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An important issue is political power and the political body in a city district. Almost 
in every city with decentralised management the citizens elect or the city council 
sets up a district council. In the latter case, the composition of the district council 
reflects the political composition of the city council. The essential question, without 
a doubt, is whether setting up the district council will increase the interest of the 
people of the district in solving the problems of their area. For example, in Tallinn, 
city district councils are established by the City Council based on the results of the 
municipal elections, and the candidates receiving personally the most votes in the 
district are appointed to the district council provided their party exceeded the elec-
tion threshold of five percent.

There are at least three different ways to elect the city district leader (district 
mayor):

1. The district mayor is elected directly by the people.

2. The district leader is elected by the district council.

3. The district leader is appointed by the city government (the executive body).

The essential question is – to whom is the district leader accountable? The size of 
the district council also varies. In certain cities, all district councils have an equal 
number of members. Most cities, however, take into consideration the number of 
population of the district when establishing the size of the district council. There are 
also two possible ways. One, the number of district council members has been pre-
scribed (Bratislava 9-40 members), or two, the number of district council members 
is established prior to municipal elections depending on the number of population of 
each district. In Tallinn, the number of district council members is calculated as 
follows: twice the number of City Council members elected from the district, which 
depends on the number of population of the district, plus one.

There is an important question – does decentralisation cancel efficiency? There 
are a number of myths about public administration and its reforms, and one of the 
myths is that the result of decentralisation is less efficiency (Randma and Annus, 
2000: 139).

A significant indicator of decentralisation, incl. fiscal decentralisation, is the 
proportion of city district budgets in the city budget, and to what extent within the 
district budget limits they can take political decisions. Making comparative calcula-
tions in this field is extremely complicated and requires a separate study.

4. Economy of the Capital City and its Position in the Economic Environment 
of the Country

As a matter of fact, there are two large problem areas. One area concerns the eco-
nomic activities of municipalities themselves, i.e. budgeting, providing public ser-
vices etc. In case of providing certain services in areas such as public transport, 
waste management etc that requires regional co-operation and the parties may not 
be interested in voluntary co-operation, appropriate legislation has to be passed to 
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ensure provision of undisrupted services. Another area concerns the position of the 
capital city in the economic environment of the region and the country as a whole.

For example, two thirds of the country’s GDP is generated in Tbilisi (Losaberidze, 
2006), the GDP of Praha is more than double that of the Czech Republic as a whole 
(Pomanac, 2006) and 56% of the total GDP of Latvia is produced in Riga (Vanags; 
Vilka, 2006). Almost 93% of all Azerbaijan state budget income provides the capital 
Baki. Chisinau Municipality collects almost 37% of all local fees and taxes raised in 
the country, and produces almost 60% of the GDP (Munteanu, 2006). Although 
almost 30% of the population of Estonia lives in Tallinn, the capital city gives almost 
half of the country’s GDP and, what is even more radical, 75% of foreign invest-
ments have been made in Tallinn and the county surrounding the capital city (Harju 
County). The role of the capital city, usually a metropolis, as an economic engine of 
the region and the whole country is significant. A comparative study of this aspect is 
quite complicated. Generally, the data is available up to NUTS III level but, for 
example in Estonia Tallinn together with the surrounding Harju County belongs to 
the NUTS III level etc. 

It would be necessary to compare city budgets and especially budgets per 
capita. Unfortunately, it is a rather hopeless attempt based on the data available on 
the homepages of the capital cities, although the results of the attempt are shown 
in Table 9.

Table 9. Data on budgets of some capital cities 

The homepages of the cities contain data on different years but - this is even more 
important – it is generally difficult to establish whether budgets contain but revenue 
generated from their own revenue base or include also allocations from the state; 
loans have a significant impact on the budget etc. It is not easier to make a com-
parison of the structure of revenue and expenditure. 

The position of the capital city in the state human habitation, economy and pub-
lic administration should also shape the urban policy of the corresponding country. 

