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1. Introduction

1.1 Context

The implementation of the territorial administrative reform and the law on local finance has led to the improvement 
of public services, increased revenues and investments and fiscal autonomy for local self-government units1. In 
2021, the Consultative Council for local government reviewed 52 draft-acts with an impact on local government, 
of which 3 draft-laws, 39 draft-decisions and 1 guideline have been approved2. 

Local government revenues increased about 2.3 times, while expenditures, including investments increased about 
60% in 2021 as compared to 2015 (a year before the reform). The role of LSGUs has increased over the years 
through its contribution to the economy - local revenues were 1.51% of GDP as compared to 0.82% in 2015. 
During 2021, the local government implemented its own tax and non-tax revenues of about 29.4 billion ALL 
(26.6 billion ALL are tax revenues of the local government and 2.8 billion ALL are non-tax revenues). About 5.2 
billion ALL more were implemented as compared to 2020, so the local government has consolidated its financing 
resources from its own local revenues. In the total local revenues, about 33% are revenues from central budget 
grants, 53% are own revenues and the rest 14% are revenues from foreign financing and other sources. 

The Ministry of Finance and Economy (MoFE) through the Local Finance Directorate published for the first time 
the Report on the Status of Financial Difficulties of Local Self-Government Units (December 2021). Although 
the arrears of local self-government units decreased to the amount of 6.5 billion ALL in 2021, from 12.1 billion 
ALL in 2015, they are above the target. Based on the level of arrears as compared to planned expenditures, 44 
municipalities have no financial problems, 10 municipalities have financial problems and 7 municipalities are in 
financial difficulties. In order to improve the methodology of financial performance analysis of municipalities, 
some legal changes are expected to be drafted by the MoFE during 2022. 

Despite the achievements related to the financial management process and performance-based budget reporting, 
the strengthening of fiscal autonomy as a condition for the quality provision of public services (increasing own 
revenue versus total revenue), the expansion of the online services system, the establishment of an integrated and 
unified system for the administration of local finance and taxes and the implementation of AFMIS at the local 
level remain the focus of policy goals of local government. A new strategy for Decentralization and Local Self-
Government is being drafted under the leadership of the Ministry of the Interior and the Agency for the Support 
of Local Self-Government, as well as with the support of donors. 

Starting from 2018, Municipalities report on budget execution performance and on this reporting basis, the 
Performance Monitoring Compliance Report at the municipal level for 2018, 2019 and 2020 has been drawn up 
and published. 

This is the second report on public services performance of LSGUs for 2021, which is a continuation of the annual 
report published for 2020. The report was prepared under the leadership of the Association for Local Autonomy 
(ALA) and the Local Finance Directorate (MoFE) with the support of Bashki të Forta project3. The purpose of 
the report is to provide a general overview based on the analysis of the service performance indicators (financial 
indicators and outcome indicators) related to the functions of the LSGUs defined in the law, as well as other 
indicators related to the citizens’ perception of public and administrative services provided by the municipality 

1  Conference on Decentralization and Financial Performance of Local Government ( June 2021)
2  Source: Agency for the Support of Local Self-Government  Local Finance Report (MoFE, 2021) with the support of the Local Finance 

project from the Swiss Secretariat for Economic Affairs SECO
3  A project funded by SDC and implemented by Helvetas
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during 2021. The report presents a comparative analysis of the indicator data with the previous year (2021/2020), 
as well as with the indicators defined in the legislation and in the sectoral policy documents (comparative analysis 
- benchmarks).

1.2 Executive summary

Management, Planning and Administration

In 2021, a slight decrease of trained employees in 2021 as compared to 20204 was ascertained; also, the average 
number of training days per trainee was lower. The number of employees quitting their jobs at LSGUs decreased 
during 2021 as compared to the period 2019-2020. Program expenditures in 2021 are presented with an 
increase of 2% as compared to 2020. On average, program expenditures account for 21% of total municipal 
expenditures. Only 13 municipalities or 21% of them have the weight of the program at low levels up to 15% of 
the total budget of the municipality. Personnel expenses account for an average of 60% of program expenditure. 
About 65% of the respondents agree on the increase of expenses/or maintaining them at the same level. 

It is recommended that the Human Resources Information Management System (HRMIS) be extended 
by all LSGUs as an instrument that helps the management of human resources; keeping discrete data to 
categorize the reasons of employess for quitting their jobs at LSGUs, and to differentiate the trainings provided 
to local employees (local administration employees) from the trainings for service employees; coherent 
implementation of the Law on Civil Service at the local level and the reduction of contract employment in the 
local administration5.

