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Abstract:

Integration in the European Union provides to theriber States new opportunities for financial resear
for the financing of local development projectghie form of structural and cohesion funds. From pleespective of
local authorities in Romania, the time of the stunal funds brings with it new management rulesolawng a big
degree of managerial capacity of the developedchvis a consequence of the implementation of timeipte of local
autonomy, but most of all, its component, finaneialonomy. Access projects from the structural $uimyolves an
extending process that is not visible as the Iqualic finance reform, for the purposes of carryiogt planning
budget-based programs, monitoring financial perfante indicators at the same time as those of implaetresult ,of
what happened in the plan with concrete activiagsninistered under programmes for funding. To emsuhigher
percentage of co-financing involves the need tatifle alternative solutions for local budget revesu Also, local
public authorities must take into account the intpoce of appropriate training of personnel (civérgants and
employees of the contract) in order to be abledweas and manage appropriate money from the snaldiunds.

The paper aims to establish the regulatory framévairlocal autonomy at the international and natiblevel
and analyze financial resources from the structusald cohesion funds, attracting attention to théeron the
strengthening of the administrative-territorial tsmautonomy.
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INTRODUCTION

The existing process of decentralization and thaif@station of local autonomy generates
the involvement of local authorities in the implaertaion of local public investment, in the light of
the exclusive powers entrusted to them, and theisyéed to ensure the sources of funding. At the
same time, the membership of the European Uniominex) local restrictions but also offers
additional opportunities for obteining resourcedinance local projects. The role of the structural
and cohesion funds is more obvious the local aiitésrare able to achieve a good management of
the management of funds, since they take the fofrralternative sources of funding the local
budget.

The paper wants to provide the conceptual and legatessions of local autonomy, and
then to submit structural instruments, as the @irat funds (European Regional Development
Fund and the European Social Fund) and the Cohésiod, as well as the actions supported by
EU funds. In the end it will do an analysis of @igsorption of funds by the Member States of the
European Union, focusing on Romania, in particular.

The framework of this paper is based on a set séaeh books in the field of public
administration and local government finances, asiglgf the legal framework of the autonomy and
supposes the research of a series of documente diduropean Commission, of the Ministry of
regional development and tourism.

INTERNATIONAL GUARANTEE OF LOCAL AUTONOMY
At the international level, local autonomy is peved differently, as in history, it
represented an area reserved exclusively for retioompetences, to the discretion of State

sovereignty, by reservation only local autonomysloet violate the General principles and other
accepted rules of international public law. At tbenstitutional level, the principle of local
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autonomy was entered in general, with referencéh@olaw to regulate the forms, conditions and
limitations. Basically, each country has adoptgxhsicular form of local autonomy self-regulation,
pertaining to the historical conditions of statenfation, structure, forms of government, coloration
of the population, traditions and aspirations tizens. Thus, countries such as Denmark, Belgium,
United Kingdom of Great Britain and Northern Iredatioes not use explicit term local autonomy,
but countries such as Romania, Greece, Luxembdipgin, Portugal have established in their
fundamental legislation the principle of local amaey. But all forms of local autonomy presume
the idea that it is not only a barometer of demogrdut also the most effective combination to
ensure coherent development strategies and natiesauirces with real possibilitieg (Dasdilu,
Elena-Doina,2006)

International self-regulation of local autonomy hag trends [2] (Popea#ig Gabriel,
2002). The first trend refers to the concern oté&xtdo integrate local autonomy in the context of
democratic principles, the participation of localntmunities to assert their own interests, and in
this sense it was following Henri Oberdoff assertitthese different constitutions in Europe, by
their decentralized approach, authorizes the floweonf a Europe sister, complementary, of a
Europe of the community of States" [3] (Oberdoffertii, 1993). The statement highlights the
character of the European territorial autonomy tame decentralization, complementarity and the
community of States.

