Decentralization or
Just Local Confusion?

“...power must be dispersed. If government is to exercise power, better
in the country than in the states, better in the state than in Washington.”

—Milton Friedman, 1962, Capitalism and Freedom

BUDAPEST, Hungary NOVEMBER 1997

By Christopher P. Ball

To be sure, decentralization of power is important. In the United States, the
decentralization debate still rages although we have largely accepted the prin-
ciple of decentralized power. We have city councils, local taxes, locally-funded
social projects, local school boards, and so on. We are, it seems, merely attempt-
ing to find an even better balance between State and National power. The basic
premise of decentralized power (and for that matter separation and balance of
central powers), however, has long been accepted by and ingrained in us. We take
it for granted.

In Romania the situation is different. Under commurism power is centralized
in the hands of a few party aparatchiks. Under Ceausescu’s dictatorship power
was not only centrally held in the hands of a few, but often in the hand of one,
Nicolae Ceausescu. Local government did not exist in Ceausescu’s Romania and
local authorities were nothing more than the finger tips of the dictator’s long,
controlling hand. In a newly freed Romania the need for decentralization has, not
surprisingly, been especially acute.

GREATER CULTURAL AUTONOMY

City and county councils came into existence in 1990. Their structure and
function were defined in 1991 by law 69/1991. Nevertheless, they had no tax or
budgeting authority and consequently little power. Most decisions were still
made in Bucharest and handed down to local authorities.

In Spring 1997, however, the new CDR government of President Emil Con-
stantinescu began reforming local administrative law, resulting in the first real
move toward decentralization in Romania since the revolution of 1989.

Much of the decentralization effort has taken place largely in the sphere of
cultural affairs. This includes allowing both local and county councils to distrib-
ute funds for cultural events like folk festivals and art shows, but includes fund-
ing for local theaters and libraries as well. We could also include here support for
the right of ethnic minorities (where they comprise 20 percent or more of the lo-
cal population) to use their mother tongue in local administrative affairs, to put
up bilingual street signs, and to educate their children in their mother tongue.!

Doru Branea, Cultural Affairs Inspector for Timis county, in western Romania

1. For more on changes in policy as it relates to ethnic minorities see CPB 9.



near the border of Hungary, argues that the cultural de-
centralization that took place in Spring 1997 succeeded in
giving much more power to local authorities. “Since
Spring,” he began, “local institutions can get money from
the county council and from Bucharest. It's much better.”
In addition, city-wide institutions in the county seat of
Timisoara (as opposed to county-wide ones) can also get
money from the city council.

“If an NGO [Non-Governmental Organization), say,
is clever it can now get money from the city council,
county council and Ministry of Culture [in Bucharest],”
he added. In explaining what has happened, Mr. Branea
said that the same funds, previously centralized in
Bucharest, have since Spring been spread out among the
three above-mentioned bodies.

Concerned with helping long-neglected cultural in-
stitutions in Romania, Mr. Branea is understandably en-
thusiastic about the new development. His office of
Cultural Affairs for the County Government has a bud-
get of approximately 8 million Romanian Lei per month
(approximately U.S.$1,000), out of which it funds around
25 projects, some ongoing, others one-timers. The budget
for this is determined by the Ministry of Culture in
Bucharest, to which the County Cultural Affairs office
must submit monthly reports.

bate. On one hand, it is clear that in the current situation,
one organization seeking funds will now have to go to
three different governmental bodies to collect the same
amount of money it would have gotten before from one
central body. On the other hand, more local organizations
have access to money perhaps not previously available
because they lacked good contacts in Bucharest.

An obvious problem is that of overall funding. The
central government still sets the budget for local and
county governments instead of allowing them to raise
their own funds through local taxes.

TAXES AND LOCAL BUDGETS

This problem extends beyond the realm of cultural
affairs. “Still lacking are three basic laws: a budget law, an
asset law, and a civil servant law.” That is how Viorel Rat,
Timis county councilor, sizes up the problem. He paints
a picture that stands in contrast to Branea’s optimistic
view of things.

