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Abstract

The report of Athens assesses the features of thmecipality’s fiscal problem, making a
reference to the socio-economic context of the aitg its political leadership. Based on a
gualitative evaluation of data, stemming from iatews of the main stakeholders
(politicians, CEOs, CSOs representatives) and fifmenanalysis of documents in the press,
political parties programs, municipality press askes and others, the report examines the
differentiated causes of the debt problem and #mspective consolidation measures
implemented. The analysis proceeds with the impacal political leadership on input,
throughput and output legitimacy and the leaderstyijes exercised in Athens.

1. Introduction

The Athens case study report presents a summéng afiain findings on fiscal consolidation
measures implemented in the municipality of Athienthe period 2011-2013. It is based on
three types of sources: statistical data and indtion from secondary sources on the
socioeconomic and political context of the city62@xts from the press and the municipality
(newspapers, press releases, Municipal documentshe period 1997-2014, and 9
interviews with actors (June- October 2014 and M&©15), who have an important role
and say in the municipal fiscal problem. The iniemed actors are: the Mayor, the General
Secretary, the Mayor’s Financial Counselor, 2 Cdarg of the opposition (one of them
being the Ex-Vice Mayor for Fiscal Matters), 1 irer of the financial dpt. of municipal
administration, 2 journalists of the national presgsorting about municipal affairs in Athens,
1 journalist of the municipal radio station.

The second and third parts of the report refeh#osibcio-economic and political context of
the city and the emergence of the municipal “deB#rts four and five present the actors’
perception and assessment of the problem, the <aasd outcomes (evaluation,
performance, impact) of the measures implementéukiperiod 2011-2013. These parts are
purely descriptive and based on data and selectethiipns derived from the MAXQDA
analysis. Part six highlights the local public dission /debate on the municipal debt.

The seventh part of the report, illustrates owrprtetation of how local actors take decisions
and implement actions. It focuses on the dimensibrise local political system, namely of
legitimacy and transparency, of the political crétupolicy style, types of knowledge and
leadership prevailing in the urban context of Athdfinally in the conclusions (part eight),
we sum up our main arguments on the specificibAtbiens case in combating municipal
debt and we draw some useful lessons for policgmeeendations (part nine and ten).

2. Socioeconomic Environment
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2.1 Basic Figures

The city of Athens is the capital of Greece andddater of a vast metropolitan area that has
a permanent population of 3.828.434 people spread%8 municipalities.

The municipal territory includes the historic cendé Athens and its surrounding districts

and it consists of seven municipal communities cilaire sub-divisions of the municipality.

Athens is also the cultural, financial and politib@art of Greece, being the seat of the
national government. Most of the national publicve®s and many regional headquarters
of transnational corporations are located here ewely year the city accommodates
thousands of students as it is the seat of margeatia and research institutions.

Demographic development (2001-2011)

The City of Athens is the most populated municiyalh Greece and despite the fact that
compared to the 2001 census the city experienpegalation decline of 15.85%, according
to the latest 2011 census, Athens has a permanpotgtion of 664.046 inhabitants, which
keeps the city on the top of Greek municipalitywdwoer, the officially registered population
decline, from the top figure of 885.737 inhabitaimsl981, to 772.072 in 1991, then to
745.614 in 2001 and, finally to 664.046 in 2011eef the fact that the city lost no less than
apr. 25% of it's population in 30 years. Out ofsthiecrease, nearly 1/3 happened between
2001 and 2011 which means that there is a drameteleration of this dynamic. The biggest
part of the Athenians that left their city, simphoved to the suburbs, just as it happened
with many other centers of big agglomerations afirahe world. However, what is striking
in the case of Athens is the fact, these lossgenhanent population have not been, in a
way, “counterbalanced” through increased working Beisure activities in the city center.
In fact, a big part of working places, businessé®pping and leisure activities have also
moved away from the center of the agglomeratioar{gedentical with the city of Athens).

