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Effective Municipalities Initiative (EMI)

|l. Introduction

This final report documents the achievements and lessons
learned from the United States Agency for International
Development (USAID) Contract number EPP-|-00-04-
00037-00, Task Order 5, for the implementation of the
Effective Municipalities Initiative (EMI) in Kosovo. RTI
International’s implementation of the EMI program
included the initial contract period of performance from
July 19, 2007, to July 18, 2010; and an extension period to
October 22, 2010.

The goal of EMI was to support Kosovo’s program of
decentralization and local government reform, a critical
feature of the governmental framework created by the
United Nations (UN), and subsequently, a core feature of
the Comprehensive Proposal for the Kosovo Status Settlement,
also called the “Ahtisaari Proposal” (see Background and
Context below). EMI would achieve this goal through
three principal task objectives:

Ribbon-cutting ceremony with US
Ambassador Dell and the mayor of
Gjakové/Bjakovica at the inauguration of a
municipal satellite office (Incentive Fund,
Task 3 Round 2, innovative management).

I. Assist in standing up the new municipalities called for in the Ahtisaari Proposal and linking

them to Kosovar institutions;

2. Assist the Government of Kosovo in creating and promulgating the decentralization

legislative framework; and

3. Increase the ability of all municipalities to comply with the new decentralization framework

and provide better services.

These tasks would be carried out through an integration of training, technical assistance, and

Incentive Fund awards.

This report first presents background information on local government in Kosovo and the evolving
political context during the course of the project. It then presents each of the contract tasks,
describing RTI’s approach to the task, accomplishments under the task, and key lessons learned. The
annexes include the following: Annex |, a matrix that compares proposed deliverables in each annual
work plan to actual results; Annex Il, a list of EMI reports and informational products; and Annex llI,

a list of all Incentive Fund awards.

Background and Context

The current status of Kosovo has emerged, at least in recent history, from the dissolution of the
former Yugoslav Republic; Kosovo Albanian resistance to Serbian security forces; and, ultimately,
intervention by UN forces. In 1999, following the Serbian forces’ withdrawal, the United Nations
Mission in Kosovo (UNMIK) began overseeing governance in Kosovo. UNMIK established the
fundamental legal framework for a functioning state. For example, UNMIK Regulation 2000/45 on
Self-Government of Municipalities in Kosovo established the basis for local government. The
regulation drew significantly on principles of the European Charter of Local Self-Government and
allowed local elected bodies and administrations to be set up with defined service responsibilities

and financial resources.
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In the context of the significant tension between Serbia, whose amended 2006 Constitution
described Kosovo as an integral part of Serbia, and Albanian Kosovars, who generally wanted
nothing short of full independence, the UN continued to attempt to find a status solution. In 2006,
the UN Special Envoy, Martti Ahtisaari, proposed the final status settlement document for
consideration by the parties and the UN Security Council. In February 2008, with Serbia’s ally,
Russia, blocking UN adoption, the Kosovo Assembly voted for a unilateral declaration of
independence. The declaration reaffirmed Kosovo’s commitment to the principles of the Ahtisaari
Proposal. With independence came the urgent need for Kosovo to establish its own legal framework
for decentralization and intergovernmental relations.

Decentralization was one of the prominent policy features of the Ahtisaari Proposal, recognizing it as
a tool to promote good governance and a way to provide Serbian Kosovars with “a high degree of
control over their own affairs.” It called for creating six “new or enhanced municipalities' with a
Kosovo Serb majority” and for splitting the city of Mitrovicé/Mitrovica into two municipalities, with
the northern part of the city, Severna Mitrovica/Mitrovicé Veriore, as a Serb-majority municipality.
The proposal also established budgetary autonomy and transparent intergovernmental transfers to
finance operations of all local governments.

Early in its assistance program to Kosovo, USAID recognized support for decentralization and local
government reform as a strategic entry point for supporting democratic values. In 2004, the Mission
launched the Local Government Initiative (LGI), a three-year program to improve the legislative
framework for local governance and to strengthen effectiveness and governance at the local
government level. In 2007, with LGI ending and the prospect of a final settlement to Kosovo’s status,
the Mission contracted with RTI for the implementation of the Effective Municipalities Initiative. EMI
was clearly designed to continue USAID’s ongoing support to local government reform, in general,
and to help Kosovo implement the decentralization features of the Ahtisaari Proposal. The block in
the UN of the Ahtisaari Proposal and Kosovo’s subsequent unilateral declaration of independence
caused a delay in the implementation of EMI's Task |. However, these events did not alter the scope
of the program.