The second trend refers to the shaping of the lacénomy concept by adopting the
"European Charter of Local Self-government” in Siturg in 1985. Thus, European recognition of
the importance of local autonomy was originally lensed by the European Framework
Convention on Cross-border Cooperation of Ter@icd@ommunities or Authorities, and from 1985
through the European Charter of Local Self-govemmmmultilateral legal instrument adopted by
the Council of Europe, which entered into Romanagislation since 1997. According to it, "by
local autonomy means right and actual capacityheflocal public administration authorities to
address and manage, within the law, in its own nantein the interest of the local population, an
important part of public affairs" [4] (Law No. 19997). If the first treaty regulate the external
dimension of local autonomy only, stating that omhe particular aspect, cross-border cooperation
and not the whole area of cross-border cooperdti@nEuropean Charter of Local Self-government
is the common reference document the most com@ete most useful to the defence and
strengthening of local autonomy.

In March 2009, the Council of European Municipabtiand Regions adopted the European
Charter on Local and Regional Services of Genatakrést, which aims to be a tool for compliance
with the implementation of the principles of los&llf-government, subsidiarity and proportionality,
starting from the idea that Europe needs requiresm@ local and regional authorities, democratic,
free to make decisions on their local serviceheinterests of citizens. The Charter stipulatés [5
that the principle of local and regional autonomyhie cornerstone of local systems of governance
by filling out the principles of subsidiarity andgportionality.

THE LEGISLATIVE FRAMEWORK OF LOCAL AUTONOMY IN ROMA  NIA

In the article 120, the Constitution enshrining tbheal autonomy principle after that is
organized and operated public administration in iathtnative-territorial units. However, given the
unitary character of our state Constitution engwirthe principles of decentralisation and
deconcentration of public services. The fact thasé principles are contained in the same article
demonstrates that these principles act simultaheand the requirements of their intertwining sa@
ensure, on the one hand, local autonomy, and,eoottier hand, the unitary leadership of the country

These principles are stipulated in law and pubtienmistration [6], together with the
principles of eligibility of local authorities, ledj and consultation of citizens in solving local
problems of special interest.

Almost identical to the European Charter of Localf&overnment, local government law
stipulates that “local autonomy means the right affeictive capacity of local authorities to resolve
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and manage on behalf of and in the interests @l loemmunities in which they represent, public
affairs, under the law" [7]. Then, set the contesftéocal autonomy, specifying that it is only the
administrative and financial [8] and local autonomggarding local self-organization, the
functioning, competencies and responsibilities, vasll as management of resources which,
according to the law, belongs to the communes, temmicipality or county [9].

The content of local autonomy, can be differenernptetations of the legislative framework
so that it can be extended to cultural and terat@utonomy, which appears by default. Cultural
autonomy is reflected by the fact that the tenateadministrative units where citizens belonging t
national minorities and have a share of over 20%efinhabitants, local public authorities, public
institutions subordinated to them and deconcensateices ensure the use of dealings with them
the mother tongue [10]. The territorial autonomytb& communes, cities, municipalities and
counties is established by law, so that the puddimain local communes, cities and municipalities
consists the following goods [11]: roads, vicinad astreets; commercial, public markets, fairs,
public parks and enterteiment areas, lakes andhbeabat are not declared in the public interest;
the national or regional networks, water supphjitséion, heating and treatment plants, waste
water, with installations, buildings and land; teed and buildings in that the local Council and
Mayor's Office, as well as public institutions otél interest, such as theatres, libraries, musgeums
hospitals, polyclinics and the like; social housistptues and monuments, unless they have been
declared national public interest; riches of angdkof subsoil, unless they have been declared
national public interest; land use, if you do netdmg to the private area of the State and are the
property of individuals or legal persons under gré/law; municipal and communal cemetery.

FINANCIAL AUTONOMY

In the light of this research, it is necessary thieve an approach more concise of the
content of local autonomy in terms of financial@admy. Thus, it falls in the field of the local
public finances, where financial autonomy has wsthblished its place as the condition and then
as a form of local autonomy. The definition of tharopean Charter of Local Self-government
reflects that local autonomy, as a concept, mayhagé support in practice than to the extent that i
is accompanied by a real financial autonomy. Moegpthe researchers when talking the autonomy
on different plans, stating that the autonomy matybe real, effective, without the presence of the
autonomy in finance, material and human, localgeifernment with own servants, domain (public
and private), financial autonomy, particularly errs of setting and collection of taxes and the
existence of its own budget.