A budget law is needed so that local authorities can
levy their own taxes to cope with their own needs. Ac-
cording to Mr. Rat, local authorities collect taxes locally,
but must send all receipts directly to Bucharest. There the
money gathers for all of Romania, the following year’s
budget is determined and the money is finally redistrib-

Whether this situation is really better is subject to de-

uted according to the goals of the central authorities. “ Of
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course, local authorities are net losers in this system. We
never get back as much as we pay in,” commented Rat.

The problem is that local government didn’t exist
under communism. Today, some structures are in place,
like city and county councils, but no real power is given
them. “[So], we act like collection agencies for the central
authorities,” said Rat.

“To make matters still worse,” adds Dorin Popovici,
Timisoara city councilor, “the central budget is supposed
to be drafted by the new year, but it never is. The money
in the central budget is divided up around the new year,
but is then further divided into its component parts for
ministries, the military, and so on, and only then [is it]
distributed among counties and, finally, cities. That
means we only get our annual budget in mid-summer,
usually late July. Only then can we finalize our plans for
the year and try to spend all the money before December
31st. What we don’t spend we have to send back to
Bucharest. We get to keep nothing.”

PROBLEMS WITH OWNERSHIP

For Mr. Popovici, the major problem is the lack of a
good asset law and clear property-rights assignment for
local councils.

“ A council can own two kinds of property: public and
private,” he explained. “The important difference be-
tween the two is that public property cannot be sold or
rented. Private property, on the other hand, can be sold.
That means we can privatize it to help fund its improve-
ment or rent it out and thereby raise local funds.”

The most common, and least problematic, example of

Opera House of Timisoara

public property is streets. City streets are public property
under city council management and county roads the
same, under county council management. “Streets are not
really an issue because they aren’t very profitable for any-
one,” explained Popovici. “Nobody can sell them or rent

Museum of Timisoara, under repair
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them and earn any real money.”

The most common example of private property is
buildings,-and it is here that all the problems start.
“Buildings,” continued Popovici, “are very valuable and
the ownership is still extremely vague. Nobody really
wants to give up ownership of them. For most buildings,
notincluding museums and opera houses which are pub-
lic property, the law is absolutely unclear as to whether
the central government, county or city government owns
them.”

A humorous example is the Prefecture office, the
building in Timisoara that houses both the city and

Site of contested building estimated to fall in one to two years

county council. Since 1990 there has been an ongoing de-
bate between the two councils as to whose property it is.
Popovici, the city councilor, says that if it is the city’s
property, then the county council should be paying rent.
Rat, naturally feels that the county council should own it
and the city should pay rent.

Beyond humor, things become serious when a build-
ing is not well maintained for a long period of time. Be-
cause no one knows to whom they belong and no one is
willing to spend money to improve them, several such
contentious buildings in Timisoara have recently col-
lapsed. “Without knowing who owns them, we can’t
privatize them or even rent out space. Without enough

Site of contested building that collapsed in 1996
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Squatters’ laundry at currently crumbling building

budget money, we can't fix them up ourselves,” added
Popovici.

Most of the buildings remain empty or are occupied
by squatters. Such buildings not only make unpleasant
sights, detracting from Timisoara’s beauty, but soon be-
come safety hazards.

In 1996, one such building began to crumble slowly.
First the roof caved in, luckily not harming any of the
squatters living there. Then the newly freed walls began
leaning farther and farther over the street. Finally, they
too fell, crashing onto the street and cars below.

“There was nothing we could do,” complained
Popovici, “nobody had the authority to do anything. It
was still not clear who owned [the building]. Those
whose cars were damaged had no one to sue or complain
to. It was simply nobody’s building.”

