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DECENTRALIZATION EFFECT IN NORTHLAND
COUNTRIES: EXPERIENCE FOR UKRAINE

Abstract. In the article is explained the state of institutional environment
of public-private partnership in Ukraine in light of government efficiency us-
ing performance indices of Governance Research Indicator Country Snapshot
(GRICS). The main factors that drastically reduce the quality of today's institu-
tional environment are political instability and high level of corruption.

It today’s situation, the state priority measures should stabilize the political
situation, strengthen the position and role of the public sector, position the state
as a reliable business partner in the world economic system and as a responsible
member of public-private partnership inside the country.
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E@®EKT JIEIEHTPAJI3ALI ¥ KPATHAX CKAH/ITUHABII:
IOCBIJ IJISI YKPATHU

AHoTanisi. Y crarTi mpoaHai30BaHO iCTOPil0 TPOBEAEHHS JelleHTpaJrisaltii
y 3apyOiKHMX KpaiHaxX Ta ii OCHOBHI MoJeJli. 3 METOIO BUSIBJIEHHS ITPOOJIEMHUX
aCIIeKTIB MPU MPOBEJIEHH] JieTleHTpai3alliiHnX pehopM BU3HAUYEHO crelndiky
ix 3mificHenHs y Takux Kpainax, ik Hopseris, [1IBernis Ta @innsguais. Ha ocrnosi
CKaH/IMHABCbHKOI'O JIOCBi/ly y3araJabHeHO [TO3UTHUBHI Ta HETaTUBHI CTOPOHU 3/1i¥iC-
HEeHHS JlelleHTpasli3allii, a TaKoX BU3HAYEHO HIJISIXHU BIIPOBa/IsKeHHS pedopM 3 Jie-
HeHTpasi3alii Baaju B YKpaini.

KmouoBi ciioBa: fierieHTpastisaitist Bjaaau, eHTpastisallis, MKy BIau, PO3Io-
JIJT BJIaJIU, MiclieBe CaMOBPSILyBaHHs, TePUTOPiaJibHA TPOMA/IA.

IDODEKRT JEINNEHTPAJIN3AIINU B CTPAHAX CKAHIMHABHU:
OIIbIT AJIAA YKPANHDI

Annotanus. B ctaTbe npoananu3npoBana UCTOPUS TPOBEJACHUS IeIeHTPAJIN-
3aIuu B 3apyOeKHbBIX CTPaHAX U ee OCHOBHbIEe Mojiesu. C IeJIbI0 BBISIBIEHHS TIPO-
GJIEMHBIX aCTIEKTOB TIPH TIPOBEICHUH AETIEHTPATU3AIMOHHBIX pehOpM Orpeieie-
Ha creruduka UxX ocyuiecTBIeHsl B Takux cTpaHax, kak Hopserus, [lIsenus n
Ounsstaaust. Ha ocHOBe CKaHANHABCKOTO OMbITa 0000TIEHHO MOJOKUTEbHbIE 1
oTpUlaTeIbHble CTOPOHBI OCYIIECTBJICHUS elleHTPAJU3allMK, a TaKkKe olpe/e-
JieHbl TyTH pehOpM JIelleHTpaIu3alii BJIacTh B YKpauHe.

KiioueBble cioBa: jielieHTpaIn3alus BJAACTH, IeHTpaInu3alus, BeTBU BJlac-
TH, paclipe/ie/ieHre BJIACTH, MECTHOE CaMOYIIpaBJIeHUe, TepPUTOpHaIbHas 06-
HIMHa.

Target setting. Strong local govern-
ment is the key to effective economic,
social and humanitarian policy, one of
the fundamental drivers of democracy
that can effectively meet the challenges
of the modern world. Therefore, maxi-
mum decentralization of power is one
of the main principles of the developed
world and European countries. These
rules are reflected in the European
Charter of Local Government, but so

182

far these principles in Ukraine, as one
of the signatories of this document,
function only on paper. The analysis of
the historical experience of the Scandi-
navian countries concerning the pro-
cess of becoming decentralized aims to
change national trends of local commu-
nity of power and make the most effi-
cient influence on separation of powers
and strengthen responsibility between
the central and local authorities.