A definition given autonomy in financial terms Isat local autonomy involves the right of
local authorities to have cash resources, to @ ind manage to perform the duties prescribed by
law, to prepare the budget, to monitor implemeatatf the budget called financial autonomy [12]
(Voinea, George, 2008).

Financial autonomy is realized by disposing of isight resources to ensure their expenses
and at the same time to ensure achievement of tateed powers. Freedom to manage, financial
and fiscal autonomy are associated as a cocktailsoccessful decentralization [13].

The literature indicates two cornerstones of clmancial autonomy: on the one hand, the
empowerment of local communities (may decide thérese with reserves of legality, can assume
responsibility), on the other hand, the freedommainagement as financial autonomy suggest an
independence of the community vis-a-vis vis-a-Vie state. Hélene Pauliat concluded that the
claims of financial autonomy is rather the preragabf rich local community.

Agnes Sauviat [14] states that the financial autoy@f local communities is one of the
basic conditions of real freedom of administratimn the extent that it is not a way to say
independence but requires the state to ensurditstatnd sufficient resources to enable the local
authority to exercise fully decentralized and ralavskills.

Francois Labie [15] (Voinea, Gheorghe, 2008) bele that financial autonomy is
dependent on certain conditions, as following:
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= Jocal public administration authorities should haie own cash resources sufficient to
achieve the tasks provided for by law;

= J|ocal public administration authorities should dewed to determine their own revenue
and expenditure and to develop forecasting budgets;

= central administration authorities should to ex@rccontrol over how regulations and
administration of local public affairs.

Legal and financial autonomy is materialized ia thrmation of local public administration
authorities as separate legal entities with th&mn dudgets, regulatory sovereignty in financial
management and without control of the central adtration [16] (Voinea, Gheorghe, 2008).

The size of the financial side of the local autogois1 dependent on the delimitation of
competences of local public administration authesiin providing public services, diversity and
guality of public services, development programshef administrative-territorial units, the income
levels of administrative-territorial units, improygg management of expenditure from local budgets.
The financial aspect is an important componentogal autonomy, exercising influence on the
ability of local public administration authoritieiecision [17] (Voinea, Gheorghe, 2008).

Local Public Finance Act [18] of Romania define® tterm local financial autonomy
through the administrative-territorial units right sufficient financial resources that local
government authorities may use the exercise obake and within the limits of law and to ensure
powers of local government authorities in settiages.

EU INDICATIVE FINANCIAL ALLOCATIONS

Proiectele Uniunii Europene impiicrigoare, cunogerea condiilor de cheltuire a
fondurilor, transparga. Politica fundamentala UE este Politica de Coeziune Econaimgc
Sociak, a @rei implementare se realizeéagrin intermediul a trei instrumente structurgieanume
fondurile structurale (Fondul European pentru Déiave Regional si Fondul Social European)
Fondul de Coeziune. Aanile finartate din aceste fonduri precuincategoriile de State Membre
eligibile sunt prezentate in tabelul 1.

The European Union Projects involve thoroughnesmwkng the conditions for the
spending of the funds, transparency. The EU funaéah@olicy is Economic and Social Cohesion
Policy, whose implementation is carried out throudphee structural instruments, namely the
structural funds (European Regional DevelopmentdFand the European Social Fund) and the
Cohesion Fund. Actions financed from these fundeeltas categories of eligible Member States
are given in table 1.

Table 1. Member States eligible and actions suppatl by EU funds

EU Funds Actions supported Eligible criteria

Cohesion -Infrastructure projects for transport-road traffiailways, inland waterways, The EU Member

Fund civil air transport, etc. States whose GNP per
-Environmental projects - energy efficiency, renbl@aenergy and transportcapita is less than 90%
projects of the EU average

European | -Direct Aid for investments in enterprises (empbBasn SMES) to createAll 27 EU Member

Regional sustainable jobs States

Developmen -Infrastructures for research and innovation, wmi@munications,

Fund environment, energy and transport

-Support through financial instruments, such astwencapital funds, local
development funds, etc. for regional and local tpraent and fostering
cooperation between cities and regions
-Technical support