Several other buildings are in a similar state of decay,
but no progress is being made. If the city owns a building
it can earn large sums of money by privatizing it or rent-
ing it out. Therefore, it is not in the county council’s inter-
est to let the city have the building. “It’s all about power.
Whoever owns the building can make a lot of money. So,
nobody wants to give up the chance at ownership,”
Popovici summed up.? In the meantime, buildings con-
tinue to crumble.

CIVIL SERVANT'S LAW

The final missing law deals with the role of civil ser-
vants. Some roles are well defined, such as that of the

mayor or those of the councilors. Others, like that of
Dorin Branea of the County Cultural Office, are not yet
defined.

Branea explained: “I wrote a proposal for what I
thought the County Cultural Affairs Inspector should do
and how our office should determine who gets funding,
They hired me and then told me that my proposal was to
be the new standard. I literally defined my own posi-
tion.”

When a job is not defined, a worker can’t be fired for
failing to perform it. Over time some positions slowly
define themselves, as in Branea’s case. A precedent has
now been set for the position of County Cultural Affairs
Inspector. Future inspectors will have to meet or modify
the role defined by Branea. In either case, thereis at least
some existing definition and standard now. There is a
starting point.

Others feel this process is too slow and that the jobs
should be more rapidly defined, giving starting points for
all civil-service jobs. Viorel Rat holds this opinion, which
is why he argues that a civil servants law is still lacking.

“Two problems present themselves here. First, it is
not fully defined who has the jurisdiction to define the
roles of the civil servants. Who defines the positions for
city servants? The mayor, the city couricil, county coun-
cil? Who? Shouldn’t there be some conformity between
local positions in Timisoara and those in, say, lasi [a simi-
lar-sized city in another county]?

“The second problem is that under the current system

2. In economic jargon we might call this a tri-lateral monopoly problem between the central, county and local governments.
Each so highly values the good in question, that no solution is achieved.
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[where roles can be self-defined], there is a strong incen-
tive to define one’s own role very, very loosely so you
can't be fired for anything and have few duties to per-
form. There simply needs to be a new law that defines the
role of civil servants, like the law defining the role of may-
ors and prefects [heads of the county].”

Rat and other councillors at both the city and county
level have asked the new government to vote on such a
law before the new budget year begins. So far nothing has
happened.

SOME INITIAL CONCLUSIONS

It is clear that there is still much work to be done if
decentralization is to succeed in Romania. Despite com-
plaints voiced by those with whom I spoke, all felt that
the situation is better today than before the move to de-
centralize in Spring 1997. Prior to that, they felt, local gov-
ernment in Romania did not really exist. Now at least
they can distribute some funds for cultural affairs. The
reason Dorin Branea could define his job is because be-
fore Spring 1997 all oversight, or inspection, of cultural
projects was done from Bucharest. Now at least the job is
done locally by someone who knows local conditions.
These are clearly steps in the right direction.

Unfortunately, they don’t go far enough. The money
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is still collected locally, sent to Bucharest and then trans-
ferred back again to local authorities. Aside from being an
extremely inefficient way to manage money, this means
local government has no control over its own budget.
Without its own budget, alocal government cannot prop-
erly plan and is effectively powerless.

Most of those with whom I spoke were quick to note
that the current budget is still the one left behind by the
previous government of Ion Iliescu. It had already been
determined before the new government took power in
November 1996. Thus they hope (and have received
some promises to this effect from the new government)
that things will be better in 1998. If local authorities are
given local taxing power, then only two potential prob-
lems will remain: clearing up the confusion over owner-
ship and civil servant duties — and possible corruption.

To my mind, the ownership problem is by far the
most urgent. For the population it is irrelevant whether
the city or the county council privatizes (or rents) a build-
ing. The important point is that the bickering end and the
ownership laws be clarified so that the buildings stop
collapsing and get put to good use. Regardless of
whether the initial assignment of property rights is
viewed as good or bad, the essential thing is that they at
least be defined. Until then, nothing can be done and con-
fusion will continue to reign. O
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