Community Relations 

In 2021, there was a slight increase in the number of public hearings with citizens and interest groups as 
compared to 2020, while a slight decrease in the number of decisions made by the Municipal Council (MC) 
after consultation with citizens is observed. Municipalities publish the annual public consultation plan and MC 
meetings are open to citizens. 

For LSGUs, the preparation of the budget in a simpler and understandable form for the citizens, the increase 
of efforts to increase the citizens’ interest in local decision-making issues, and the strengthening of human 
resources in the LSGUs to organize and to follow up on the issues related to public hearings, as well as the 
processing of relevant statistics and continuous information of citizens still remain challenges.

Transferred functions to LSGUs6

Fire Protection and Rescue

In 2021, there was an increase in the number of managed cases of fires by LSGUs as compared to 2020; the 
exit time of vehicles from fire protection and rescue stations increased slightly (in seconds) as compared to the 
previous reporting year. Program expenditures decreased by 6% as compared to 2020. On average, program 
expenditures account for 3% of total municipal expenditures. 31 municipalities or 51% of them had program 

4  Local employees trained by ASPA in 2021 are estimated at 2,325 + 2,000 employees trained by providers other than ASPA (or slightly 
more as compared to 2020) – BpE source (IPA project): Performance Report 2021; Referring to ASPA data, in 2021, training was 
offered to 9,796 local employees.

5  EC Progress Report Albania (November 2021)
6  Functions transferred by decisions of the Albanian Government in 2015, but which entered into force on January 1, 2016
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expenditures above the average rate of 3%. The results of the survey show that 73% of the respondents (4,002 
inhabitants) request an increase in spending for this program / or agree with the current level of funding of the 
program. Compared to the previous reporting year (2020), the performance of this service is presented with a 
downward trend in 2021, based on the survey results. 

Some of the challenges that the municipalities face are the lack of necessary logistical tools in the case of a 
difficult mountainous terrain, ammortized tools of FPR for some LSGUs, lack of protective clothing for 
volunteers. Plans of measures drawn up by local self-government units for the prevention and coping with 
emergency situations caused by natural disasters, in some of them, do not find concrete implementation 
(there is a lack of effectiveness in their implementation). Also, there is a lack of timely notification and warning 
(efficient operation of the monitoring-signaling system) for immediate actions in cases of natural disasters by 
local structures. 

The LSGUs should plan the use of the fund for civil emergencies according to the provision in the law for 
investments to prevent situations and increase the effectiveness in the management of fire cases, as well as 
procure the purchase of the necessary tools and vehicles. Setting up an integrated system for fire protection 
and rescue can increase the effectiveness of fire management interventions in particular and emergency 
management in general. LSGUs should formalize cooperation with neighboring municipalities to provide 
additional human and technical resources for a better management of fire situations, set up volunteer teams 
and coordinate actions with the National Agency for Civil Protection for their training and certification. Also, 
support is recommended for institutions, municipalities and prefectures with instructions, easy-to-use forms 
and digital tools for compiling data. Strengthening control over the enforcement of Law 45/2019 is necessary - 
municipalities and prefectures should maintain databases on damages and losses and update them regularly7.

Administration and maintenance of irrigation and drainage infrastrukture 

LSGUs had a better performance regarding the maintenance of the irrigation and drainage network in 2021 
as compared to 2020 - the average rate of canal maintenance increased, as well as the area of   agricultural land 
covered by the irrigation and drainage system; the increase in the area of   agricultural land covered by the 
functional irrigation and drainage system was smaller as compared to the increase in 2020/2019. The main 
funding resource for the program is the unconditional sectoral grant and revenues coming from service fees/
tariffs, but municipalities can also finance the service from their own sources. In 2021, program expenditures 
increased by an average of 2% as compared to 2020 and account for an average of 2% of the municipal total 
expenditures. 40 municipalities are above the average (66% of them). Operating and maintenance expenses 
account for about 47% of program expenses. 

From the results of the survey, it is noticed that about 49% of the respondents (662 people) say that the 
municipal expenditures for this program should be increased, while 37% of the population (501 people) agree 
with the current level of expenses. In terms of the service performance, about 30% (404 people) are satisfied, 
while 22% (299 people) rate it poorly; the rest ‘neutral’. When compared to 2020, a slight decrease in the level 
of satisfaction perceived by residents for this service is found. 