A big part of the city has been transformed inta-larice and low-rent territory that was
gradually becoming a king of “ghetto” with high minality and a neglected urban
infrastructure. Central governments and even mpaigovernments did not properly react
and even the big event of the Olympic Games didmarage to reverse this development,
since a relatively small part of the city benefiteain urban regeneration initiatives and new
infrastructures while the big rest was abandonedetdine. Today, more than 20% of the
surface of available buildings in Athens is emptgd @an important part of old buildings has
been simply “abandoned” by private owners and texdily collapsing. In view of this
situation, the Municipality of Athens could be deised as the first “shrinking” big city of
Greece and probably the only emblematic histogitglin the “old” European Union which
has been abandoned in this way.

In addition to this development that is ongoingcsi35 years, from 2008 onwards, the City
of Athens, due to the economic crisis, is facingtag@roblems of poverty because of weak
networks of social solidarity, contrary to the Gegeovince where close social ties act as a
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protective safety net. Furthermore, the City of ékth has become the home of many
thousands of “immigrants without legal documentst only due to the anonymity that a
big city is offering, but also because of the pracof Greek border authorities that send
nearly every immigrant or asylum seeker that iesied for illegal entry to the “Greek
melting pot” of the Athens.

As a result of “new poverty” and uncontrolled immaton flows, the number of homeless
people (a figure nearly unknown up to the earlyeties in Athens) is constantly growing.

Specifically, based on social status data is estichthat about 1,700 people identified as
homeless live in the city center, while NGO repassimate that the number of homeless
people exceeds 3,000 people (and some report mgbkerhnumbers), while quite a few

homeless persons find sheltered in abandoned, d&egerous, buildings.

The poverty and delinquency has repercussions enetiterprises’ economic activity.
According to data from the ACCI the year 2010 wessytear with the highest rate of deletions
businesses in the municipality of Athens in relatio the next three years. While throughout
the years 2010-2012, the number of newly estaldisgh@erprises generally followed a
downward trend.

Educational level of Municipality of Athens

Graph 1 Educational Level

Educational Level of Municipality of Athens
2011 Census
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Source: Hellenic Statistical Authority

The majority of Athens (50%) Citizens has attairlkd Secondary education (i.e. after
primary school the students attend the lower seanyrgthool (Gymnasium) which has three
grades and then the upper secondary school (LiyReiith three more grades). Also 16%
of the citizens have attained just the Compulsdrycation (i.e. the primary school followed
by the Gymnasium). Furthermore 20% of the citizemsplete higher level education (i.e.
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University, Technological Education Institutes) id noted that these results follow the
overall educational model of Greece.

Age Distribution of Municipality of Athens

Graph 2 Age Distribution of Municipality of Athens

Age Distribution of Municipality of Athens
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Source: Hellenic Statiat Authority

As regards the age structure of the MunicipalityAdiens we can see that there is a good
proportion of working age population. On the contrthis situation is subverted as regards
the proportion of percentage between adults (66syaaad over) and children (up to 19 years).
It is obvious that the population of the Municipalof Athens is getting older.

Nationality of resident population

Table 1 Nationality efsident populatiof2011 census)

Nationality Athens Attiki Greece
Greek 512.386 3.422.603 9.904.286
EU 151.660 72516 199.121
Other Countries 331.045 708.054
Without/ undefined 2.270 4.825

Source: Hellenic Statistical Authority

According to the above table we note that bothhencbuntry and regional level the number
of residents whom nationality is of other countriestside EU) or undefined is three times
more than the number of EU residents.

Specifically for the Municipality of Athens, accangd to the Ministry of Interior database,
the number of “other country” citizens residing d#g in the Municipality of Athens in
February 2014 was at 64.190.

