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Resolution 357 (2013)'
Local and regional authorities
responding to the economic crisis

1. The financial and economic crisis which hit the world
in 2008 has had a particularly severe impact on local and
regional authorities as they have had to simultaneously
face a shrinking revenue base due to the economic down-
turn, cuts in budgetary transfers from national governments,
decreasing local tax authority, mandatory participation in
fiscal consolidation programmes and the need to manage
debt — excessive sometimes because of so-called “toxic
loans” — as well as the obligation to increase social support
to citizens, against the background of growing demands for
assistance for vulnerable groups affected by the crisis.

2. In 2009-2010, local revenues fell in many countries
across Europe, in some by as much as 20%. Regional output
also shrank on average by 3.4% in 2008-2009, with such
extremes as a 20% fall in Latvia, but saw an upswing in
most regions in 2010-2011. A weak economic recovery in
2010, with a 2% GDP growth in the European Union (EU),
tapered to 1% in 2011 and reversed into 0.1% recession in
2012, with a further 0.4% recession forecast for 2013. Over
2008-2012, local budget investment fell by an average 14%,
with as much as 30% in some countries, against the back-
drop of an almost 5% decrease in intergovernmental trans-
fers in 2011 alone, which almost completely offset a 5.5%
rise in local tax revenues.

3. Local and regional authorities are faced with increasing
social costs such as housing and utility allowances, safety
net payments to the unemployed and others eligible for min-
imum income guarantees, and emergency aid to distressed
families. In 2012, the number of households where essential
household costs (such as rent, mortgage payments and util-
ity charges) exceed 40% of income grew by 13%, pushing
local social expenditure on these households up by 16%,
against the background of rising unemployment, which
exceeded 12% in 2013 in the eurozone alone, with record
levels of 27% in Spain and Greece. In particular, extremely
high unemployment among young people, which reached
62% in Greece and 56% in Spain, is threatening to under-
mine prospects for long-term sustainable growth.

4. The Congress of Local and Regional Authorities of the
Council of Europe is deeply concerned about the impact of
the crisis on local communities and regions of Europe and,
in particular, about the significant social problems caused
by the reduction of social welfare programmes in many
European countries and lower investment levels in strategic
policy areas, such as education, health and social assistance
to vulnerable population groups.

5. The Congress is convinced that local and regional
authorities are crucial stakeholders and actors in ensuring
European economic revival, due to both their economic and
social roles. Local and regional authorities represent 65% of
all public investment and 30% of public spending (includ-
ing 60% of all public spending on education and more than
30% on health), and account for some 16% of public debt
and almost 13% of public deficits. They hold key responsi-
bilities with regard to social protection of citizens, including
housing, health care, education, sickness and disability, care
for the elderly, families and children, and measures against
unemployment and exclusion.

6. The Congress welcomes the fact that the important role
of local and regional authorities in economic recovery was
recognised by the ministers of the Council of Europe mem-
ber States responsible for local and regional government at
their conference in Utrecht (Netherlands) in 2009, and reaf-
firmed at their conference in Kyiv (Ukraine) in 2011, with
the approval of the “Kyiv Guidelines” and proposal for an
“agenda in common”, which identifies, as the top priority,
joint action by national governments and local and regional
authorities in responding to the economic crisis.

7. The Congress expresses its concern that the crisis has
had an adverse impact on the financial autonomy guaran-
teed under the European Charter of Local Self-Government
(ETS No. 122), in particular regarding its provisions relat-
ing to financial resources and budgetary authority, equali-
sation, devolution of competences, and consultations with
local authorities on matters affecting them, in particular
local financing. The Congress stresses that the full imple-
mentation of the Charter must be ensured in particular in
this time of crisis, when local and regional authorities face
greater responsibilities in providing services and assistance
to households in need.

8. In this context, the Congress is particularly concerned
about the tendencies for recentralisation of local and regional
competences, forced municipal amalgamations and regional
mergers, imposition of severe austerity measures and fiscal
consolidation rules, and slow-down of decentralisation and
regionalisation processes as a response to the crisis.