' For this report, we use a total of 38 as the number of municipalities in Kosovo. This includes the existing
municipalities, the five new/enhanced Serb-majority municipalities that held special elections during EMI, and
the four municipalities in the north that have not formally acknowledged being part of the Republic of Kosovo:
Leposavi¢/Leposaviq, Severna Mitrovica/Mitrovicé Veriore, Zubin Potok, and Zvegan/Zvecan.
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2.Task | Objective: Assist in standing up the new post-status
agreement municipalities and linking them to Kosovar
institutions

After the fighting of 1999 ended, the majority
of Kosovo Serbs lived in enclaves throughout
the country, often cut off from the
mainstream of Kosovar (and Serbian) culture,
politics, and economic life. The integration of
these citizens into the fabric of Kosovar life
was considered essential to the
normalization of relations between these
different ethnic groups. The Ahtisaari
Proposal called for “the creation of six new
or enhanced municipalities where Serbian
Kosovars are in the majority, which will have
greater and different needs than the existing

municipalities. The success of the Serbian Members of every Municipal Preparation Team received
Kosovar and minority municipalities will be extensive training in how the new municipalities would

important to the durability of these future function and their roles as potential leaders.

status arrangements.” EMI’s Task | Objective proposed to assist in the implementation of this
initiative. Specifically, this refers to the six municipalities of Gracanica/Graganicé, Partes/Partesh,
Klokot-Vrbovac/Kllokot-Vérboc, Ranilug/Ranillug, Severna Mitrovica/Mitrovicé Veriore, and Novo
Brdo/Novobérdé. These municipalities were to be drawn out of existing municipalities, referred to
as “mother” municipalities.

2.1 RTPs Approach and Achievements, Task |: Years | and 2

RTI did not devote significant staff resources to the Task | Objective until the third year of the
project. During the first year of the project, as directed by USAID, technical assistance was not to
begin until after the Ahtisaari Proposal had been adopted and finalized, including those sections that
mandated the formation of the six new/enhanced municipalities.

After nearly a year had passed, and after it became clear that the Ahtisaari Proposal was not likely to
be adopted by the UN Security Council, the Government of Kosovo (GoK) decided to implement
the Ahtisaari Proposal unilaterally. Some assistance from RTI finally began in May 2008, and even
then this was limited by USAID directive to only a few activities to help prepare the Ministry of
Local Government Administration (MLGA), mother municipalities, and other institutions for the
time when significant activity would begin. These areas of assistance included the following:

2.1.1 Assisting MLGA to ensure successful and timely start-up and implementation of
the Action Plan on the Implementation of Decentralization.

e It was well understood that the MLGA would be the government ministry most responsible
for successfully integrating the new/enhanced municipalities into Kosovo’s institutional
framework. RTI prepared a capacity-building strategy for the new/enhanced municipalities
for the MLGA.

e RTl also assisted the new MLGA Working Group for the Establishment of New
Municipalities (WGENM) in developing an action plan to steer their efforts. RT| provided
considerable technical support to the MLGA on identifying the details to make the
new/enhanced municipalities functional, once they were formed. Under this plan, the MLGA
and the International Civilian Office (ICO) agreed to create a Special Field Operations Team
(SFOT) as an advance group to assess the situation in the local communities where new
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municipalities would be established, reach out and provide information about
decentralization and the establishment of new municipalities, determine when a community
was ready for next steps, and identify possible Municipal Preparation Team (MPT) members
from each local community. MLGA asked RTI to draft an overall strategy for the SFOT.

2.1.2 Establishing and maintaining contacts, including with community groups and civil
society organizations (CSOs), to facilitate communication and to prioritize needs of the
new/enhanced municipalities.

e RTI held informational meetings with contacts it had developed in the Serb communities in
the proposed new/enhanced municipalities. The MLGA asked RTI to assist in establishing and
maintaining such contacts with Kosovo Serb community groups, CSOs, and prominent
individuals in the areas of the six new/enhanced municipalities and developing programming
to explain the decentralization process (its benefits and impact on local communities) and
the process for creating the new/enhanced municipalities. RTI conducted several informal
meetings in the Serb communities of these proposed new/enhanced municipalities. The
report from these meetings was the first document to summarize what leaders in the Serb-
majority areas of Kosovo were thinking, and it was widely read and referenced.

e RTl also held meetings in each Pilot Municipal Unit (PMU)2 to identify their specific
experience and lessons learned to be applied to future activities related to the formation of
new municipalities. RT| met with members of the provisional assembly and the executive
staff to gain further insights into the lessons learned and the types of assistance they needed.
RTI received extensive information on the process of PMUs’ development, their relationship
with the mother municipalities, and conditions required for them to adequately transition
into fully operational municipalities (such as municipal staff capacity-building, training needs,
facilities, and human resources).

2.1.3 Orienting, planning, and providing training to all key staff of the new/enhanced
municipalities, both elected and appointed, and coordinating support in conjunction
with other actors.

e Near the close of Year 2 (in the spring of 2009), the MLGA and the ICO moved toward
establishing MPTs.3 They advertised for MPT members and received over 300 applications.
With the establishment of MPTs appearing imminent (or at least with chances improved),
RTI provided more assistance to the MLGA on steps to help an MPT get started and make
early progress. RTIl advised USAID on a list of actions EMI could take to assist an MPT, once
formed, and if USAID gave approval. The first MPT, for Klokot-Vrbovac/Kllokot-Vérboc, was
created on June 19, 2009, in a meeting held by the Inter-ministerial Decentralization Group
(IDG). Initial steps and recommendations were sent by RTI to both MLGA and USAID for
their evaluation. However, USAID’s guidance did not allow for RTI to work with the new
MPT.

2 PMUs were established for new multiethnic municipalities shortly after UNMIK began its administration of
Kosovo, as a way of developing local management capacity prior to formal elections. They were created in
Mamusha/Mamusa, Junik/Junik, and Hani i Elezit/DBeneral Jankovic.