Some recommendations of the previous report remain valid for this report as well - it is necessary to update 
the inventory of irrigation and drainage schemes in cooperation with the Regional Drainage Directorates; each 
irrigation scheme should be managed as an undivided financial unit, which has its own cost and budget, depending 
on its specifics, and ‘based on performance8’; regarding the safety of dams, it is recommended to create and 
consolidate near each municipality the relevant maintenance group,  to train the staff covering the monitoring of 

7  Law no. 45/2019 "On Civil Defense", Article 23 (within the responsibilities of the NACP); Improving risk and loss information (World 
Bank Group, Mott Mac-Donald, June 2022)

8  Monitoring report (MoARD, 2021)
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the safety of dams according to legal acts and by-laws; unconditional grants for municipalities and investments 
for the rehabilitation of dams, to have priority and be a separate item in the municipality’s budget.

Forests

The performance indicators for the forest program  increased /and decreased as compared to the previous year 
- the number of forest service employees, who are responsible for the administration and management of the 
forest stock in LSGUs slightly decreased as compared to 2020; the average rate of forest service employees is in 
accordance with the requirements of the law on forests (in compliance with the standard), but a part of the 
LSGUs do not meet the requirements of the law (they have a smaller number of forest service employees) 9. The 
area of   the forest and pasture stock decreased in 2021 as compared to 2020 and 2019, while control by the forest 
service increased - more controls/inspections in forests and pastures were carried out by the forest service of 
the municipalities during 2021 when compared to 2019 -2020. The program occupies a small percentage of 
the total budget of the municipality, on average 1%. There are about 24 municipalities (40% of them), where 
program expenses account for more than 1% of total municipal expenditures. 

The majority of the surveyed population, to the extent of 52% (616 people), says that the expenses of the 
municipalities for this program should be increased, 25% (76 people) agree with the current level of expenses. 
In terms of the performance, about 37% (432 people) are dissatisfied with the quality offered, 32% (379 people) 
of the respondents have selected the ‘neutral’ option, 15% (175 people). 

The recommendations for the previous report are also valid for this report, such as the increase in the number 
of forest service employees in accordance with legal requirements, the inventory of forests within the deadlines 
set by the law, as well as the drafting of the local forest breeding plan by LSGUs.

Construction, rehabilitation and maintenance of road infrastructure  

LSGUs performed better in terms of road network maintenance in 2021 as compared to the previous year. The length 
of the paved road network increased, as well as the rate of maintenance of the urban and rural road network, 
while in relation to public transport, a slight increase in the number of interurban lines and the number of public 
transport vehicles was observed. 

Road network program expenses account for an average of 13% of total municipal expenditures; 29 municipalities 
(45 of them) have spent on this program above the average level. For the Public transport program, program 
expenses account for only 1% on average (N=9). The largest part of the surveyed population, 65% (2,192 people) 
says that the municipal expenses for this program should be increased. In terms of the service performance, only 
22% of the surveyed population (751 people) rate the performance positively, the rest are dissatisfied (41%) or 
neutral (33%).

Preschool education

In 2021, the main indicators of preschool education  increased - the enrollment rate of the age group of children 
3-5 years increased by +1 p.p. as compared to 2020. The number of students per class in pre-school, basic and 
secondary education is within the policy target of 28-30 students per class in urban areas, while the enrollment 
rate of students who complete 9-year education and enrol in one of the forms of secondary education is less 
than the policy target of 65%. Program expenses decreased by an average of 1% as compared to 2020. Program 
expenses account for an average of 15% of the total expenditures of the municipality (7 municipalities had 

9  Law no. 57/2020 “On forests”
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program expenses at the level of 20%-26% of the total budget of the municipality); personnel expenses have the 
most important share of program expenses, on average 77%. In terms of the service performance, the majority 
of respondents in the amount of 55% (3,921 people) are dissatisfied with the service, 23% (1,617 people) - 
‘neutral’ and 18% (1,284 people) are satisfied with the provided service. 

The challenge for municipalities is to strengthen capacities and financial resources to improve the quality of 
preschool education (school infrastructure with access for all children), develop efficient planning mechanisms, 
improve monitoring and financial accountability. It is recommended to increase the capacities of the local 
administration for monitoring performance in the good administration of kindergartens and schools, as well as the 
publication of monitoring reports on the official website of the municipality10.

Other functions of LSGUs

Municipal police 

In 2021, the average rate of conflict resolution by the municipal police was 100%. 32 LSGUs had a rate higher 
than 80% of addressing complaints received from citizens, 10 municipalities (or 24% of the sample municipalities 
had a rate lower than 80%), N=42. The majority of municipalities meet the legal requirement of employees with 
officer status in the municipal police, about 29% of municipalities (13 municipalities out of 45 of the sample) 
do not meet the requirements of the law. 23 municipalities (38% of them) report zero funds to this program (it 
is possible that the municipalities have reported on them in other programs). On average, program expenses for 
reporting municipalities account for 2% of total municipal expenditures. 