9. The Congress shares the position of the EU Committee
of the Regions, expressed in its Opinion of 12 April 2013
on “Devolution in the European Union and the place for
local and regional self-government in EU policy making
and delivery”, that the economic crisis and austerity meas-
ures cannot be used as an excuse to further centralise or
devolve powers without providing corresponding financial
resources, and that the allocation of competences not linked
to corresponding financial resources or to income-raising
powers cannot be used as an argument for centralisation.

10. The Congress is convinced that decentralisation is a key
to better economic performance and growth and that many
local communities and regions in fact did not have enough
means and responsibilities to respond adequately to the
crisis. The five years of the crisis have shown that, while
decentralised economies are no more immune to its impact
than centralised ones, they recover better as they adapt
more quickly to changing circumstances and show greater
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resilience overall. Local and regional authorities know best
the needs and circumstances of their communities, and they
are in a position to act more effectively and to ensure an
optimal use of local resources — not least for reason of better
transparency and accountability to citizens.

11. The Congress is therefore convinced that any crisis exit
strategies must be based on the following principles:

a. recognition of local and regional authorities as key stake-
holders in joint action by all tiers of governance to devise
common responses and to ensure coherence of response
policies and measures as well as solidarity in equitable
burden-sharing, through the process of regular consultations
and dialogue;

b. further decentralisation of competences in keeping with
the principle of subsidiarity, as well as greater budgetary
autonomy and tax authority at local and regional levels;

¢. reviving investment to stimulate employment, innovation
and economic growth;

d. increasing citizen participation in decision making at
local and regional levels through elements of direct democ-
racy, in particular through greater use of new information
technologies;

e. building partnerships with the private and non-
governmental sectors, as well as with other local and regional
authorities in the process of voluntary inter-municipal and
inter-regional co-operation.

12. The Congress notes with deep concern the 2013 findings
of the International Labour Organization (ILO), indicating
that government austerity policies have been accompanied
since 2010 by increasing wage inequalities, in which mid-
dle-income groups’ revenues declined while those of top
salary earners began to grow again, posing a threat to the
social fabric of European societies and increasing the risk
of social unrest, which rose within the EU alone from 34%
in 2006-2007 to 46% in 2011-2012, based on ILO’s social
unrest index.

13. In this context, the Congress supports the position of the
Council of Europe Parliamentary Assembly, expressed in its
Resolution 1886 (2012) on the impact of the economic crisis
on local and regional authorities in Europe, as well as in its
Resolution 1884 (2012) on austerity measures — a danger
for democracy and social rights, and welcomes the recent
recommendations of the European Commission aimed at
shifting the economic policy emphasis from austerity to
structural reforms.

14. The Congress also welcomes with caution reform
measures entailing decentralisation of competences, being
undertaken or planned in a number of member States, while
expressing its concern that they are not always accompa-
nied by the decentralisation of resources to finance new
competences.

15. The Congress further welcomes the 10 recommendations
for regions to overcome the crisis, adopted at the 3rd Summit
on Regions and the Economic Crisis (Paris, 16 May 2013),
organised by the Assembly of European Regions, which are
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aimed at using the potential of future-oriented sectors as a
key for regional economic revival, designing youth-oriented
regional policies to reinvigorate the economy, promot-
ing regional entrepreneurship, assuring more sustainable
regional and local financing, developing socially inclusive
regional economies, regaining citizens’ trust and building
partnerships with other tiers of governance.

16. In view of the above, and in reference to Congress
Resolution 347 (2012) on the right of local authorities to be
consulted by other levels of government, the Congress calls
on European local and regional authorities and their national
associations to lobby their national and, where appropriate,
regional governments to establish mechanisms for regular
consultation and dialogue on developing anti-crisis poli-
cies and measures, in order to ensure coherence of policy
responses to the crisis and to provide their input and innova-
tive ideas, aiming in particular to:

a. obtain greater competences, especially in local and
regional economic policy and social protection areas, and in
particular in the fields of infrastructure, health care, educa-
tion and research, social welfare, and recreation and culture,
including first and foremost an increase in local and regional
tax authority and greater budgetary autonomy, also within
internal stability pacts where appropriate;