Analysis of the recent research and
publications. The most important fact
is that it is impossible to build a funda-
mentally new system of public admini-
stration without improving the local
organization of authorities. In almost
all European countries the process of
decentralization of power was accom-
panied by a territorial reform which led
to the consolidation of local units.

The analysis of recent research and
publications that covered the problem
showed that scientists such as V. Avery-
anov, V. Alexeev, I. Koliushko, P. Kon-
dyk, N. Nyzhnyk, L. Pashko, V. Ty-
moshchuk and others dedicated much
attention to different aspects of admi-
nistrative and territorial reform.

Despite the significant contribution
of these scientists in the development
of theoretical and practical aspects of
decentralization, a number of prob-
lems remain unresolved, particularly
in terms of features the introduction of
the European experience of the imple-
mentation of the reform of public au-
thorities.

The main purpose of the article is
to develop modern approaches for imp-
lementing an optimal model of decen-
tralization of power in Ukraine on the
experience of the Scandinavian coun-
tries, identifying their strengths and
weaknesses, justificated achievements
of application in developed countries in
the field of decentralization.

The statement of basic materi-
als. All the Scandinavian countyries at
different times had their major reform
of public administration, but the imp-
rovement management is an ongoing
process, that is why it is difficult to say
whether the reforms have been com-
pleted or not. Because after the comple-

tion of one phase of the reform, it passes
smoothly into the new reform. For
the success of the reform is important
not only legal content of regulations,
but its institutional and communica-
tion component. That is why the main
objective of the visit is to strengthen
knowledge on communication on the
reform process. Unlike the Scandina-
vian countries, in such a big and quite
heterogeneous country like Ukraine,
this communication is essential for such
reform like decentralization, [1, p. 5].

There have been large-scale reforms
in the public administration in many
countries over the past few decades.
New approaches had emerged in orga-
nization of public authorities, public
service began to focus on high level
and efficiency in meeting the needs of
society, processes of self-organization of
citizens were prioritized, etc. It is not a
coincidence that important part here is
decentralization of power, which is of-
ten specific to a particular political and
administrative system. Before turning
to the features of decentralization in
the Scandinavian countries, try to out-
line the main approaches to interpreta-
tion of the term.

In the political science literature and
literature of public administration is
used mostly administrative and mana-
gerial approach to the interpretation of
decentralization which is based on de-
legation of authority and accountability
“from top to bottom”. Evidence of this
is in the definition that is taken from
the Encyclopaedia of Public Adminis-
tration: “decentralization is a process
of transfer of part of the functions and
competences of higher levels of manage-
ment to lower ones” [2, p. 166] (mean-
ing transferring of power from central

183




government to the local authorities and
local governments). The authors also
mention about the centralization as a
reverse process. These processes are de-
scribed together as the characteristics
of the relationship between subject and
object of management, showing real
balance in the distribution of authority
and responsibility in decision making.

The level of decentralization de-
pends on the general political situa-
tion, credibility of the political forces,
human and financial resources held by
the local authority. Decentralization of
power and management can not exist
outside the state.

It is held on the initiative and under
the control of the central authority. It is
also impossible for decentralization to
exist if local authority is weak, limited
in its actions and only conducts policy
of the central authority. Democratic
reform of public administration is only
possible in case of incorporating real
power on the ground in all spheres of
politics. Currently, each district has its
specific causes and forms of decentra-
lization. The course and evolution of a
relation between the central and local
authority are always unique. The Scan-
dinavian countries were not an excep-
tion.

Among the common features that
are inherent in this group of countries
are: strong central authority, somewhat
weaker power at the regional level and
relatively high level of local autonomy.
The model of local government of Scan-
dinavian countries is characterized by
functionality aspects and participation,
that is in the political process not only
the state is involved, but also lower lev-
els of administration. A system of hori-
zontal control is implemented in which
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each local level has its own power and
responsibilities that do not overlap
with higher levels [3, p. 71].

In Finland local authorities are re-
sponsible for services that provide daily
well-being of citizens. Studies show
that Finns appreciate municipal servic-
es which are well used.