LSGUs should develop the Local Community Safety Plan in accordance with the Cross-Cutting Community 
Safety Strategy 2021–2026 and the strategy’s action plan.

Support to Economic Development and Tourism 

In 2021, 77 stimulating activities were undertaken to promote the development of medium and small 
enterprises (21 reporting municipalities). Some municipalities offered fiscal facilities and support services for 
businesses such as payment facilities, setting seasonal rates for tourism, developing informational packages for 
businesses. In terms of the efficiency in the operation of the service by the NBC, the time of issuing documents 
based on citizens’ requests was at a level similar to that of the previous reporting year (2020). About 79% of 
the respondents expressed the opinion to spend more on this program on the part of their municipalities/or 
expressed agreement with the current level of expenses incurred. As for the service performance, about 28% 
(39 people) are satisfied, while 54% (75 people) were neutral (N=2 municipalities11). 

The number of tourists who visited Albania and were accommodated in hotels and other structures increased 
in 2021 as compared to 2020; revenues from tourism also increased. Also, a higher number of accommodation 
structures became operational in 2021 as compared to 2020. Municipalities should improve the recording and 
reporting of performance indicator data for the economic development program and the tourism program. On 
average, program expenses account for 0.3% of total municipal expenditures (N=23). 

It is recommended to create diversified offers and 1 and 2 week Sailing in Albania programs; in order to succeed 
in the nautical tourism market, there must be effective regulations and sophisticated ancillary services, transport 
links and entertainment alternatives, which would help develop a set of end services that support the information 
and communication technology (ICT) sector, training and professional services enabling competitiveness in 
this market. Also, support is needed to ensure that the tourism sector produces less plastic waste. Incentives 

10  BpE (IPA project)_Performance Report for 2021
11  Survey results, participating municipalities – Pogradec and Patos
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that would make resources be used efficiently, as well as public policy and private sector innovation can be 
implemented to reduce levels of plastic waste12.

Market Service 

In 2021, there was a slight increase in the number of functional markets approved by LSGUs. The challenge for 
the municipalities is to make investments for the reconstruction of public markets to ensure compliance with 
the standards and launch of the markets, the construction of new markets in accordance with the approved 
Local Development Plan, the establishment of the consumer office in all LSGUs and strengthening monitoring 
and control capacities on the part of the municipal structures.

Waste Management

LSGUs performed better regarding the urban waste management service during 2021 - the population coverage 
rate improved, narrowing the gap with the standard as well as the territory coverage rate as compared to the years 
2019-2020. In some municipalities, investments were made for the improvement of temporary dumpsites 
(government financing); with funds from several donor agencies, it was possible to improve the fleet with new 
tools (foreign funding). From the reported data, it is evident that the volume of generated and transported waste 
increased during the reporting year. Program expenses increased by an average of 8% as compared to 2020, and 
occupy an average of 8% of the total municipal expenditures (N=34). The results of the survey show that 46% 
of the respondents (805 people) say that the municipal expenditures for this program should be increased 
and 38% of the population (663 people) agree with the current level of spending by the municipalities for 
this program. Most of the surveyed population (69%) are dissatisfied/or neutral/or have not expressed their 
opinion about the service performance.

The capacities of municipalities for the collection and separation of waste at source and the organization of awareness 
campaigns remain limited. The challenge for LSGUs remains insufficient funding and a fee lower than the cost 
of the service, closure of unauthorized dumpsites, civic education through awareness raising and continuous 
information. In cases of urban waste management service provision through external contractors, it is necessary 
to strengthen the role of municipalities for effective monitoring of the provided service. Also, the municipalities 
should draft the service regulation and revise the local plans for waste management, based on the NPIWM 
objectives until 2025. 

Albania should be oriented towards policies that place more emphasis on the use of economic incentives for 
prevention as a first step, in order to be able to achieve its objectives for the year 2035 - to ensure the coverage 
of waste management services in 100% of the population and recycling plastic packaging to 22.5% by weight. 
Further efforts will be needed to close dumpsites and waste pits that do not comply with standards and to 
increase the separate collection of different waste streams, as well as to reduce biological waste13.

Urban Planning 

LSGUs issued more development permits during 2021 as compared to the previous reporting year. The average 
rate of compliance with the territorial development plan was about 87% (a slight decrease in the rate as compared 
to 2020). Program expenses account for an average of 2.3% of total municipal expenditures (N=26). The results 
of the survey show that 71% of respondents request an increase in spending for this program (40%) and the rest 
(31%) agree with the current level of spending for the program (N=2 municipalities).