Primary/declared income in Euro per capita (2011)

@ -
@ &
HELLENIC REPUBLIC HELLENIC REPUBLIC
Ministry of Culture, Education and Religious Affairs MINISTRY OF ECONOMY ~ \{f ENTRE PRENEURSHIP
General Secretariat for Research and Technology INFRASTRUCTURE, MARITIME AFFAIRS & TOURISH =g OPCIl
regions e centre of development

Co - financed by the Hellenic Republic and the European Union - European Regional Development Fund,
in the context of the O.P. Competitiveness and Entrepreneurship (OPC Il) and the R.O.P. Attica, R.O.P. Macedonia - Thrace




The declared income at constant 2005 prices (i)Ear the economic years 2011-2013
decreases significantly in the 3-year period, pbbpdue to the horizontal cuts in salaries
and the increase of unemployment across the cauntry

Table 2 Primary/Declared Income

Athens

17.691,5 16.155,9 14.133

Source: Ministry of Economics, elaboration by Psychy.
Employment Status of Municipality of Athens and steaof employees in economic sectors

The next table shows the Employment Status of Mpaiity of Athens, based on 2011
Census of Hellenic Statistical Authority 2011, cargal with the region of Attiki and the
whole country.

Table 3 Greece Demographics

2011 Census Athens Attiki Greece

Labour Force 327.510 1.771.874 4.587.827
Total Employed '260.711 II'1.452.300 II'3.727.869
Unemployed 66.799 319.574 859.958
Primary Sector 1.273 17.530 372.281
Secondary Sector 42.725 246.617 654.454
Tertiarry Sector 216.713 1.188.153 2.701.134
Unemployment Rate 20,40% 18,04% 18,74%
Employment Rate 79,60% 81,96% 81,26%
Primary Sector % 0,49% 1,21% 9,99%
Secondary Sector % 16,39% 16,98% 17,56%
Tertiarry Sector % 83,12% 81,81% 72,46%

Source: Hellenic Statistical Authority

Graph 3 Employment per Sector
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Employment in Municipality of Athens per Sector
2011 Census

B Primary Sector %
B Secondary Sector %

u Tertiarry Sector %

Sourcelldric Statistical Authority

The great majority (83%) of the Athens Employmeotkigrce is involved in the Tertiary
Sector (i.e. in the provision of Services, e.g. [RRulservices, Tourism, Information
Technology, Legal, Education, etc.). On the cogtoaly 1.273 citizens are involved in the
Primary Sector (i.e. Agriculture, Forestry and Migj due to the lack of entrepreneurship in
the particular activities. The remaining Workford&%) is involved with the Secondary
Sector (i.e. Industrial and Construction activities

Graph 4 Unemployment Rate

Unemployment Rate in Municipality of Athens
2011 Census

® Unemployment Rate

® Employment Rate

Source: Hellenic Statistical Authority

The unemployment rate in Athens is high at 20.4802011, today it is even higher).
Compared with unemployment rates of 2011 in theoregf Attica (18.04%) and the rest of
Greece (18.74%), the unemployment rate is highéthens. This is due to the absence of
the primary sector and the economic crisis thatdettie extinction of many businesses.
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2.2 Municipal Administrative Organization

On the 28 of January 2012 the municipality of Athens, aftealuation of its structures,
implemented a new administrative organization uoing the number of organizational
units (Directorates and Departures) at about 30%élation to the organization of 2011.

Today the administrative structure of the City dstssof:

» 3 General Directorates (the General Directorate Administration, the General
Directorate of Finandeand the General Directorate for the Quality ok),f

» 23 Directorates instead of the former 34 in 2011

» 132 Departments instead of 182

» In the new administrative organization 10 distinetoffices repealed.

Municipal staff

Concerning the personnel in the Municipality of &tis, according to the data that have been
given by the Municipality, we can see a substard&drease in the number of personnel
between the period 31/12/2010 to 30/9/2013.

Table 4 Municipal Personnel Data

31/12/2010 30/9/2013

Permanent Staff 6562 4767
Employment contract of

indefinite term (IDAX) 1503 1084
Employment contract of

definite term (IDOX) °71 o19
Stage \Employees with

temporary judicial 1828 1108

decisions
Total 10585 7479

Source: Municipality of Athens
The Legal Entities of the Municipality of Athens

On January %2011 the Municipality had established a total ®fdgal entities of public and
private law. On the contrary, today the Municipahts 11 legal entities of public and private
law. Specifically:

Table 5 Municipal Legal Entities

! More details in the Annek
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January #2011 Today