? The MPT members were appointed by the Ministry of Local Government Administration with assistance
from the ICO for a limited term to take the initial steps that would lead to the municipality becoming
functionally operational as soon as local elections were successfully held. Although members were paid a
salary, the MPTs were not given legal or executive authority or budget resources with which to act.
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2.1.4 Assisting in securing the provision of vital municipal-provided services in new
municipalities, either by themselves and/or through existing municipalities.

o RTI staff met with the mayors of the mother municipalities to gather their input on the
technical steps in establishing the new municipalities, as well as to discuss the role the
mother municipalities could play in the process of transition. During these meetings, RTI
received extensive information on potential challenges and obstacles that the new
municipalities may face in the process of their establishment. RTl also gathered the concerns
of the mother municipalities with regard to the impacts on their municipal budgets because
of loss of territory and shared this information with the MLGA and USAID.

e RTI evaluated the inter-municipal agreement used by the PMUs and their mother
municipality or municipalities. As part of the meetings with PMUs (see above), RTI asked for
the PMUs’ input into how to structure these agreements for the new municipalities, based
on their experience.

2.1.5 Assisting the MLGA to strengthen outreach and cooperation between the new
municipalities, the existing municipalities, and the central government in order to
strengthen ties between the new municipalities and Kosovo institutions.

e The WGENM determined the process of establishing new municipalities, and specifically, the
process around creating MPTs. RTI assisted the MLGA in preparing the terms of reference
for the MPTs, which provided the guidance for creating MPTs and defined their scope and
composition.

2.2 RTI’s Approach and Achievements, Task |: Year 3

On July I, 2009 (for Year 3 of the program), the USAID Mission Director directed RTI to begin
working on technical issues related to getting the new and expanded Serb-majority municipalities
started (beginning with the Klokot-Vrbovac/Kllokot-Vérboc MPT). RTI was directed to play an
intensive and constant role in the capacity building of the newly established MPTs. RTI agreed that it
should concentrate all efforts and resources on the first MPT to attain some success there. RTI
responded immediately by marshalling staff and resources from those allocated to the Task 2 and 3
Objectives to develop a rapid response to this “opportunity.” As a result, the Task | efforts and
achievements in Year 3 far outweighed what had been done previously in Years | and 2.4

The July 2009 decision came at a critical time for the MLGA and the US Government, as the
assistance gave the MLGA and the new and developing Serb-majority communities critically needed
municipal expertise and advice in forming new municipalities. As is documented below, these efforts
were very effective and ushered in successful elections in four new municipalities and one enhanced
municipality: Gracanica/Graganicé, Klokot-Vrbovac/Kllokot-Vérboc, Ranilug/Ranillug, and Novo
Brdo/Novobérdé. The efforts were so successful that USAID directed RTI to begin work in the
remaining two proposed new municipalities (Partes/Partesh and Severna Mitrovica/Mitrovicé
Veriore), and to include providing direct technical and financial (Incentive Fund) assistance to the
municipality of Strpce/Shtérpcé, as well.

RTI’s approach in Year 3 was to work in four broad areas as discussed below.

* The EMI project was originally scheduled to conclude on July 17, 2010. However, the project was extended
to October 22, 2010, to allow additional time and resources to work with the new and expanded
municipalities. Therefore, the primary emphasis of the EMI project during the final quarter was under the
Task | Objective.
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2.2.1 Orienting, planning, and providing training to all key staff of the new/expanded
municipalities, both elected and appointed, and coordinating support in conjunction
with other actors (MPTs, staff, elected officials).

As a first area of emphasis, capacity development was needed for all of RTI’s counterparts in these
activities. These counterpart groups included the MLGA, the MPT members, officials who had just
been voted into office in the local elections, and the officials’ principal staff members. RTI also
engaged the Association of Kosovo Municipalities (AKM) and its collegia of municipal professionals
to assist with orientation and training in an attempt to integrate the new municipalities into the
fabric of Kosovo municipal activities. Cooperating partners included other donor-funded assistance
programs helping the new/enhanced municipalities and the ICO through their representatives
working with each MPT.

It was considered critical for counterparts in the new/enhanced municipalities to develop capacities
in municipal governance. RTI, working in cooperation with the MLGA and ICO, helped plan and
implement activities to build these capacities and move municipalities toward being able to function
as new municipal entities. Capacity building included a basic core curriculum for local governance, as
well as demand-driven activities based on the identified needs of the members. RTI used its own EMI
project staff, MLGA staff, AKM collegia members, and EMI's newly trained cadre of trainers to
deliver training in Serbian (with Albanian handouts available for Albanian MPT members).

The municipality of Severna Mitrovica/Mitrovicé Veriore presented USAID and RTI with a special
situation. This was the only municipality in the RTI task order that exists north of the Ibar River and
is situated in a part of Kosovo inhabited by nearly 95 percent Kosovo Serbs. A large majority of
individuals living north of the Ibar River do not recognize the authority of the Republic of Kosovo
and are completely opposed to becoming part of it. The USAID strategy for working north of the
Ibar River and in Severna Mitrovica/Mitrovicé Veriore in particular was to begin to work there after
the other new municipalities had held successful elections.