The functions and responsibilities of
local authorities in Finland:

 running elementary and second-
ary schools, vocational and polytechnic
education;

e adult education, art classes, cul-
ture and recreation, maintaining li-
brary;

* child day care, social services for
the elderly and disabled, and a wide
range of other social services;

» preventive and primary health
care, including treatment in specialists
and dentists;

* environment protection;

* control of construction and land
use in the territory;

* water, electricity, sanitation, waste
management, maintenance of roads and
streets;

* support for trade and businesses,
provide employment on the territory.

In general, there are more than 400
communities in Finland. Most of them
speak Finnish. Every tenth community
is classified as a bilingual community
that is the relevant number of people in
the area who speak Finnish and Swe-
dish, which are the two official langua-
gesin the country. Twenty communities
speak only Swedish.

Finnish local authorities constantly
improve their services seeking to ensure
their quality and effectiveness. In order
to provide certain types of services or
perform special functions, local author-




ities often unite or start new organiza-
tions. There are 230 united authorities
that provide services to the education,
social security and health care in Fin-
land.

Finnish local governments have a
high degree of autonomy guaranteed
by the Constitution. Every four years
residents of local councils are elected
through free and democratic elections.

Transparency and openness are
the basic principles of the Finnish lo-
cal government. Local government act
(legislation) emphasizes not only on
representative democracy, but also on
the ability of residents and service users
to participate and influence decisions
at the local level. Local authorities pro-
vide information to members of the lo-
cal community on current issues of the
activity, plans, results, taken decisions
and their impact.

Special services advise citizens on
the making of the applications, deal
with questions and give opportunities
to express their vision of problems and
their solutions. Community members
have the right to propose initiatives on
municipal issues. Local referendums
can be carried out for this purpose.

Local authorities finance their ac-
tivities with funds generated by taxes,
transfers from the central government,
various charges and profits from the
sale. Local income tax paid by residents,
property tax and corporation tax make
up almost half of the revenues of local
budgets. Each local authority takes an
independent decision on the rate of
income tax. The central government
gives local authorities adequate finan-
cial assistance to ensure a wide range
of public services. The transfer system
from the state budget aimed at financial

equalization between the local authori-
ties and ensures citizens equal access to
services across the country.

The annual cost of local budgets
account for 31 billion euros. The state
budget is 38 billion [4].

Sweden, like other countries in the
region, did not avoid the need for re-
form of local administration which took
place in several stages of development.
Each of them held the next reform of
administrative and territorial struc-
ture, which resulted that local authori-
ties became closer to the people and
this provided a decent standard of life
for all citizens. Earlier, there were more
than 2 thousand communities with a
small population. They felt the lack of
financial resources and could not effec-
tively respond to the challenges of that
time. That is why legislative changes
were adopted, which resulted in de-
creased number of communes. In addi-
tion to changes in the territorial struc-
ture, other reforms were carried out. In
particular, since the 1970s, according to
J. Chandler, there had been a shift from
government with attributes of direct
democracy to modern functional rep-
resentative system. First of all, reforms
were guided by the experience of the
UK, which is characterized by agency
relationship with a broad autonomy
between the levels of administration,
the introduction of market relations
in the sphere of public services, etc.
Subsequently, Sweden was able to find
the optimal development model that
allows local power to conduct com-
mon to the whole country government
policy and provide national and local
interests without limiting local initia-
tive and implementing effective local
governance in settlements. The form
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of Sweden state model is unitary state,
the form of government is constitu-
tional monarchy. The state apparatus in
Sweden is quite small: about 17 % civil
servants work in central government,
23 % — at the regional level, while the
majority of social services in Sweden
are provided by municipalities, where
emploed nearly 60 % of civil servants.
Executive power in the state belongs
to the Cabinet of Ministers, which is
formed by the Parliament (Riksdag).
Subdivisions in the country include 21
county councils (regional level), each
of which is divided into communes, in
other words, municipalities (local le-
vel), in total there are 290 of them. At
the state level, the Parliament, the Go-
vernment and specialized state agencies
provide assistance to local government.
At the same time, while the competence
of the state is protection of public order,
defense, national road construction and
so on, the bulk of local issues is within
the competence of local governments,
based on the principle of subsidiarity.