b. obtain in particular local tax authority over property taxes
based on statutory real estate values in countries where
this is not yet the case, and reduce the dependence of local
budgets on highly volatile tax bases such as corporate prof-
its and property transactions, using as guidance the 2005
Committee of Ministers Recommendation Rec(2005)1 on
the financial resources of local and regional authorities;

c. ensure a steady level of intergovernmental transfers into
local and regional budgets, without disproportionate cuts,
and a minimum one-year advance notice from national
authorities in cases when such transfers are to be reduced;

d. maintain a balanced mix of intergovernmental transfers
and local and regional taxes to finance local and regional
authorities’ budgets;

e. reinforce the equalisation and regional solidarity systems
among States, and revise national equalisation systems and
programmes to improve burden sharing between different
tiers of governance and to better alleviate the excessive strain
on economically weaker regions and local communities;

f. revise government financing of local and regional levels
to provide a balance between allocations into social sup-
port programmes and investments into projects to stimulate
innovation and economic growth;

g. revive investment in local and regional infrastructure and
generally increase local and regional budget investment as a
priority in order to promote local competitiveness, encour-
age private sector investment and stimulate employment;

h. follow the example of some countries and exclude pri-
ority social services such as health, education and social
protection for vulnerable groups (families in economic
distress, the unemployed, children, young people, people
with disabilities, the elderly) from local and regional budget
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expenditure limits, and exempt them from fiscal consolida-
tion programmes and rules, as well as ensure that vulnerable
groups are well protected and that their opportunities in life
are not diminished by budgetary measures;

i. remove legal requirements which impose expensive ser-
vice provision or make sure that, in cases when central
authorities do impose uniform standards of service provi-
sion at local and regional levels, such as for health care,
education and social welfare, the required expenditure is
matched by national government financing;

J. design special measures and programmes to alleviate the
excessive local and regional debt burden, through a combi-
nation of budget deficit limits and “debt ceilings”, restric-
tions on borrowing and on the issue of municipal or regional
bonds, creation of special funds for dedicated local govern-
ment loans, and the introduction of “debt brakes” to ensure
that local and regional budgets are financed without struc-
tural deficits;

k. make sure that restraints on local and regional govern-
ment borrowing are based on prudential criteria, which
assess capacity for repayment on an objective and non-
discretionary basis, and that every tier of governance is
responsible for financing its own deficits and debt positions;

L. design special measures to deal with the recovery of local
and regional authorities in financial difficulty, including
cases of insolvency, using as guidance the 2004 Committee
of Ministers’ Recommendation Rec(2004)1 on financial and
budgetary management at local and regional levels, and
including the availability of special financial assistance;

m. achieve a balanced level of centralisation of competences
and put a stop to the trend for recentralisation of compe-
tences towards central authorities and for slowing down
decentralisation and regionalisation processes;

n. put a stop to forced amalgamations at local and regional
level while encouraging and facilitating voluntary inter-
municipal and inter-regional co-operation aimed at sharing
administrative resources, service provision and procurement
between adjoining authorities;

0. make sure that decisions on territorial reforms, includ-
ing on the creation of new tiers of governance or abolition
of existing ones, are taken only after consultations with the
authorities and citizens concerned, and promote a regional
governing guideline, allowing regions and local communi-
ties in general to directly manage their development policies.

17. The Congress welcomes the strategies and measures
already developed by local and regional authorities in
response to the crisis, and further calls on local and regional
authorities to:

a. in partnership with local and regional economic actors
including banks, business enterprises and research and train-
ing institutions, develop a shared vision of economic oppor-
tunities and a strategy for the economic development of the
community, aimed at reviving investment in infrastructure
and environmental quality to promote competitiveness,
encourage private sector investment and stimulate employ-
ment, and paying particular attention to the development

potential of future-oriented sectors such as the green econ-
omy, e-health and creative industries;

b. increase citizen participation in decision making by intro-
ducing elements of direct democracy, including through
greater use of new information technologies, regular con-
sultations with citizens and their associations, and the use of
participatory budgeting;