Achievements

During the course of Year 3 of EMI, MPTs were formed in the new/enhanced municipalities of
Klokot-Vrbovac/Kllokot-Vérboc, Gracanica/Graganicé, Ranilug/Ranillug, Novo Brdo/Novobérdeé,
Partes/Partesh, and Severna Mitrovica/Mitrovicé Veriore. Municipal elections were successfully held
in all but Severna Mitrovica/Mitrovicé Veriore. In all of these municipalities, RTI conducted capacity
development for MPT members, elected officials, and key staff as follows:

e  MPT members in each municipality were given a basic review of all the pertinent laws for
local governance, including the Law on Local Self-Government (LoLSG/LLGF) and the Law
on Public Financial Management and Accountability (LPFMA). Particular attention was paid to
decentralization, the separation of powers (local versus central) according to LoLSG, the
issue of contradictions between competencies of each body, and relationships between
mayors and assemblies—i.e., whether the mayor should necessarily report before the
assembly, and what happens if the assembly does not approve the mayor’s proposed budget.

e MPT members were given training in developing a municipal budget, including the capital
investment portion of the budget, as well as the requirements for public input during the
budget process.

e RTIl introduced MPT members from each municipality to the AKM by inviting AKM’s
executive director to attend one of the MPT meetings. AKM collegia chairpersons made
separate, one-day presentations to MPT members on spatial planning, municipal law, and
budget and finance.

e Newly elected officials from each municipality were given orientation sessions for the new
assembly members. These sessions provided basic information about the local governance
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framework, the roles and responsibilities of the assembly, the role of the mayors, and other
topics, and they included a majority of the assembly members. RTI later participated in
meetings involving the MPT, the new assembly members, and the mayor. The MPT members
briefed the newly elected officials on the work products they had prepared to date, including
the organogram, the municipal statute, the assembly’s rules of procedure, the budget, and
the capital investment plan.

e RTI conducted meetings with the mayors- and deputy mayors-elect in each municipality and
introduced important issues to the mayor, such as equitable budget allocations from the
Ministry of Economy and Finance (MEF) to new municipalities, return of displaced persons,
and economic development. The mayors then requested RTI assistance in each of these
fields. RTl also discussed the work to date of the MPT members in preparation for the
organization and start-up of the new municipality. RTI briefed the mayors about the
competencies analysis, organogram, 2010 budget, municipal statute, rules of procedure of
the municipal assembly, list of priority projects (and projects completed to date), and
proposed inter-municipal agreements.

e RTI frequently met with the ICO teams for each municipality during the transition period—
from MPT formation to the post-election period—to discuss future activities in the
municipality with the newly elected officials.

e During the entire year, RTl aided MPT members and elected officials with troubleshooting
problems that arose with various groups (ICO, MLGA, MFA) on a number of issues, such as
not receiving paychecks, not having sufficient office space and equipment, arbitrary budget
ceilings, security, and others.

e RTI provided direct assistance to all new/enhanced municipalities during the transition to
help prepare them to create a functioning government capable of providing effective
programs and services. This included assistance in appointing a municipal cabinet; hiring key
civil servants; completing job descriptions; providing a public comment period for the
municipal statute; adopting rules of procedure for the municipal assembly; complying with
stipulations of the LoLSG, such as appointing deputy mayors for communities and adopting
municipal symbols; adopting property tax rate structures; and expanding office space.

e RTI helped the new/enhanced municipalities implement the work of the MPTs, adopting the
municipal statute, assembly rules of procedure, capital investment plan, 2010 budget,
organization chart, and competencies matrices.

e RTI conducted training for municipalities and assemblies, as well as for senior staff members
who frequently participate in the work or meetings of the municipal assembly. RTI project
staff created the curriculum by attending several assembly meetings of new/enhanced
municipalities and identifying the current, common challenges faced by the new
municipalities. Also, because many new employees had been added to the municipalities,
they too were in need of the additional training. The key components of the training
included the following:

- Conducting an effective assembly meeting;
- Conducting and managing debate on agenda items;
- Conducting well-managed and effective public hearings;

- Understanding the role, rights, and responsibilities of the chairperson as the head of the
municipal assembly;

- Understanding the role, rights, and responsibilities of assembly members;

- Understanding the role, rights, and responsibilities of the mayor and his/her cabinet vis-
a-vis the assembly;
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Understanding the Separation of Powers Doctrine and its impact on successful
governance;

Ensuring public participation in assembly meetings;
Providing public transparency; and

Understanding freedom of the press.

This training resulted in the development of fundamental principles of the proper roles,
responsibilities, and duties of decentralized local government. RTl also provided ongoing
mentoring in the implementation of these principles. Through the course of the final months
of the project, many of the principles taught in the training were applied by the
new/enhanced municipalities. Although there were some successes, it is equally clear that an
ongoing emphasis on the actual implementation of best practices needs to be reinforced.

The case of Severna Mitrovica/Mitrovicé Veriore:

As mentioned above, assistance to this MPT was additionally challenging because of its
location in northern Kosovo and the inherent political problems. RTI quietly began
working with this MPT during the third and fourth quarters of Year 3 to give MPT
members the opportunity to develop most of the work products that other MPT
members were developing, including work on such items as projects/capital investment
planning (CIP)/donor relations, organization, capacity building, security, rule of law,
technical issues (statute, budget, rules and regulations, and inter-municipal relations),
outreach, communications, and public information. The status of this MPT was more
challenging than others because the date for municipal elections had not been
established.