Thus, the Swedish communes are di-
vided into two types of competence: the
common competence within the law
on local government and those which
provided by special legislation. The
first type includes competence relating
to living condition of population and
is not included in the nationwide list
above (public transport, cultural de-
velopment, leisure activities of citizens,
landscaping, land use, etc.).

The second type has competences
that are reffered from regional level
to local. They relate to social security,
emergency services, environmental pro-
tection, etc. The study of the system of
government in Sweden allows defining
ways of development and improvement
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of local government in Ukraine, due to
the initiated reform of decentralization
of power [3, p.71].

In general, at all levels of exercising
of power in Sweden political parties
are the main rallying implementation
of policy. The vast majority of nation-
wide political parties have their own
representation at the regional and local
levels, their political programs must in-
clude sections on local government de-
velopment strategy, given the specifici-
ty of individual regions and communes.

The issue of government representa-
tion in local authorities, especially to-
day in Ukraine, is quite controversial
in the reform of public administration
and decentralization. Sweden solved
this issue by establishing national agen-
cies (offices, departments, associations,
etc.), municipalities that operate on
the rights of public associations. On
the one hand, they cooperate with the
government in developing collective
recommendations on the issues that
are considered at the local level. On the
other hand, they do not directly affect
the decisions. However, as a rule, these
recommendations are developed by ex-
perts and government officials; they are
constructive and are largely supported
at the local level. In our opinion, this
is a vivid example of cooperation be-
tween local governments and the state,
and the essential point here is about a
real representation of the state, but not
about its intervene or direct impact
3, p. 72].

Quite important in the formation of
decentralized processes in Ukraine is
the Norwegian experience.

The origins of modern local govern-
ment in Norway can be found in the
law of 1837, which required that each




county, rural or urban, must form a mu-
nicipality with elected representatives.
Even when the Norway was part of the
union with Sweden, local authorities
achieved a high degree of autonomy,
what allowed them to build infrastruc-
ture and expand social welfare services.
Compulsory income tax was intro-
duced in 1882 and quickly replaced the
property tax as the main source of local
revenues, while municipalities enjoyed
freedom in setting tax rates.

The territorial reform of 1960 re-
duced the number of municipalities
from 700 to about 450, and the gradual
consolidation continued on a voluntary
basis.

However, 28 of the existing 428 mu-
nicipalities still have a population of
one thousand people and less, so in 2014
the government launched a new reform,
which should lead to further consoli-
dation of municipalities, and possibly,
counties, in 2017. The Parliament is
still trying to avoid forced consolida-
tion, but the government encourages
municipalities to do so by using finan-
cial incentives and providing new fea-
tures to bigger and more capable units.

19 district councils have been elec-
ted through direct elections since 1975.
Their role is smaller compared to mu-
nicipalities, especially since 2002, when
responsibility for the hospitals was
transferred to the central government.
Governors represent the state at the
district level and they are responsible
for the supervision of municipalities. In
terms of finance, local governments to-
day have less autonomy, than it was in
the 19th century, as now they are more
dependent on grants from the central
government and in practice can not im-
pose the income tax rate. Local govern-

ment also has no formal constitutional
or legal protection, as provided in most
other Scandinavic and Baltic coun-
tries. Despite this fact, local authority
is powerful, plays a key role in educa-
tion, health care and other social wel-
fare services and has 20 percent of the
total employment. Norwegian Associa-
tion of Local and Regional Authorities
(KS) was established in 1972 by com-
bining the Norwegian Cities Alliance
and the Norwegian Association of Ru-
ral Municipalities. Norwegian Associa-
tion of Local Authorities represents all
municipalities and districts, as well as
500 public companies, and defends the
interests of its members and the asso-
ciation of employers.