12  Realizing the potential of blue economy in Albania  (World Bank, 2021)
13  Realizing the potential of blue economy in Albania  (World Bank, 2021)
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Water Supply 

Several main performance indicators related to water supply and sanitation service as compared to the previous 
reporting year (2020) improved in 2021 - the daily duration of water supply and the population coverage rate 
increased; there was also a slight increase in the coverage of the population with the sanitation system and the 
treatment of polluted water (the sanitation service of polluted water was offered to 33,505 more inhabitants 
than in 2020). On average, the water supply program (only from the municipal revenues) accounts for 1% of the 
total expenditures of the municipalities (N=29). In the municipalities of Memaliaj, Roskovec and Tepelena, the 
program occupies a high percentage, respectively 33%, 18% and 13% of the total municipal expenditures, while 
for the polluted waters and sanitation program, on average, the program expenses financed by the municipality 
account for 0.4% of total expenditures (N=11). The majority of the surveyed population, at the rate of 50% 
(1,368 people) says that the expenses for this program should be increased and 42% (1,145) agree with the 
current level of funding for this program. As for the performance of the water supply service, only 40% of 
respondents are satisfied; the rest are dissatisfied and/or neutral. 

The challenge remains to improve the performance of service indicators for the duration of the water supply, 
to increase the coverage rate of the population with the water supply and the sanitation system to achieve the 
policy goal, to comply with the technical norms for individual polluted water treatment plants (septic tanks) 
for rural areas, and to increase the coverage of service costs. In terms of the sanitation system, there is a need to 
increase attention to investments. 

Also, there is a need to improve the methodology on the part of Water Supply and Sanitation Companies (and 
municipalities) during reporting, which do not calculate the average hours of water supply for the entire service 
area and analytically by the separate distribution areas, but only starting from the unloading time of the depots 
that supply the distribution network14.

Social field services 

In 2021, in the context of the reform of the social protection policy, the bio-psycho-social assessment scheme 
that was initially piloted in Tirana, Durrës, Elbasan and Korçë, started to be extended to other LSGUs. During 
the year 2021, more people benefited from the EA scheme with the scoring system as compared to the previous 
year; also, the number of beneficiaries from the fund increased by 6%. About 70,873 families benefited from 
doubling the amount of economic aid for the period January-June 2021, with government support to mitigate 
the effects of the Covid-19 pandemic. 

The number of beneficiaries of the disability program decreased as compared to the previous year (2,354 less 
beneficiaries in 2021). The reform of evaluation based on specialties and the reduction of the number of 
evaluation commissions had an impact on this. 

The number of employees leaving the social support scheme and integrating into the labor market is still limited 
in relation to the number of scheme beneficiaries - in 2021, 861 people were employed integrating thus into the 
labor market, while 383 people attended one of the vocational training programs. In terms of the Social care for 
the sick and PWD program (10140), the program expenses account for an average of 0.4% of the municipal total 
expenditures. Regarding the performance of the program, 69% of respondents are satisfied (29%) and the rest 
neutral. In terms of the Social care for families and children program, the expenses account for an average of 1.8% 
of the total budget, with the exception of 13 municipalities, where this program accounts for 3-6% of the total. 
The majority of the surveyed population, at the rate of 65% (3,284 people), state that they request an increase 

14  Water Regulatory Authority of Albania (WRA) - Performance Report for Water Supply and Sanitation Companies 2021 ( June 2022)
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in the level of funding for the program. Regarding the Social Housing program, the program expenses account 
for an average of 0.6% (52% of municipalities did not spend on this program in 2021). 

The challenge for the LSGUs is to complete the human and professional resources to meet the requirements 
defined in the law in the provision of care and social protection services15. Also, it is necessary to increase the 
capabilities of municipalities for the procurement of social services in accordance with the Law ‘On Public 
Procurement’ (Law no. 162/2020). More is required from the Ministry of Health for the establishment of the 
social care service and to increase the skills in terms of formulating projects to benefit from the social fund of 
the Ministry of Health and Social Protection.

Internal Debt Service Payment 

Referring to the stock of arrears versus the actual expenditures (December 2021), 35 municipalities (57% of 
LSGUs) have no arrears, 14 municipalities have financial problems, 10 municipalities are in financial difficulties 
and 2 municipalities are in serious financial difficulties. 

The challenge for the municipalities remains the increase in the performance in the implementation of the 
revenues in order to implement the expenditures according to the planning and to reduce the arrears, as well as 
to increase the effectiveness in the implementation of the expenditures. Municipalities should carefully evaluate 
new financial commitments in the conditions of low rates of budget execution. Debt repayment plans should be 
reviewed by municipalities and be consistent with the amount of arrears generated by the FGIS report16.