RTI was able to bring together members of this MPT with the mayors of the successfully
formed new municipalities of Klokot-Vrbovac/Kllokot-Vérboc, Gracanica/Graganic€, and
Ranilug/Ranillug to discuss the successes and lessons they learned in the process of
forming legal municipalities in Kosovo.

RTI and World Learning provided a three-week US study tour for the MPT members.
All but one member of the team traveled to North Carolina and Washington, DC, to
participate in study sessions covering a wide range of local government topics, including
urban planning and inspections, the local government budget process, council
functioning, local government communications, local economic development, and
leadership. During the visit to Washington, DC, the group met with key members of
Congress and USAID.

After the study tour, technical assistance to MPT members of this municipality resumed
and continued until the end of the EMI project. Assistance components included the
following:

0 Training on the LoLSG and its practical application;

0 A workshop for the MPT on CIP in which they completed outlining and
prioritizing projects, including those that could be funded by the MLGA;

O A session on municipal competencies as defined in the LoLSG and relationships
with other entities, such as publicly owned enterprises (POEs) and socially
owned enterprises (SOEs);

0 A workshop on development and execution of action plans. The session
emphasized the importance of collecting data on the quality of existing services
and the method in which they are delivered (POE, SOE, contractor, or parallel
institution);

O A presentation on service delivery performance measurement to help the MPT
members better understand how to evaluate the quality of existing services; and

0 A workshop with MEF officials on budgeting for municipalities.
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RTI conducted individual public finance training, with a focus on the budget process, for the
senior staff members of each new/enhanced municipality, including Strpce/Shtérpcé. The
budget training was designed to provide specific information on best practices that
demonstrated useful tools that could be implemented immediately by new/enhanced
municipalities. With the passage of the Fiscal Year (FY) 201 | budget expected in the
immediate future, the training presented tools and controls for expenditure management,
assembly oversight, and financial reporting. An additional training outcome included
identifying strategies for a proper process for project classification and prioritization
involving assemblies, department directors, and citizens.

2.2.2 Assisting in securing the provision of vital municipal-provided services in new
municipalities, either by themselves and/or through existing municipalities.

RTI’s second emphasis area focused on helping the new/enhanced municipalities begin to provide
municipal services to their citizens. This assistance resulted in the following achievements:

Achievements

Competency Checklist. In each municipality (except for Partes/Partesh, which came on-line
too late in the project for this assistance), RTI staff met on numerous occasions with MPT
members to determine the priority of the municipal services that they were responsible for
providing to their citizens. These meetings included discussions about how the municipality
could provide these services—either through their own staff, through contracts with service
providers, or through arrangements with mother municipalities. These discussions led to
formal decisions being made by the MPT, and eventually the elected municipality, about their
municipal services. These discussions also led to an idea of how many staff members were
needed in the municipality, as well as drafting of an organization chart, and input to the
operating budget. All of the MPTs completed these tasks and products.

Competencies Transfer Memoranda of Understanding (MOUs). RTI assisted each
new/enhanced municipality to develop a Competencies Transfer MOU with its mother
municipalities and ministries. One of the primary objectives of these MOUs was to transfer
all relevant materials and documents to new municipalities, thus effectively transferring the
associated competencies to them, as well. RTl worked directly with the new municipalities
to have the MOUs fully implemented. However, the MLGA, which was responsible for
implementing the agreements, did not execute them effectively. As a result, RTI spent much
of its time working with new municipalities to advocate for the proper implementation of
the MOUs. The MOU model agreement contained certain stipulations for transfer,
monitoring, training, and certification in the following areas:

- Cadastral records;

- Urban planning records;

- Property tax records;

-  Finalization of boundaries in Gracanica/Gracanicé;

- Civil registration;

- Property rights;

- Collection and monthly transfer of own-source revenues (OSR);
- Monitoring and training by the ministries; and

- Training by mother municipality staff.

Progress in executing the MOUs varied among the municipalities. Good progress was made in
Gracanica/Graganicé and Ranilug/Ranillug, with some matters still outstanding, particularly related to
transfer of materials. In Klokot-Vrbovac/Kllokot-Vérboc, space limitations made it difficult to
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transfer documents. The MLGA offered assistance in establishing temporary office space but no new
space had been added as of the end of the project. A major component of the model MOU was
training to be conducted by relevant ministries. Again, progress varied among the municipalities and
will need to continue. As of EMI’s end date there had yet to be any transfer of OSR from the
mother(s) to daughters, nor a proper accounting of all types and sources of OSR being collected by
mother(s) on the behalf of daughters; this remains a significant outstanding issue. In spite of the fact
that the MOUSs were not fully executed, there were many positive outcomes. A significant amount of
material was transferred to daughter municipalities, and transfers are expected to continue. By the
final days of the project the new municipalities were beginning to provide services and presumably
these services will expand as their capacity increases. Also, ministries continued to offer relevant
training, and as the municipalities add staff, they will have the opportunity to obtain the required
skills and certifications.

