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ABSTRACT 

The purpose of the financial decentralization is to provide quality public services, accessibility and prices 

according to the potential of civil society. To achieve this we need better cooperation between central and 

local authorities, which will lead to easier transfer of resources and responsibilities from central to local 

structures. These relationships should have the necessary influence on the quality of public services to the 

local community, which is subject to the national policy of financial decentralization. The purpose of this 

article is to analyze the balance in the vertical relations between the authorities at any level and to 

evaluate the expenditure responsibilities for obtaining maximum results for the benefit of final consumer. 

Results are focused on differentiation the roles of all management levels in making financial decisions. 
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public services. 

 

INTRODUCTION 

The Strategy of Decentralization is important 

document which allow us to define concrete 

purposes and priorities for better administrative 

and territorial government. This process is really 

complicated and requires adequate intervention 

of the state for increasing the efficiency of all 

local government institutions.  
 

Decentralization is process of transferring - the 

power to make decisions, responsibility of 

delivering public services and resources for 

financing from higher to lower level of public 

governance (1).  Decentralization is actually the 

instrument which can provide the balance 

between the public institutions and the needed 

qualitative public services. If the Strategy of 

Decentralization is going strictly by plan, the 

necessities of all citizens will be better satisfied 

by: 

 Providing quality service in spending the 

same amount of resources; 
__________________________________ 
*Correspondence to: Emil Mutafov

 
, Department of 

“Regional Development”, Faculty of Economics, 

Trakia University - Stara Zagora, Bulgaria 

  Providing a variety of services, depending 

on the needs of the local population; 

 Increase local flexibility and autonomy  

Opportunities to load a municipality with more 

responsibility in providing public services, 

relating to the local population is fully in line the 

principle of subsidiarity - namely, public 

services should be proposed and implemented by 

the authorities who are closest to the citizen. We 

should not forget that as a local administrative 

body could get responsibilities, should be given 

the necessary powers for the provision of public 

services. The most important thing is that, there 

is a balance between the responsibilities and the 

financial and managerial competence, because it 

cannot be required by any institution to perform 

certain tasks without giving powers to manage 

and control. 
 

DISTRIBUTION OF EXPENDITURE 

RESPONSIBILITIES  

Let me clarify first what is meant by expenditure 

responsibilities - this is actually the amount that 

a budget should, and is willing to ensure and 

subsequently spent to provide a certain number 
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of quality services in a given territory. The main 

problem is due to the fact that some public 

services are provided by the central government 

and some by the local. At the same time for 

better quality and control of public services, they 

are delegated to municipalities / lower-level 

governance /. Proper distribution of expenditure 

responsibilities between the two levels of 

government is the basis to have more accessible, 

adequate quantity of public services and prices 

according to the capabilities of users.  
 

To provide quality public services, satisfying 

most preferences and requirements of 

consumers, we need effective distribution of 

expenditure responsibilities following the 

principle of subsidiarity. According to the 

European Charter of Local Self-Government, the 

best way to satisfy the taxpayer is to provide 

services at the lowest level of government that 

can offer them. (2) For example, national 

defense does not make sense to be provided by 

the municipalities, since it is used by the nation 

as a whole and therefore the responsibility is 

entirely at the government. On the other hand 

who would provide on the most efficient way the 

service of cleaning - of course, the closest level 

of government to the household. The initial 

measure, which must be taken, is to allocate 

which expenditure responsibilities are best suited 

for different levels of government. Only with 

their proper allocation we can have a better 

decentralized fiscal system. The necessity to 

distribute properly the expenditure responsibility 

is needed to avoid overlap or duplication of 

powers which will increase the liability of 

service provision.  
 

Responsibilities for the provision of delegated 

services assigned to local authorities should be 

reviewed in two directions: 

 Whether with the transfer of responsibilities 

from central to local levels of government 

are delegated the necessary powers to order, 

monitoring and control of a particular 

service; 

 Is it better some of delegated municipal 

services to be purely local, for convenience, 

accessibility and better control? 

If with the transfer of the responsibilities we 

don`t have proportionally assigned powers we 

cannot receive better quality of services and 

more efficient use of funds. All responsibilities 

transferred to the lower level, must be deducted 

from the central government, which will reduce 

its influence. This would lead to greater local 

autonomy and increase the competence of local 

authorities. 
 

COMPETENCES AND RESPONSIBILITIES 

WHEN PROVIDING SERVICES IN 

SEVERAL COUNTRIES OF EUROPEAN 

UNION 
In the EU out of 27 Member States three have a 

formally federal structure /Germany, Austria, 

Belgium/, one is quasi-federal State /Spain/, and 

the rest can be characterized as unitary States.  