Financal analysis of budget programs 

In the implementation of the fiscal indicators of 2021, improvements are found in terms of revenue collection 
and administration. 

During 2021, the local government implemented its own tax and non-tax revenues of about 29.4 billion ALL 
(26.6 billion ALL are tax revenues of the local government and 2.8 billion ALL are non-tax revenues). About 
5.2 billion ALL were implemented more than the implementation of 24.2 billion ALL of own local revenues 
during 2020. So, the local government consolidated its financing resources from its own local revenues. 

In the total local revenues, about 33% are revenues coming from central budget grants, 53% are own revenues 
and the rest 14% are revenues coming from foreign financing and other sources. 

About 20 municipalities had a decrease in revenues during 2021, where Delvinë Municipality had the highest 
rate of decrease of about 37%, while after it, Pukë Municipality had also a high decrease rate of 31% and Kukës 
Municipality of 30%. The rest of the 41 local self-government units had an increase in different revenue rates, 
where the Municipality of Mallakastër had the highest increase rate of 98% more revenues and after it comes the 
Municipality of Himare with 80% more revenues as compared to 2020. 

During 2021, the local government has implemented about 52.6 billion ALL expenditures for financing the 
functions and providing services to the citizens, where 51% of them were financed by the tax revenues of the 
local government. Of these expenditures, only the local government financed the functions of General public 
services and Education, respectively in the amount of 23.4% and 19.5% of the total local expenditures. The 
largest weight of expenditures during 2021 was occupied by the expenses for salaries and insurance of about 

15  Legal requirements: each administrative unit of the municipality must have one (1) social administrator (Law 57/2019 "On social 
assistance in RoA"); The number of social workers in the municipality is defined according to Law 121/2016 "On social service" - one 
(1) social worker / 10,000 inhabitants; the Needs Assessment Unit must be set up for each AU (Law 121/2016); The number of CPWs 
in LSGUs  is determined according to the request - One (1) employee for the protection of children's rights (CPW) for 3,000 children 
(Law 18/2017 "On the rights and protection of children").

16  MoFE_Report on the Financial Difficulties of LSGUs (2021). 
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45.9% of the total local expenditures. Personnel expenses had a slight increase of almost the same value as the 
decrease in investment expenses of about 1.7 billion ALL. 

Meanwhile, operating expenses presented an increase of 600 million ALL as compared to the operating expenses 
of 2020. About 8 municipalities had a decrease in expenses in 2021 in relation to the expenses implemented 
in 2020. The largest decrease is the municipalities of Shijak with a decrease of 54%, Rrogozhinë Municipality 
with around 23% or Pustec Municipality with around 12% of decrease in expenses. The municipalities that 
had the largest increase in expenses during 2021 are the Municipality of Vorë with an increase of 65% or the 
Municipality of Tropoja with an increase of 60% as compared to 202017. If the increase in expenses in 2021 is 2% 
as compared to 202018, it turns out that the budget programs with the highest growth over 40% are 5 programs 
or 14% of them, namely: Payment for internal debt service (+482%); Development projects (+140%); Support 
for economic development (+129%); Market services, accreditation and inspection (+53%); Management of 
water supply and sanitation (+46%). 

The budget programs with the most significant decrease above 10% are 4 programs or 11% of them, namely: 
Employment, education and training (-61%); Environmental protection programs (-18%); Social care for sick 
and disabled persons (-16%); Agricultural services, inspection, food and consumer protection (-10%). 

The programs with the highest weight to the total budget of the municipalities, over 10%, are 4 programs or 
11% of them, namely: Planning, management, administration (21%); Basic education including preschool 
education (15%); Road network (13%); Local public services (13%). Meanwhile there are 9 programs, which 
have a very small weight, from 0-0.1% in relation to the total expenditures or 25% of them, namely: Civil registry, 
Environmental protection programs, Environmental awareness raising; Community relations, Employment, 
education and training, Economic development support, Market services, accreditation and inspection, 
Development projects, Tourism development, Primary care services, Social security/third age age care.
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Analyzing two programs for each municipality, with the highest weight in the budget, it turns out that the largest 
number of municipalities regard three programs as priorities - Planning, administration management: There are 
48 municipalities or 78% of them where this program has an average weight in budget of 30%; Basic 
education including preschool education: There are 25 municipalities or 41% of them where this program has 
an average weight in the budget of 18%; Local public services: There are 22 municipalities or 36% of them 
where this program has an average weight in the budget of 22%.  