2007

2007

2007

2007

2007

2006

2007

2007

2007

2004

2006

2008

3,850 leu

497,200 forint

1,093 leu

3,330,210 ruble

422 latt

618 leev 

6.026 kuna

  6,625 kroon

570 lari

6,794 leks

821litt

9,740 zlott

1,041

1,954

67

979

600

316

829

423

250

55

238

2,811

542

1,152

112

554

824

281

1,057

1,056

228

160

439

1,653

Bucureşti

Budapest

Chişinău

Minsk

Riga

Sofija 

Zagreb

Tallinn

Tbilisi

Tiranë

Vilnius

Warszawa

Capital city Year Data on budgets
(million in national currency)

Data on budgets
(million EUR)

Data on budgets  
per capita (EUR)
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Apparently it is not additionally necessary to accent that this arises from the special 
status of capital cities. Nevertheless, one can add that  in the 47th Annual Conference 
of the Union of Capitals of the European Union (UCEU) held in Tallinn in autumn 
2007 a Declaration was adopted in which the participating 21 capital city leaders 
confirmed that: “European Capital Cities are not merely seats of government, but 
are the cultural and economic centres of Europe, vessels of cultural identity, and 
places to live and work for tens of millions of some of the most productive and cre-
ative European citizens.” Alas specifically in the transformation countries urban 
policy is in the phase of the beginning of elaboration. The foregoing has found proof 
among other things in the 2004 Resolution of the European Parliament “On the 
urban dimension in the context of enlargement” draws attention “to the great dis-
parities in terms of urban policy between the 25 Member States, particularly as a 
result of the enlargement to include 10 new Member States, which often have no 
clear and comprehensive urban policy at national or regional level.” (European, 
2004). Undoubtedly the foregoing goes for all transformation countries. The analy-
sis of the capital cities especially done by public administration should significantly 
widen and deepen.

Conclusion

The Central and Eastern European and Caucasus Countries Region for the purpose 
of the present article is the area covering 23 countries. The total Region is 6.7 mil-
lion km2 (60% of the territory of Europe and Caucasus) and their combined popula-
tion is 315 million people (40% of the total population of Europe and Caucasus). 31 
million people live in the capital cities of the Region and that is 10% of the popula-
tion of the Region. 

Four groups of capital cities have been distinguished, depending on whether and 
how national legislation regulates the issue of the capital city:

1. The constitution establishes the capital city

2. There is a special law on the capital city

3. The status of the capital city is provided in a separate chapter, section or 
 sections of the law on local self-government

4. The capital city is treated in the law on local self-government like any other 
local government.  

The problems of management of the capital city have been divided into three groups:

1. Relations with the central government

2. Relations on the horizontal level and regional co-operation

3. Internal relations of the city, including decentralisation.
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Election of the mayor and the mayor’s position in the city organisation differs. The 
countries have been divided into three groups: a) the mayor is elected directly by the 
people; b) the mayor is elected by the City Council and he/she is a Chair of the City 
Council or c) he/she cannot be a member of the City Council.

Mostly city districts are units with relatively limited self-gevernmental rights, 
frequently they are just units serving administrative tasks without having any politi-
cal council.

From the point of view of economy two big groups of problems are analysed: 

1. The role of the capital city in the economy of the country 

2. Economic activities of the capital city as a local government itself (municipal 
revenue and expenditure, delivery of public services etc.). 

The capital cities are generally economic centres of their countries and regions hav-
ing a leading role in innovation. The economic policies of those countries should 
take it into account. The lack of objective assessment of the role the capital city has 
in the economic area is also caused by the fact that, so far, urban policy, that has 
become one of the most significant aspects of regional policy in the European 
Union, has not been studied. It is of little consolation that, in the 2004 adopted reso-
lution of the European Parliament on the urban dimension, it is pointed out that no 
new member state of the European Union has a clear and comprehensive urban 
policy at national or regional level. 

The comparative analysis of the capital cities can be used for regulating the legal 
status and management models of capital cities and for formulating the urban policy 
in the Central and Eastern European and Caucasus Countries.
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