4 Legal entities of Public law 1 Legal entity of Public law

1 Foundation 1 Foundation

1 Legal entities of Private law 1 Legal entities of Private law

2 Utility Enterprises None

8 SA Corporations 6 SA Corporations

1 Civil non- profit organization 1 Civil non- profit organization

1 Municipal Radio Station 1 Municipal Radio station

Total number of Legal Entities : 18 Total number of Legal Entities
11

Source: Municipality of Athens
3. Municipality of Athens: Political Leadership and Fiscal Problem

3.1 The political leadership of the municipality
The local elections for the municipality of Athesn® highly political.

From 1975 onwards Mayors candidates are de faatwinaded by the national political
parties (although official party candidatures aseallowed by law), ND, PASOK, SYRIZA,
KKE and the elections is considered to be a bareniet the national election results.

In the municipal elections of 2010, Kaklamanis (soped by ND party) was preceded the
first round by rate with 34.97% and Kaminis (sugpdrby PASOK and other left parties)
followed with 28.38% ratdn the second round Kaminis was elected as magoeersing the
results of the first round and managing to gathate of 51.95% vs 48.05% gathered by his
political opponent Kaklamanis.

In recent local elections of 2014, the election Wahly political, especially after the results
of the national elections in 2012, with the predaamice of SYRIZA as the second political
party, the crash of PASOK and the ND - PASOK caalit

The municipal election debate took place, that tmaebetween center-left and center-right
(ND and PASOK) parties but center-left and radidaft parties (PASOK/DHMAR-
SYRIZA). The center-right party of ND was dividedtlveen two candidates (Kaklamanis
and Spiliotopoulos), out of which only Spiliotoposalhad the official nomination of the
political party.

In the first round Kaminis (who was supported bygtee— left parties) preceded Sakellaridis
(SYRIZA candidate) by 1.06% but in the second robedook a percentage of 51.42 against
48.58 SakellaridisThe narrow victory of Kaminis to a candidate of S¥R in the
Municipality of Athens and the victory of the caddie of SYRIZA in Attica region was the
main reason why the parliamentary opposition derednthtional elections notice, which
finally took place in the January of 2015. In tteésent national election the SYRIZA political
party was the winner.
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In the graphs below, there is an obvious and drsdationship between the results of national
and local elections.

Graph 5 National and Municipal Elections

Mational Elections 2007 1st Constituency of Athens

Municipalities' Elections 2006 - Municipality of Athens

National Elections 2009 1st
Constituency of Athens

mND
m PASOK

mSYRIZA

Municipalities’ Elections 2010~
Municipality of Athens

B ND-Kaklarmanis
W PASOK-Kaminis

W SYRIZA-Tsipras

Municipalities’ Elections 2010 -
Municipality of Athens

|13t Sunday] {2rd Sandey)
7.08% 5,80%
mND ® ND-Kaklamanis "
B NO-Kaklamanis
W PASOK W PASOK-Kaminis
werna ® PASOK-Kaminis

W SYRIZA-Tsipras

Municipalities’ Elections 2014 -

Municipality of Athens
{15t Sunday)

Mational Elections June 2012 1st
Constituency of Athens

Municipalities' Elactions 2014 -
Municipality of Athens
|2l Sunday)

= ND-Spilictopoulos

ND W PASOK-DIMAR-
W PASOK B PASOK-DIMAR- Karminis
SYRIZA Kaminis WSYRIZA
sakeltaridis
mSYRIZA-
Sakellaridis

Source: Ministry of Interior, elaboration by thetlaars

3.2 The fiscal problem

Looking at the absolute figures of debt we canimystish some critical points during the
period 2002-2014.

First of all, there was a huge increase in the dgposure of the Municipalityn 2003 which

is, of course, associated with the preparationttier Olympic Games of 2004. After that,
there seems to be an effort to reduce the deblisléve this effort stopped at 2007 when a
substantial increase occurred again.

Leaving aside the slight decrease of 2008, untlO2¢he total debt amount, remained
relatively high, and never managed to decrease toeitie 2002 level.