Expenditures of local governments
in Norway make up 15,4 % of GDP or
33,8 % of total public expenditures,
that is lower than in other Scandina-
vian countries (although Norway GDP
is significantly higher partly because of
oil revenues). The central government
is responsible for universities and hos-
pitals, but education and health care
represent a significant proportion of
local budgets. Social services are the
largest section (including care for the
elderly, disabled and child protection).
According to the Ministry of Finance,
municipal revenues in 2015 consisted
of tax revenues (40 %), total govern-
ment subsidies (35 %), target trans-
fers (5 %), compensation of paid VAT
(5 %) and charges or user fees (14 %).
The main source of revenue is personal
income tax. In 2015, the national rate
was 27 %, which was distributed as fol-
lows: 11,35 % for municipalities, 2,6 %
for districts and 13,05 % for the central
government. These maximum rates are
set annually by Parliament.
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Local authorities can choose a lower
rate, but the government discourages
this by corresponding reduction of sub-
sidies, and no local authorities have
taken advantage of this opportunity
since 1979. Municipalities also receive
a share of the luxury tax (at a fixed rate
of 0,7 %) and can levy local taxes on
real estate and natural resource use. By
2007, the property tax was essentially
limited for urban areas, so it was not
available for all municipalities. Since
then, the scope expanded and in 2014,
341 municipalities chose collection of
property tax, which is a bit over 5 % of
the total local tax revenues.

Like other Scandinavian countries,
in recent years a trend of using tar-
geted grants has been increasing. How-
ever, untargeted subsidies remain the
largest source of transfers and it is the
most important part for the purposes
of redistribution. Thus, municipalities
in Norway have many challenges and
opportunities, similar to that, which
face their counterparts from the EU.
Municipalities are active in such areas
as cross-border cooperation, renewable
energy, Cultural Capital of Europe and
youth exchanges, which, as everywhere,
is easier for those with larger organiza-
tional resources. Municipalities are also
required to implement or adhere to the
EU rules in areas that are difficult for
local authorities in any country, includ-
ing state aid, public procurement, labor
legislation and standards relating to the
environment [5, p. 33]. Assessing the
experience of the EU financial model
of local development, division of pow-
ers between the state and sub-national
units, should be taken into account “su-
percentralized” distribution of funds
intended for development. For so-
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called “transitive” countries, which oc-
cur with significant budget constraints,
this tool is essential and allows territo-
rial systems to use additional resources
for co-financing development projects,
while maintaining the possibility to
cover current expenditures from its
own resources. The major targets of
the EU regional policy are regions, not
municipalities or communes. Therefore,
decentralized models of the EU mem-
ber states often have more powers as-
sociated with the development at the
regional level, while on the ground cur-
rent economic and social problems are
resolved [6, p. 9].

Conclusion. Thus, examining the ex-
perience of Scandinavian countries can
be taken the basis for determining cri-
teria for consolidation of basic adminis-
trative and territorial units, namely:

* the territory and population;

 functions (tasks, competence),
performed by the authorities of diffe-
rent territorial levels;

* the degree of political and finan-
cial autonomy of local authorities;

¢ the mechanism of public services
(through state or municipal services or
involving the private sector).

The purpose of administrative and
territorial reform should be improv-
ing the efficiency of public services and
bring the government closer to the peo-
ple. Reforms should be integrated based
on scientific reasonable and credible
programs, taking into account interna-
tional experience, own mistakes of past
years and the characteristics and poten-
tial of districts.

The more effective administrative
and territorial reforms are those that
were initiated directly by communi-
ties, not imposed “from above”. And




even if there is a national initiative, the
transformation should be preceded by a
broad public discussion.

Solving the problems of the domes-
tic economy, in particular by external
influences in environmentally unac-
ceptable production without solving
the problem of creating a constitutional
resource owner, which is the local com-
munity and respect its rights, is impos-
sible.

Territorial community is the guar-
antor of the consolidation of ownership
and its formal reallocation if necessary.
Experience shows that establishing a
community-owner “from the outside”
is impossible.

Without own activity, without any
actual communities even the most fa-
vorable legislative initiatives will not
give any long-term results, that could
be reflected in the welfare of members
of the community.

Applying the experience of decen-
tralization of power in the Scandinavic
countries, taking into account the
particularities of administrative and
territorial reform in Ukraine will help
to provide both national and local in-
terests of united communities. Imple-
mentation of this experience and the
search for an optimal model of decen-
tralization in other areas of manage-
ment are promising areas for further
research.

1.

. Surmin Y. P, Bakumenko
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