European | -Lifelong learning and the adoption of workers @amderprises All 27 EU Member
Social Fund| -Integration of unemployed women, and immigrantshanlabor market States

-Integration of unemployed women, and immigrantshanlabor market
-Reforming the education system and improving huoegital

Source European Commission
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For 2007-2013, the objectives of intervention & Economic and Social Cohesion Policy
are as following:

- Convergence - the regions where the GDP peraapiess than 75% of the EU average (funded
by the European Regional Development Fund, thefggao Social Fund and the Cohesion Fund);

-- Regional competitiveness and employment - fgiaies not eligible for Convergence objective
(funded by the European Regional Development Funaddtlae European Social Fund);

- European territorial cooperation - for regionsuties and transnational areas (funded by the
European Regional Development Fund).

In terms of local public authorities and areas edponsibility at the level of the county
councils and town halls, it is important to bear mind Regional Operational Program and
Environment Sectoral Operational Programs anddothfe development of administrative capacity.
Also, for the Sectoral Operational Program for é&ging Economic Competitiveness there is
priority objective, the potential of IT in the piblsector (public administration), and for the
Sectoral Operational Program Human Resources Dewelot, local public authorities may apply
individually or as partners of any non-governmeraadanizations, for the purpose of social
inclusion of vulnerable groups.

In the light of their level of economic developmenew EU members, among which
Romania can benefit from resources in all threegates of funds. Of these, for the period 2007-
2013, Poland has allocated the largest amount §87tRillion euros, approximately 19.37% of
total), followed by Czech Republic (7.68%) and Hairyg(7.28%) ( Figure 1).
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Figure 1. Cohesion policy 2007-2013: Indicative famcial allocations for the new EU countries

(million, current prices)
Source European Commission

Structural and Cohesion Funds allocated to Roméoiahe period 2007-2013 is EUR
19.668 hillion (5.66% of total), of which 12.661llioin allocated by the Structural Funds under the
"Convergence" objective, Euro 6.552 billion areoedited to "European Territorial Cooperation”
Objective. The breakdown by operational programmgshe total aggregate Structural Funds
contribution corresponding to the "Convergence"eotiye of the Cohesion Fund highlights the
importance of the priority given to the transpomfrastructure (23.8%) and the environment
(23.5%) (Figure 2). o
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Figure 2. Estimated allocation on operational progams for Romania in the period 2007-2013
Source National Strategic Reference Framework (RNSRE)728013

206



The Annals of The "Stefan cel Mare" University of Suceava. Fascicle of The Faculty of Economics and Public Administration Vol. 10, No. 1(11), 2010

Resources from the Structural and Cohesion FundbseoEuropean Union represents an
opportunity for new Member States, allowing themntajor public investment projects, without
increasing ordinary budgetary resources and witladigcting the consolidated budget balance.
Unlike local loans, they are not refundable andmerest accrues. However, several issues must be
considered. Firstly, the rules on the Structural @ohesion Funds impose the need for cofinancing
by the Member States. The maximum amount of thdribomtion of the EU is established by
Council Regulation No. 1083/2006, in accordancenwiite EU's financial perspectives for 2007-
2013.

Romania can benefit from a maximum rate of 85%Community funding for all three
funds: European Regional Development Fund, Eumo@erial Fund and Cohesion Fund. RNSRF
allocation within intervention "Convergence" objeet needs a co-financing estimated at 5.07
billion euros, supported from public sources (2f3tatal co-financing), as well as from private
sources (1/3). Co-financing will be chaired by theblic of the State budget by the Romanian
Government and from the local budgets of publihatities which will apply the structural funding
instruments. In view of the low financial capacay many local authorities to ensure such co-
financing, the Romanian Government decided to redascfar as possible, the contribution of the
local budget. Thus, the principle that will apply ¢perational programmes is that whereby the
cofinancing of the local budget for a project vioé generally 2% of the eligible except for income
generating projects. Therefore, the contributiofooél budgets is less than 5% of the total nationa
cofinancing.

Secondly, especially in the case of new EU Mengiates, although volume commitments
the structural and cohesion is considerably, anomamt issue is the low absorption capacity,
mainly as a result of inadequate inadequate regyland institutional framework.