¢ Inter-municipal Agreements. Based on the competency checklists developed with MPTs, EMI
assisted the MPT (and later the new municipal elected officials) to negotiate inter-municipal
agreements for services identified as needing to be provided by another municipality in the
near or medium term. EMI used the model inter-municipal agreement and process
developed in Year 2 to guide this process. RTI facilitated sessions with each MPT to explain
the process of developing inter-municipal agreements, confirm the services they wanted to
have another municipality (or other entity) provide, and show how to collect the
information they would need to develop and negotiate the agreements. Then, RTl worked
with the MPT to develop details for inter-municipal agreements in

- Urban and rural planning,
- Cadastral services,

- Forestry protection,

- Drainage,

- Emergency services,

- Water, and

- Sewer.

RTI drafted agreements for each of these that a new municipality could take to the mother
municipality (or other municipalities) to negotiate beginning these services as soon as
possible. RTI led the process and drafted several inter-municipal service agreements
between mother and daughter municipalities and ministries. Since the establishment of the
new municipalities, these agreements would be the first among between the relevant parties
to provide for, manage, and establish conditions for the transfer of specific services. The
stipulations in the agreements created the necessary foundation for new municipalities to
commence providing services in many areas to their citizens. Signatories to actual service
agreements included three daughter municipalities, five mother municipalities, and four
ministries. The agreements provided certain stipulations for the transfer of responsibility, as
well as monitoring, training, and certification.

e The agreements laid down specific conditions for the ministries, as well. The ministries are
responsible for providing staff in each competency and are to monitor the transfer of
materials and train the employees of the new municipalities. MLGA is to oversee the
agreements. The agreements have specified deadlines for all conditions to be met. These
agreements also laid the foundation for future agreements concerning additional services
provided by new/enhanced municipalities, such as education and health competencies.

e Municipal Statutes. EMI worked with each MPT to develop its municipal statute. Based on
the model statute developed by EMI in conjunction with the MLGA, EMI facilitated a
participatory process for each MPT and the local community to develop a statute that would
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conform to the law and meet their specific needs. RT| completed draft municipal statutes for
all but Severna Mitrovica/Mitrovicé Veriore.

e 2010 Budget Request. The MPTs and mayors-elect were required to prepare and submit a
budget for the new/enhanced municipality for the 2010 fiscal year. EMI worked closely on
technical assistance, guidance, and mentoring to MPT members and staff to prepare a sound
budget and financial plan that would meet the community’s needs. RTI met with each MPT
on the budget and outlined the strategy for preparing their recommendations. Based on the
organogram and staffing lists developed earlier, the municipalities were able to determine
the operating expenses for the divisions. This information, combined with the classification
and coefficients of the civil servants and the investment list, gave the MPTs a good start on
the budget. The capital investment plans developed by the MPT served as the basis for
capital funding. The MPTs submitted their budget in accordance with MEF deadlines. The
MEF rejected the budgets, however, since the numbers of employees they specified
exceeded the level mandated by MEF. Over a several-week period, RTI worked almost daily
with MPT members (including the mayors-elect) on dealing with the MEF, which wanted to
reject the budgets because they violated the employee ceiling established for the new
municipalities. The municipalities continued to receive pressure from both the MLGA and
the MEF to update their budget submissions and comply with the ceiling. However, most
MPTs wanted to keep the budget they had prepared, which was based on an analysis of the
competencies they wanted to provide. RTI met with USAID, other USAID contractors, and
staff from the ICO to discuss the budget impasse that was developing between the new
municipalities and the MEF.

e Municipal Assembly Rules of Procedure. RTI assisted MPTs to establish rules of procedure
for their municipal assembly, encompassing issues such as calling and chairing meetings,
notifying members, and distributing materials before meetings.

e Community Development Needs Assessment. RTI helped MPTs in drafting a community
development needs assessment that aided in identifying the community’s greatest needs, as
determined by the community itself. The assessment provided the MPT with a quick
blueprint for developing programs and/or undertaking investments to build trust in the local
community. Community members obtained experience in community participation, a
hallmark of local democracy. Funds already set aside were allocated to start specific activities
and generate immediate successes that could lead to a functioning municipality, accepted by
the local citizens. In some municipalities, RTI helped the MPT hold evening meetings with
citizens in several different locations. In others, RTI helped the MPTs gather leaders in the
community to meet and discuss critically needed services. In all cases, these community
assessments led to the development of the municipal capital investment plan.

e Development of Capital Investment Plans. RTI provided training and advice for the MPTs to
develop their capital investment plans. The process, which often required three to four full
days of meetings, allowed the MPTs to finalize their plans. These meetings began with a
review of needs that had been identified by the citizens during the community development
needs assessments. Between 60 and 100 capital projects from the list were identified and
prioritized for each municipality. The projects covered all competencies of the new
municipalities and were ranked in order of priority. In addition, each MPT was asked to
identify projects that could be implemented quickly and would be eligible for funding from
the Task | Incentive Fund. Eventually, these capital investment plans were endorsed by the
newly elected mayors and assemblies and became the first capital budgets for the new
municipalities.

e Improving Service Delivery. RTI helped municipalities determine what needed to be done to
begin collecting property taxes and, until a process became established, how property taxes
would be collected on their behalf. All of the needed steps centered on creating a municipal
property tax office and supplying appropriate training. To establish such an office, it had to
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become certified by the Property Tax Department of the MEF. This was accomplished by
setting up the property tax systems in the municipality and putting in place ministry-provided
training to implement the systems. All new municipalities hired appropriate personnel.

