twenty-one civil servants attended 

the seminar in 2000 and 18 in 2002.

Enhancing Good Governance and Fighting against Corruption in 
Lithuania 

In the framework of a Phare twinning project, Yrjo Vena, an expert from the Finn-

ish Institute of Public Management (HAUS ), has developed a two-day (16 aca-

demic hours) training course, Enhancing Good Governance and Fighting against 
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Corruption in Lithuania , that was piloted in October 2001. Th e programme has 

been adopted for the current Lithuanian situation and now includes Lithuanian 

anti-corruption  legal documents and cases (see Annex 3). Th e programme’s tar-

get group consists of all levels of civil servants responsible for administrative 

development and operational quality.

Enhancing good governance  and fi ghting corruption  are important aims of 

the Lithuanian government . Th e main objectives of this seminar are to under-

stand the complex elements that form good and bad governance, to recognise 

corrupt practices, and to know and support the Government’s anti-corruption  

strategy . Th e programme covers the characteristics of good governance, rule of 

law, transparency  and openness , freedom of information, role of mass media , 

accountability , and corruption. Th e programme also comprises a discussion of 

corruption cases, corruption prevention on a system level, the international fi ght 

against corruption and the Lithuanian anti-corruption strategy.

Course trainers are from the Transparency International Lithuanian Sec-

tion and the Special Investigations Service. Presentations during the course are 

accompanied with case discussions in pairs, groups, common discussion, ques-

tions and answer format, as well as individual assignments. Each session of the 

programme has a set of presentations and specifi c cases. Relevant offi  cial anti-

corruption  documents are included as handouts. Only three seminars have been 

organised, including one piloted on 47 participants coming from various regional 

and central public  administrative institutions. Even though the content of the 

seminar only partly fulfi lled participants’ expectations, they cited a number of 

issues they would be able to apply in their daily work. Th ey also wanted to con-

tinue the training in more specifi c fi elds like internal audit or privatisation . Based 

on observations from the participants, the seminar could provide video training, 

and concentrate more on practical examples and statistics. Following the qual-

ity insurance procedure of LIPA , two experts (one from the Law University of 

Lithuania , and the other from the SIS ) have assessed the course and made some 

proposals for improvement.

Conclusions

Corruption is an important issue to be addressed in Lithuania . Th e adoption 

of the national anti-corruption  programme was a huge step forward towards 

co-ordinating anti-corruption  including education and training activities. Th e 

implementation of the programme is at its initial stage; therefore, it is diffi  cult 

to measure its overall success. Most of the training activities have taken place on 

the project basis. However, the number of educational and training institutions 

providing anti-corruption training on a permanent basis has been, or will be, ex-

panded in the near future. Th us, anti-corruption training and education activities 
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are on the right track. Nevertheless, it is possible to provide some general recom-

mendations that could complement ongoing anti-corruption activities:

 Permanent monitoring as well as horizontal and vertical training for major 

risk groups should be undertaken

 Vertical anti-corruption  training programmes do not cover all sensitive areas 

and additional training programmes should be developed and incorporated 

into specialised training centres, for instance, the Lithuanian Police Training 

Centre might implement courses for police offi  cers.

 Incorporate special anti-corruption  curriculum into all levels of educational 

and training institutions.

 Have obligatory anti-corruption  courses for A and B level civil servants, espe-

cially those coming from sensitive sectors.

 LIPA  should provide horizontal training for middle and top level public  sector 

managers, whereas vertical training activities could be undertaken by special-

ised training centres attached to specifi c ministries or universities.

 Case studies should be used as a training method with active participant in-

volvement.

 Th e State  should further fi nance  anti-corruption  training activities.

 Trainers on anti-corruption  matters should be both experienced public  serv-

ants as well as representatives from NGOs  or universities in order to refl ect 

broader co-operation  between private and public  sectors.

 Training programmes should contain specifi c cases related to participants’ 

daily work and to specifi c laws as well as the mechanisms of implementation.

 Some additional topics could be covered include the Law on Corruption Pre-

vention  and civil servant codes of ethics.

 Most importantly, most of anti-corruption  activities funded from internation-

al funds should have the full commitment from the Lithuanian Government.
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Annex 1: A diagram of bodies implementing the National 
anti-corruption  programme
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