The year 2011, first year of present Mayor's goaece, was the starting point of the

Municipality’s effort for the gradual decrease offai debt. This can be seen on the rightmost

column of the next table with the percentage movemef total debt from year to year.
Table 6 Total Debt Movement
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Movement based on

Year Total Debt ) )
previous year's figure

2014 est. 211.577.460,00 € -4,39%
2013 221.288.317,20 € -10,01%
2012 245910.801,01 € -8,86%
2011 269.807.852,57 € -6,78%
2010 289.426.389,60 € 1,93%
2009 283.948.949,50 € 21,62%
2008 233.462.819,73 € -1,85%
2007 237.857.811,68 € 16,84%
2006 203.569.692,67 € -6,50%
2005 217.715.345,99 € -16,06%
2004 259.375.283,80 € -1,09%
2003 262.231.794,43 € 82,25%
2002 143.883.837,55 €

Source: Published and audited Financial Statemehtee Municipality of Athens

Graph 6 Total Debt Movement

Municipality of Athens
Total Debt Movement
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The percentage of the “over-debt” of Athens in 2@ttle percentage of debt to annual
municipal income) was 52.1%. Furthermore, thisdeseased through the implementation
of consolidation measures to a level of 47,3% ih30

According to Kallikratis criterion 2, the municipgfs total amount of debt should not

exceed 60% of the annual revenues. Fiscal situaiioording to this criterion has been
substantially improved during the years 2011 to2@&ince in 2011 debt was 52% of annual
revenues and the figure dropped to 47,3% by 2013.

Table 7a Debt to annual municipal income 2011-2013

2011 2012 | 2013
52,1% 58,2% 47,3%
Source: Yiannis Psycharis

Table 7b Total Debt per capita (euro/per inhabijant
2011 2012 2013 |
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406,00 370,00 333,24

Source: Published and audited Financial Statemehthe Municipality of Athens, Hellenic
Statistic Authority, Elaboration by the authors

Another important figure in the financial statenmsent Municipality of Athens is the debt
due to Banks.

Bank loans constitute the greatest figure amondahg term liabilities of Municipality of
Athens and hence, the greatest figure of total.debtve can see, the loan debt was minimal
in 2002 but after the Olympic Games of 2004 is werage, about €165 million.

Table 8 Bank Loans(€ million)

2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002
150,74 164,93 177,72 190,51 149,57 152,53 161,04 154,54 163,05 180,03 180,03 48,77

Source: Published and audited Financial Statemehthe Municipality of Athens

Graph 7 Bank Loans
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The next table shows the amounts for short terhilili@s of Municipality of Athens with
“suppliers” being a key figure. Other short teratbiiities refer to tax liabilities, short term
part of long term liabilities, public insurancelilties and other creditors (amounts in €).

Table 9 Short Term Liabilities
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Short Term
Liabilities

Debt to Suppliers

Other Short Term
Liabilities

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002

55.631.300,45
60.521.457,76
71.627.222,26
78.456.199,13
113.924.912,87
60.471.127,22
56.358.862,18
48.866.897,01
54.506.952,83
71.745.037,46
51.648.256,04
65.763.430,48

25.132.979,19
37.604.618,99
35.023.926,50
47.801.576,68
50.678.189,81
27.905.967,26
26.074.247,08
16.417.283,99
14.761.829,03
28.835.034,17

5.203.449,42
11.253.112,95

30.498.321,26
22.916.838,77
36.603.295,76
30.654.622,45
63.246.723,06
32.565.159,96
30.284.615,10
32.449.613,02
39.745.123,80
42.910.003,29
46.444.806,62
54.510.317,53

Source: Published and audited Financial Statenoéke Municipality of Athens

The worst figures for the total debt to supplieesevagain in 2009 with a debt of €51 million
and in 2010 with a debt of €48 million. There haet a decrease of 33% in suppliers’ debt
between 2012 -2013, reaching the closing figurdHerfiscal year 2013, of €25 million.

All these figures are shown in the next graph. Milghest amount of short term liabilities
was about €114 million at 2009 while the lowest wheut €49 million at 2006.