- RTl created a standardized work plan dedicated to the municipal competency for
education. The plan demonstrated all of the functions and requirements necessary for a
properly functioning municipal education component.

- RTIl conducted assessment meetings for OSR, other than for the property tax, with all
the new municipalities. The assessment was used to determine the stage of each
municipality in implementing the systems needed to start collecting OSR. In most cases,
these systems had not been established, and RTI served as the chief advisor in assisting
with the implementation of the needed procedures. By the end of the project, almost all
new municipalities had successfully created OSR systems and were anticipated to begin
collecting OSR soon.

- RTl assisted in developing inter-municipal agreements, whose implementation effectively
removed the competency from the mother municipalities, requiring citizens to go to the
new municipalities to receive services. Moreover, with the full implementation of the
inter-municipal agreement, service delivery will be further enhanced through training and
mentoring of staff by ministries, as well as through completion of certification processes
for the municipal property tax office and the Municipal Community Officer (MCO).

- RTI prepared several detailed financial analyses for the provision of public utilities in the
new/enhanced municipalities. These included a comparative cost analysis of contracting
for or publicly providing solid waste collection, snow removal, and road grading. The
analyses showed that the municipalities could save resources by providing the services
themselves and led to the purchase of solid-waste vehicles for the municipalities and a
road grader for Ranilug/Ranillug. RTl also conducted a financial analysis of municipalities’
assuming the full scope of solid waste services. As contracts with private solid waste
providers began to expire, RTl arranged to have the current EMI-funded solid waste
contracts extended for three months, at a declining payment schedule, and timed with
the delivery of solid waste vehicles to the new/enhanced municipalities. Municipalities
needed to have equipment, operations, and administration up and operational. The
financial analysis took into account how this would best be accomplished and
determined the necessary fee structure. RTI worked with four municipalities to develop
solid waste service plans and created a solid waste financial plan that had three key
functions: (1) to be used for the financial structure of solid waste utilities; (2) to serve as
the basis for financial stress-tests for analyzing revenues and expenses; and (3) to be
expanded for use in all public enterprises/utilities. A detailed explanation of each line
item and the overall methodology of the plan was presented to all new/enhanced
municipalities (except Partes/Partesh), and the plan was given to mayors and cabinet
members to help develop their public enterprises/utilities.

Additionally, RTl initiated a solid waste performance measurement project to determine if the
current configuration of services was meeting the needs of the community. This consisted of
interviewing citizens, businesses, and government officials. This information would be used to more
accurately customize municipality-provided solid waste services when the existing solid waste
contracts expired. Although not comprehensive, the data collected provided insights into service
delivery performance that can be used for determining future rate structures and creating new
municipal services.

Finally, RTI produced and presented customized financial plans for solid waste collection services to
Gracanica/Gracanice, Klokot-Vrbovac/Kllokot-Vérboc, Novo Brdo/Novobérde, Partes/Partesh, and

Ranilug/Ranillug. The detailed financial plans incorporated all aspects of operating a public enterprise.
Each plan was presented to the respective municipality in a work session environment. This allowed
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municipal officials to provide input to further tailor the plans to meet their specific circumstances.
Each plan consisted of the following:

¢ Income statements (monthly and annual);
e Revenue and expenditure analysis;

e Net operating income determination;

e Cash flow analysis;

e Recapitalization analysis;

e Net present value comparisons; and

e Detailed operation and maintenance analysis of capital outlays.

2.2.3 Assisting the MLGA to strengthen outreach and cooperation between the new
municipalities, the existing municipalities, and the central government in order to
strengthen ties between the new municipalities and Kosovar institutions.

RTTI’s third area of emphasis involved the Working Group for the Establishment of New
Municipalities. The WGENM was the principal working group at the MLGA for strengthening
outreach and cooperation between the new and existing municipalities and line ministries. RTl was a
member of this committee throughout most of the three years of EMI. The WGENM determined
the process of establishing new municipalities and, specifically, the process around creating MPTs and
the vehicle for coordinating different initiatives. RT| provided technical assistance to the MLGA in
preparing the terms of reference for the MPTs, which in turn guided the creation of MPTs and their
scope and composition.

The Minister of the MLGA often chaired these meetings and made ad hoc decisions concerning what
needed to be done to address issues arising from attempts to support new municipalities. He also
made numerous requests to RTI to assist him and the committee. Most of these requests were for
planning documents, action plans, and status reports. Overall, the MLGA played a less active role
during the time the new municipalities were being formed and took a limited role in guiding
decisions.