If we refer to expenditures according to the economic classification, on average, personnel payments account 
for 46% of total municipal expenditures, other current expenses account for 33% and investments - 21%. 
Personnel payments, which account for over 70% of expenses, belong to 8 programs or 22% of them, namely: 
Environmental awareness (98%); Local police services (94%); Financial and fiscal issues (89%); Community 
relations (82%); Basic education, including preschool education (77%); Agricultural services, inspection, food 
and consumer protection (76%); Social care for sick and disabled people (74%); Administration of forests and 
pastures (71%). 

Expenditure by budget program  

The expenditures implemented by the municipalities in 2021 were financed by central resources on average to 
the extent of 49% and from their own tax revenues to the extent of 51%. When compared to 2020, there is a 
2% increase in expenditures in 2021. The budget programs with the most significant increase, over 40%, are: 
Payment for internal debt service (+482%); Development projects (+140%); Support for economic 
development (+129%); Market services, accreditation and inspection (+53%); Water supply and sanitation 
management (+46%); while the budget programs with the most significant decrease over 10% are: 
Unemployment, education and training (-61%); Environmental protection programs (-18%); Social care for sick 
and disabled people (-16%); Agricultural services, inspection, food and consumer protection (-10%). 
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17  The data pertain to the annual report of Local Public Finance of 2021, prepared with the support of the Swiss Government Project 
Local Finance. The report also includes the expenditures of 12 Regions (Qarks).

18  Expenditures for 2021 and 2020 based on budget programs do not include the expenditures of the 12 Regions (Qarks).
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If we refer to expenditures according to the economic classification, on average, personnel payments account for 
46% of total municipal expenditures, other current expenses account for 33% and investments - 21%. Personnel 
payments, which account for over 70% of expenses, belong to 8 programs or 22% of them, namely: Environmental 
awareness (98%); Local police services (94%); Financial and fiscal issues (89%); Community relations (82%); 
Basic education, including preschool education (77%); Agricultural services, inspection, food and consumer 
protection (76%); Social care for sick and disabled people (74%); Administration of forests and pastures (71%).

Expenditure by budget program 

The expenditures implemented by the municipalities in 2021 were financed by central resources on average to 
the extent of 49% and from their own tax revenues to the extent of 51%. When compared to 2020, there is a 2% 
increase in expenditures in 2021. The budget programs with the most significant increase, over 40%, are: Payment 
for internal debt service (+482%); Development projects (+140%); Support for economic development (+129%); 
Market services, accreditation and inspection (+53%); Water supply and sanitation management (+46%); while 
the budget programs with the most significant decrease over 10% are: Unemployment, education and training 
(-61%); Environmental protection programs (-18%); Social care for sick and disabled people (-16%); Agricultural 
services, inspection, food and consumer protection (-10%). 
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The largest number of municipalities have the following programs with the highest weight in the budget: 1) 
Planning, management, administration - there are 48 municipalities or 78% of them where this program has an 
average weight in the budget of 30%; Basic education including preschool education - there are 25 municipalities 
or 41% of them where this program has an average weight in the budget of 18%; Local public services: there are 
22 municipalities or 36% of them where this program has an average weight in the budget of 22%.
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Chart: The two programs with the highest weight in the budget for each municipality
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Chart: Expenditures according to the economic classification for each program (in %) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

The analysis according to the above budget programs is considered difficult and there is no complete accuracy 
in comparability, because the municipalities do not observe the inclusion in the program of expenditures of all 
activities according to the standard guideline of budget preparation and reporting. Therefore, it is 
recommended that municipalities include in the appropriate program all costs related to the program outputs. For a 
reliable and correct comparability within the program, between programs and between municipalities, the 
sharing of common costs and the recording of expenses in the relevant program is needed. This division of costs 
should be done regardless of the way the municipality provides the service (through a spending unit that 
manages more than one program, or by contracting that includes more than two budget programs) - the 
reporting requires the evidence of the expenditure in the appropriate program.  
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The analysis according to the above budget programs is considered difficult and there is no complete accuracy 
in comparability, because the municipalities do not observe the inclusion in the program of expenditures of all 
activities according to the standard guideline of budget preparation and reporting. Therefore, it is recommended 
that municipalities include in the appropriate program all costs related to the program outputs. For a reliable 
and correct comparability within the program, between programs and between municipalities, the sharing of 
common costs and the recording of expenses in the relevant program is needed. This division of costs should be 
done regardless of the way the municipality provides the service (through a spending unit that manages more 
than one program, or by contracting that includes more than two budget programs) - the reporting requires the 
evidence of the expenditure in the appropriate program. 