Another important aspect is information that isessary to know and analysed by the local
public authorities, as beneficiaries, but also tieafuire further explanation at the level of ceintra
public authorities as the management authorityo Atsother problem is the types of expenditure
considered as eligible expenditure for projectsnstted. For example, the Regional Operational
Programme states that: "an expenditure co-finane@tlin the framework of the Regional
Operational Programme may no longer receive fundimgler other Community financial
instrument” [19]. This means that it must be anadyslearly if they are included in this connection
the total volume of expenditure and co-financingdach priority axis (see Figure 3), or for some
of the priority axes (e.g. County roads rehabilitat and modernization) or for a specific
intervention (e.g. county roads connecting theomati network of roads). Also, some operational
programmes such as transport and the environmenfireanced by the two types of funds: the
European Regional Development Fund and the Cohesiomd, so should be considered the
diferences priority axes inside these programsaifmeral funding (for example the co-financing,
eligible expenses, etc.).

An important role in the strengthening of local@wmy, as applicability , has the Regional
Operational Programme 2007 - 2013 (REGIO) as aroiitapt instrument for implementing the
national strategy and regional development policidss is applicable to all eight development
regions of Romania. The general objective of thgi&®®al Operational Programme is to "support
and promote local sustainable development, botmawoacally and socially, in the regions of
Romania, by improving the infrastructure and bussnenvironment, supporting economic growth”.

The Regional Operational Programme is funded bygean Regional Development Fund
(ERDF). It supports EU regions have a GDP per admiow 75% of EU average.

The total budget allocated to the Regional Openatid>rogramme is approximately 4.4
billion euro in the period 2007-2013. EU funding approximately 84% of the Regional
Operational Programme budget. The rest comes flatmamal public funds, co-financing (14%) and
private co-financing (2%). Distribution of the fusiés done on the priority axes of the the Regional
Operational Programme. Each priority axis has beoctated a specific budget and includes a
number of key areas of intervention aimed at achgedevelopment objectives (table 2).
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Table 2. Regional Operational Programme funds distbution on the priority axes

Priority axes Objective Percentage allocated to the budget| of
Regional Operational Programme
1: Supporting the Support for the development of cities in order to| 30% of the budget allocated to the
sustainable increase quality of life and creating new jobs. Regional Operational Programme
development of citiest
poly urbans growth
2: The improvement of Support for rehabilitation and upgrading of count30,35% of the budget allocated to the
the regional and local roads, city streets, including ring roads Regional Operational Programme
transport infrastructure
3: Improving social Support for the improvement of infrastructure antb% of the budget allocated to the
infrastructure social services, health and public safety | iRegional Operational Programme
emergency situations; upgrading educatignal
infrastructure
4:  Supporting the Funding for the development of business suppdri% of the budget allocated to the
development of structures, industrial rehabilitation centresRegional Operational Programme
regional and local supporting micro
business
5: Sustainable Support for the restoration of the cultural-histafi| 15% of the budget allocated to the
development and heritage and modernise the tourism infrastructpiRegional Operational Programme
tourism improve the quality of the infrastructure of natura
areas which might attract tourists.
6: Technical assistance  Support for transparenteéindtive 2,65% of the budget allocated to the
implementation of the Regional Operational Regional Operational Programme
Programme

Source Regional Operational Programme, Ministry of RegiobDevelopment and Tourism

O Sustainable development of cities

3$ B The improvement of the regional and local trangport
infrastructure
O Improving social infrastructure

O Supporting the development of regional and loch

17 business
B Sustainable development and tourism

O Technical assistance

2023

15 35

Figure 3. Allocation of Regional Operational Programme budget , priority axes for the period
2007-2013

Source Regional Operational Programme, Ministry of RegiobDevelopment and Tourism

From the perspective of the beneficiary, therenseatire institutional mechanism to be
driven by a phased until such time as the contesigned by each authority management with
each Town Hall/County Council that has an apprgwagject of the structural funds. These steps
may take a considerable time, which results in lldmadget planning implications, providing
sufficient sources of funding for when the managmghority shall take a final decision on the
projects financed. Accessing EU funds by local atities have the following simplified scheme of
financial flows (Figure 4)
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Figure 4. Financial Flow of Structural and CohesionFunds in Romania