Achievements

e Upon the request of the Minister of the MLGA, RTI prepared numerous status reports on
EMI’s investments in the new municipalities, including the process and techniques that were
used to identify and develop high-priority projects. A report entitled Immediate Investments in
the New Municipdlities of Kllokot/Klokot, Gracanica/Graganicé, and Ranilug/Ranillug, and the
Expanded Municipality of Novo Brdo/Novobérdé was prepared and sent to the MLGA.

e RTI briefed the MLGA and the WGENM on the progress of the MPTs and discussed future
activities. The WGENM wanted to develop a plan for the new municipalities for actions that
would take place after the elections. RTI submitted such a plan to the MLGA.

e RTI provided other technical assistance to the MLGA for the new municipalities and met
frequently with MLGA officials to discuss issues and to offer guidance. Very often, RTI’s
advice was incorporated into the ministry’s actions. Some examples of these actions are as
follows:

- Transfer of cadastral and all other records from mother to daughter municipalities;
- Finalization of municipal boundaries;
- Provision of municipal facilities;

- Property tax administration;
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- Overall cooperation between mother and daughter municipalities;

- Initiation of meetings to discuss transfer of authority from mother to daughter
municipalities;

- Collection of OSR;
- Capital project completion; and
- Compliance with own competencies.

e RTI provided much-needed assistance to the MLGA on the full and proper implementation
of the Competencies Transfer MOU, as described above (section 2.2.2, Achievements). The
MLGA was responsible for this task. One week after the MOU was executed, RT| contacted
the Ministry to begin the implementation process. At that time, based on the Ministry’s
response, it was clear that implementation would not be smooth. After a couple more
weeks of RTl-led advocacy, the MLGA created an MOU implementation group that met
twice per month.

At the request of Ministry staff, RTI created a simple MOU Implementation Plan designed to
organize the competencies transfer. It was completed, translated, and distributed and had a
clear path to implementation purposely designed into it (which RTI was advocating). During
successive meetings, however, the MLGA did not take action and implementation suffered.
In the end, the plan was not utilized.

2.2.4 Managing an Incentive Fund for service or infrastructure improvements in the
new and mother municipalities.

An Incentive Fund of US$1.5 million was included in the EMI task order to assist in standing up new
municipalities likely to begin with very little basic physical infrastructure, offices, services, or
equipment. However, use of the funds was not permitted by USAID until there was a possibility for
the new municipalities to be
formed in Year 3. RTl used the
Fund to assist new municipalities
in becoming functional as quickly
as possible. RTI relied on the
community development needs
assessment to begin planning of
expenditures, allowing the new
municipalities to identify their
most pressing organizational and
community needs in the quickest
possible time and resulting in
immediate successes the
community could see.

Once the date for elections for

In the interest of encouraging voter turnout, EMI assisted new/ new/enhanced municipalities had
enhanced municipalities with high-profile infrastructure improvement been publicized, the US Embassy
projects during the lead-up to their first local elections. These photos decided to use all available

are before-and-after pictures of school generators for a village within

- S resources to encourage citizens
Gracanica/Graganicé.

in these communities to vote. A
low voter turnout or boycott would constitute a serious setback for those promoting the Ahtisaari
Proposal. In working group meetings with USAID, US Embassy, and USAID implementers, RTI
suggested a practical three-phased strategy that could motivate the voters and facilitate the MPTs’
project preparation.
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First, MPTs, with the aid of their community members and assistance from RTI, would identify a
number of high-priority small investments in their communities that could improve basic municipal
services. These would be a combination of investments that could be implemented quickly (within a
few weeks), were highly needed, would be highly visible, and would have a broad impact—affecting
the largest number of people possible. Second, RTI would use Incentive Fund resources to complete
these selected projects before the elections took place. Third, US Ambassador Christopher Dell and
USAID Mission Director Patricia Rader would inaugurate these projects in one media event after
another, drawing attention to the promising future for the citizens living in these new municipalities
and underscoring that participation would lead to municipalities that made decisions to improve the
quality of life.

Through a series of workshops and community meetings hosted by MPTs in five targeted
new/enhanced municipalities, over 375 critical investments were quickly identified and prioritized.
These included (first-time) solid waste service, safe drinking water, household electricity, paved
roads, and updated computer equipment and playgrounds for the schools. Working with the MPTs,
RTI was able to identify 44 of these investments that were visible, had broad impact, and could be
implemented quickly and with available Incentive Fund resources.

During the weeks leading up to the elections,
Ambassador Dell, Deputy Chief of Mission
(DCM) Michael Murphy, and Mission Director
Rader passed through the new municipalities
inaugurating the new investments, with each
visit accompanied by extensive media
coverage. The daily news was often flooded
with speeches, photos, and interviews of
these US Government representatives talking
to the residents of the new municipal areas,
and answering questions from them and
journalists. By using forceful and positive
messages to citizens in these areas that the
new municipalities were real and already
beginning to make a difference, the

US Government urged local citizens,
particularly Serbs, to participate and decide

USAID Mission Director Patricia Rader and the MPT of
Klokot-Vrbovac/Kllokot-Vérboc at the ceremony to present
who should represent them. a collection of new solid waste containers purchased via
an EMI Incentive Fund grant.

Successful elections were then held in five

new/enhanced Serb majority municipalities during the third year of the EMI contract. The approach
taken by the US Government to use Incentive Fund resources to encourage the Serb electorate to
participate in elections proved successful in standing up these new municipalities.

Following the successful elections, USAID directed RTI to begin working with the municipality of
Strpce/Shtérpcé to identify additional projects that would also qualify for Task | Incentive Fund
financing.

Achievements

e The implementation of the Task | Incentive Fund (see Tables | and 2 below) took place
during the last year of the project and often under rushed conditions. Implementing the
projects included the following major steps:

- Obtaining input from members of the Serb-majority communities to identify community
needs and to engage them in a participatory process;

- Conducting training with representatives of the Serb-majority comm