Out of these 23 despite their formally unitary 

structure, some States have a heterogeneous 

territorial organization. As such, Portugal, United 

Kingdom and Finland include regions on only a 

part of the national territory /autonomous regions/. 

Italy holds a special place in this order as a 

"regionalized" unitary State with regions that have 

"ordinary" as well as "special" status. 

  

Eleven Member States have just one level of 

subnational authorities, i.e. municipalities; nine 

others have two levels (municipalities and 

regions) while the remaining seven, have three 

levels: municipalities, regions and intermediary 

entities (i.e. departments, provinces, counties, 

etc.). Croatia, set to become the Union's newest 

Member State, is also a unitary state with three 

levels of governance. (3) 
 

For better results we need to show data of 

unitary states with similar management system. 

For example, countries such as those of the first 

group from the table above.  
 

The progress of certain countries in the 

distribution of responsibilities for providing 

services can be seen in the table below, which 

shows the overall policy of these countries - 

more centralized management or not.  
 

What preliminary conclusions we can make 

according to the data in Table 2? First to be 

noticed is that almost all services have central 

government involvement in providing them. Let`s 

take the "nurseries and kindergartens" - there we 

observe interference of the state in the provision 

and financing this service in Bulgaria. In all other 

countries, Lithuania, Latvia and Slovenia we have 

fully decentralized service and assigned powers 

and responsibilities for its provision.  
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Table1. Population, surface area and organization of territories in the EU – 27 in 2011 

Source: Subnational public finance in the European Union (4) 
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Table 2. Comparative table by services and competencies of certain EU countries  

COUNTRIES 
LATVIA LITHUANIA SLOVENIA BULGARIA 

Competent 

authority 

Competent 

authority 

Competent 

authority 

Competent 
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1 Public order and security 1     1   1 1     1     

2 Nurseries and kindergartens     1     1     1 1   1 

3 Social establishments     1   1 1 1   1 1   1 

4 

Street cleaning and waste 

collection 1   1     1     1     1 
Source: Partial data from the Thematic Report of 'Effective Solutions "Ltd. 

 

Certainly services such as public order and 

security are provided at the central level, and 

services such as street cleaning and waste 

collection at the lowest level to provide - 

municipal. In the table is shown the proof that 

the responsibilities for these services are 

distributed right.  
 

With regard to social establishments, which 

generally fulfill all the criteria for local services, 

we see that the responsibility in Latvia and 

Lithuania is assigned to a lower level of 

government, while in Slovenia and Bulgaria we 

have shared responsibility between central and 

local authorities. 
 

Looking at things from a slightly different angle 

we can see that the problem of proper 

distribution of expenditure responsibilities has 

two sides: 

 The willingness of a country to decentralize 

its services, by transferring powers and 

responsibilities for their provision at a lower 

level of government; 

 The possibility of self-financing these 

services after transferring them to the local 

authorities. 

In Bulgaria there is an active strategy for 

decentralization, i.e. the desire to provide high - 

quality services offered by the lowest level of 

governance to final consumers is available. But 

let's see how things are with the municipal self-

financing. Please see the table below containing 

the categories of subnational revenue in 2011 for 

EU member states. 

 
We see significant percentage of revenue 

through grants and subsidies from the central to 

local structures. This practically determines the 

level of dependency of local structures by the 

national financing. In Bulgaria the own revenues 

on the subnational level from taxation, user 

charges and fees and assets are only about 24%, 

the EU average is about 54%. The remaining 

74% are financing from the national budget 

through “Grants and subsidies”, with 44% 

average for EU. 
 

CONCLUSION 

According to the data presented in the tables 

above and taking into account information from 

the literature sources I can summarize and bring 

out the following conclusions: 

 The main reason for the impossibility 

municipalities to take more responsibilities in 

providing public services is the lack of own 

revenue. This makes very hard the 

decentralization of some services which fully 

meet the criteria for local services like - some 

social institutions, kindergartens, etc. 

 Bulgaria needs evaluation and proper 

distribution of responsibilities for the 

provision of public services. It is 

unacceptable to take responsibility for 

providing more services by the local levels of 
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government without being given the power 

and resources to manage those services to the 

competent authorities. 

 Public services such as special and vocational 

schools, nurseries and kindergartens, 

community centers etc. can comfortably be 

fully transferred under the responsibility of 

local authorities. Only in this way the 

taxpayers could receive a high quality service 

at the same price. 

 

Table 3.  Revenue structure of subnational budgets in the EU - 27 in 2011. 

 
                   Source: Subnational public finance in the European Union (5) 
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