Source Absorption of the structural funds in Romaniaculment prepared by the Institute for Public Policy,
Romania, 2006, p. 54, after Reference Nationat&jra Framework 2007-2013, Romania

ABSORPTION OF THE STRUCTURAL AND COHESION FUNDS
The calculation of the absorption rate takes irtcoant only the amounts refunded, as a

result of carrying costs, not the payments madadivance. In the first two years after accession to
the European Union of the ten Member States in 20@4rate of absorption of EU funds remained
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in most of them well below the desired level (PdlaHungary, the Czech Republic). Only Latvia
has progressed satisfactorily. And Romania facedstéime problem in 2007. According to a study
published by the National Bank of Romania in Ma2€l98, the degree of absorption of EU funds
after the first year of Romania's accession toEheopean Union was approximately 32.7%, less
than half. Countries such as Hungary and Polaneé hesorded a rate of absorption of 42.9% and
42.8%. In these circumstances Romania becamealityrghe net contributor to the EU budget.

As a result of a survey conducted by Structuralgtidimg Group [20] on a sample of 3324
people (of which 62.31% are part of the businesd, the rest being involved in consulting and
management, representatives of institutions, N@@d,people in education and research) on issues
which may arise in the management of the structurads in Romania, it was found that 29.91% of
the respondents consider that excessive bureaudsatiye biggest problem in managing the
structural funds in Romania. A second problenhéslack of capacity of beneficiaries to finance or
co-finance projects (15.16%). From our point ofwjighis second problem is actually the most
important, the administrative-territorial units leamo income to provide co-financing, especially
financing the repayment in full feather.

A similar proportion of 15.1% of respondents indé&cahe lack of transparency in the
assessment and selection of projects. of respondmriteve lower expertise in writing project
beneficiaries is a major obstacle in managing thectural funds. 11.76% of the respondents are of
the opinion that insufficient information on opparities for funding from the structural funds is a
serious problem.

The procurement procedure, 6.65% considered thatois, and wrong implementation
represents a problem for 5.63% of the participantke survey. The last major challenge identified
by 3.61% of the respondents is centralizing theagament of funds at the level of ministries.

5.63 3.61 O excessive bureaucracy

B lack of capacity of beneficiaries to
finance and co-finance projects

Olack of transparency in project
evaluation and selection

O poor experience of beneficiaries in
writing projects

B poor information

11.76

12.

15.1 O procurement procedure
B wrong implementation

O centralizing the management of funds
at the level of ministries

Figure 5. Major problems faced by Romania of EU fuds absorption

CONCLUSION ON THE ROLE OF THE STRUCTURAL AND COHESI ON FUNDS
IN THE STRENGTHENING OF LOCAL SELF-GOVERNMENT

Faced with a reform process specific to mainlandope, whose characteristic is the
decentralization of public services, administratiggitorial units are in a continuous search for
resources, due primarily to the existence of the lgetween the transfer of responsibilities and the
transfer of resources and public needs, this datlsa large investment. In the European context,
local public investments acquires a particular imgace, especially for the new Member States of
the European Union, from Central and Eastern Eutopeatch up to support real convergence
program.

In this context, the significant investment finargineeds in the European Union but also
internationally, turns out to be "one of the masiportant challenges of the millennium” [21]
(Katherine Sierra, 2005).

Accessing the structural and cohesion funds isaltref the implementation of the principle
of local autonomy and an attribute of the admiaiste-territorial units. However, access is not
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easy, because it can be done only in circumstandese the local budgets are solvent, and,

moreover,

demonstrates high financial credibil@redit appears in the conditions under which

own revenue collected by the local budgets are 60&6 of total revenue. Most Member States of
the European Union have tried to provide local aaty as possible, so that they can collect their
revenue as large as possible.

Once accessed structural and cohesion funds, mramunities may solve an important

part of pu
Thus, the
extremely
particular,

blic affairs, realizing a process publigestment that may become a source of income.
role of the structural and cohesion fuindthe strengthening of local autonomy is one
important; in addition being an altermatsources of funding the local budget, is, In
tools for achieving and consolidatealcautonomy.
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