concerning efficiency savings:

c. develop stronger inter-municipal and inter-regional
co-operation to benefit from economies of scale by seek-
ing efficiency gains through shared service provision and
administrative costs as well as through joint procurement,
and to facilitate labour mobility, cross-investment and busi-
ness networking;

d. devise procedures to increase transparency in public pro-
curement and other uses of public funds through, for exam-
ple, online competitive bidding, electronic auctioning, the
use of benchmarking to restrain expenditure, etc.;

e. to develop, at regional level in particular, competition
between regions, using as incentives tax rates on income
and profits, supply policies and service delivery costs, to
increase effectiveness and efficiency of public spending;

f- seek efficiency savings through innovation and greater use
of new technologies by, for example, computerising public
services, ensuring online service provision and developing
e-governance in general;

g. pay particular attention to investing in energy efficiency
and developing strategies for cost-saving energy uses;

concerning business development:

h. give priority to promoting local and regional entrepre-
neurship and providing assistance to enterprise develop-
ment, in particular to small and medium-sized enterprises,
as well as support to youth entrepreneurship, in accordance
with paragraph 9.c of Congress Resolution 346 (2012) on
youth and democracy: the changing face of youth politi-
cal engagement through, for example, simplified adminis-
trative procedures for setting up a company, assistance to
new enterprises during the start-up process, development
of micro-credits, tax exemptions or discounts, interest rate
subsidies, employment subsidies, lease of business incuba-
tor premises, and free or subsidised provision of land and/or
utility connections;

i. develop policies and projects aimed at the regeneration of
disused public areas;

J. increase allocations to vocational training and apprentice-
ship which focus on digital skills, especially for young peo-
ple who continue to face difficulties in accessing the labour
market, so as to improve employability, the skills base and
thus competitiveness;

concerning fiscal policies:

k. take measures to increase their own taxes or fees (when
they have sufficient autonomy to do so), and further increase
revenue by fighting tax evasion;
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L. improve the administration of property taxation and main-
tain local and regional taxes on business enterprises, while
making sure that their rates do not exceed those of personal
taxes;

concerning social responsibilities:

m. use good practices in cutting employment costs, but not
employment, thus avoiding layoffs, including through sal-
ary cuts, pay or vacancy freezes, fewer work hours or aban-
doning bonus payments, among others, while respecting
the provisions of the Council of Europe’s European Social
Charter (revised) (ETS No. 163) with regard to employment
rights;

n. take great care when closing underused service institu-
tions so as to avoid adverse social consequences (for exam-
ple, in cases of rural schools or minority language schools);

o. give consideration to targeting social assistance subsidies
for the provision of public services to those most in need,
by applying means tests and allocating subsidies directly to
households and individuals based on their financial means,
rather than to service providers;

p. also give consideration to using community care rather
than institutional care for the elderly and people with dis-
abilities, with the support of voluntary and family carers
and non-governmental organisations active in community
care, while ensuring that carers are able to balance work,
private life and caring responsibilities and are protected

from exploitation and discrimination, in line with the provi-
sions of the Council of Europe’s European Social Charter
(revised);

g. increase partnership with the non-governmental sector,
in particular organisations involved in specialised forms of
social and health care, through special partnership agree-
ments for service provision.

18. The Congress instructs its Monitoring Committee to con-
tinue including in its monitoring and post-monitoring activi-
ties the question of the impact of the economic and financial
crisis at local and regional levels, and in particular its con-
sequences for the effective implementation of the European
Charter of Local Self-Government, and to address this issue
in its draft recommendations to national governments.

19. The Congress further instructs its Governance
Committee and its Current Affairs Committee to keep the
question of the impact of the economic and financial crisis
and responses at local and regional levels under constant
review, and to ensure the dissemination of relevant good
practices to local and regional authorities, including through
their European and national associations.

1. Debated and adopted by the Congress on 29 October 2013, 1st Sitting
(see Document CG(25)5, explanatory memorandum); rapporteurs:
Barbara Toce, Italy (L, SOC), and Svetlana Orlova, Russian Federation
(R, EPP/CCE).
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