Municipalities, based on the description of activities according to the law on standard budget preparation 
procedures, must record activity-based costs for the level of service provided and the specific outputs that are 
produced, so that trust in comparability within the service and between municipalities can be increased. This 
will enable to calculate the efficiency indicator for the produced outputs or the achieved outcome, as a legal 
obligation. Municipalities, in the annual analysis of the program budget performance, should include all program 
financing resources (not only expenditures from own sources, unconditional grant and sectorial/specific grants 
but also those outside the Treasury account). Usually, municipal reports only include expenditures from other 
conditional resources, RDF or donors are treated outside the budget program, or in some cases this reporting 
is missing. 
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The financial planning tool (FPT)19 includes a new and uniform program structure based on the international 
classifications of COFOG and GFS. Through this classification, the opportunity is also provided to analyze the 
timely implementation of detailed expenditures based on the program, by funding resource, but also based on the 
financial indicators required by law and precisely produced by the FPT, which in the frame of financial information 
it produces, needs the introduction of other facilitating elements for the municipalities, to help with the cost calculation, 
planning and reporting based on activity for each budget program, the analysis of efficiency indicators for the 
outputs or the achieved outcomes within the program.

19  IThe tool was developed with the support of dldp (Helvetas, SDC)
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2. Methodology

The performance report of public services identifies the progress or downward trend based on the analysis of 
about 70 indicators for 29 programs (the sample was 61 municipalities). Performance monitoring of the services 
provided by LSGUs has a threefold purpose: (i) it helps in measuring the progress of their implementation 
compared to the expenditures for the report year; (ii) it facilitates the planning of the necessary funds in the 
frame of drafting the annual budget by the municipalities; and (iii) strengthens the accountability of decision-
making bodies and municipal employees towards citizens and legal requirements or sectoral policies (vs. 
national standards and national target indicators). 

Primary data sources are the budget execution monitoring reports (BEMRs) / and performance reports 2021, 
as the main instrument to report on the municipal budget execution, according to legal requirements.  BEMRs 
provide a summary of planned versus actual expenditures, as well as provide data on performance indicators for 
public services (functions) provided by the LSGUs. 

Performance indicators system for monitoring the functions of the municipalities, originates from the legal 
functions that the municipalities currently exercise (own, delegated and specific functions) and measured 
against certain national standards and/or target indicators that originate from national development policies. 
This list of service performance indicators was consulted with Local Finance Directorate in the MoFE and was 
recommended to the municipalities for use by the M0FE during the budget planning process. 

The financial information analyzed for each budget program is based on the official data processed by the Local 
Finance Directorate for 61 Municipalities in the Financial Government Information System (FGIS), that is, 
on the data on the collected revenues and the paid expenditures by each municipality according to respective 
budget programs. In the report, the expenditures for the 61 municipalities of the country are analyzed and 
mainly the expenses for the 36 budget programs, which include the 41 functions of the municipality, according 
to the COFOG international classification. The financial indicators of the comparable budget program between 
the LSGUs are mainly limited to: (i) the total expenses of the 2021 program, as compared to the year 2020 
(difference in %); (ii) the total expenses of the program, as a percentage of the total municipal expenditures and 
as an absolute value in 2021; (iii) Personnel expenses, other current expenses and Investments (weight within 
the program). 

The report analyzes only the expenses of budget programs: Planning, management, administration; Fire 
protection and civil protection; Management of irrigation and drainage infrastructure; Waste management; 
Local public services; Basic education including preschool education. 

Secondary data sources are the monitoring reports of the implementation of sectoral policies, the annual reports 
of line ministries for 2021, the Progress Report of the European Commission for Albania (2021), reports of 
projects with foreign financing, provided data by INSTAT and other reports (for more details, see annex 1). 

Also, the report provides synthesized data based on the results of a survey, which was organized by the Municipal 
Councils, in the frame of the preparation of the medium-term budget program 2023-2025. The survey was 
organized through an online questionnaire for the residents of all municipalities (not yet included in this report).

Limitations

The budget data used for this analysis refer only to expenditures from three resources: from own revenues, 
general and sectoral unconditional grants, and specific grants for social protection. Expenditures from the 
conditional grant and other resources inside and outside the Treasury account are not included; this lack of 
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information limits the analysis of expenses for some programs that have these funds as their resource (delegated 
functions), but also other programs that benefit from competitive grants (RDF), special funds, etc. and that 
influence the production and improvement of program outputs.

Some municipalities still do not have clear expenses for each program, according to the description of mandatory 
legal activities clarified in the standard guideline of the preparation of the local budget. So, there are common 
costs calculated for some services, which limit the separate analysis of the respective programs, by the outputs 
they produce; consequently, this situation makes it difficult to compare expenses within the program but also 
between municipalities. 

Also, there is a lack of data in the performance reports of the municipalities for expenditures based on activity, that 
is, based on the output or the achieved outcome (the report lacks efficiency indicators).