Graph 8 Short Term Liabilities
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Concerning the administrative expenses (wagesafffatd contributions to social security
organizations), they were at their maximum leve2@®9 following a notable increase from
2008, almost by 32%. Today’s administrative expsm@se around €109 million. That makes
164 Euros administrative expenses (personnel cogés)inhabitant/capita
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Table 10 Administrative Expenses (€ million)

2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002
109,24 110,74 136,31 163,96 192,93 146,33 150,81 145,93 134,91 87,21 80,23 77,76

Source: Published and audited Financial Statemehthe Municipality of Athens

Graph 9 Administrative Expenses

Administrative Expenses
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Regarding the main sources of revenues, municges paid through Electricity Bill is the
main source of revenues and constitutes on ave4age of total municipal revenues, for the
years 2005 to 2013. The second main source of veveamains the Central Autonomous
Grants which constitutes on average, 34% of t@atmues. Finally, the rest of municipal
own resources (not collected through the billshef Public Power Corporation — PPC) are
coming third, with a rate of 19% of total municipalvenues. It is worth mentioning own
resources collected through PPC bills (which ctugtithe most important share of revenue
in Athens) include: The municipal cleaning armeet lighting fees (law 25/1975, ca. 60%
of revenue from this category), the tax on eleetlispaces (art. 10 law 1080/1980) and the
“fee” (in reality it should be rather labeled aaxt) on real estate (Art. 24 law 2130/1994).

After 2010, the Central Autonomous Grants have liEsmeased substantially and they are
now at their lowest level. This is 55% less thaam 2009 figures.

The next table shows the absolute figures of maumces of revenue, through the years 2005
to 2013 and the following graph shows all the afogationed revenue-participation rates for
each category.

Table 11 Main Sources of Income
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Central Autonomous Local Government's

Grants collective decision Own Resoursces Total Revenues
2005 120,59 23,09 149,17 81,98 374,83
2006 130,48 16,83 155,89 82,23 t 385,43
2007 134,82 14,49 164,28 82,37 g 395,96
2008 146,86 43,64 172,60 100,23 4 463,33
2009 181,44 39,39 172,25 70,44 " 463,52
2010 143,30 13,50 169,95 58,06 ’ 384,81
2011 152,79 13,71 161,99 52,83 t 381,32
2012 87,87 10,77 157,01 56,14 g 311,79
2013 87,60 11,73 151,40 58,09 ’ 308,82

amounts in million €

Source: Data from the Municipality of Athens

Graph 10 Main Sources of Income

Participation rates of main sources of Revenue
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® Central Autonomous Grants

PerCapita figures in Euros (Data provided by the Municipality of Athens) wowddve for
2013 466 Euros (total revenue per capita), outro€iv132 Euros come frofdeneral Grants
(KAP), 18 Euros fronEarmarked Investment Grants (SAT2328 Euros from PPC-collected
own revenues and 87 Euros from own resources (fiees, taxes etc.) collected by the
municipal servicesThis picture reveals the fact that Athens receivea comparatively
low share of state grants and most relies on own geurces — a situation that is not
typical for Greek municipalities
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4. Problem Perceptions and Causes

Table 12 Endogenous & Exogenous Causes

code sub-code 1 sub-code 2 sub-code 3
Endogenous 56
causes
Irrational spending 3
Local Government's dependence on state 7
Lack of programming and strategy 2
Lack of control and rules B
Operation of municipal enterprises 3
Loans 5
Mismanagement of finances 5
Failure of collecting revenues 3
Municipal operational costs il
Personnel costs A
Exogenous 6
causes
Upper level government il
European level @
National/federal 13
level
Bureaucracy 5
Federal state level
Socio economic conditions
Corruption 2
Extraordinary and 2
non-operating
expenses
Financial crisis 8
Failure to collect 9
municipal taxes

4.1 Endogenous Causes

Selected statements of different groups of actorthie problem and the cau$e$municipal
debt (local politicians of the majority, institutial actors, opposition, administration,
journalists, press and media releases).

Citations from the Majority

>
>

“There was an excessive fat as regard to the mpalgersonnel”. (Mayor)

“The bureaucracy stems from the lack of confidendecal institutions, the lack of
confidence imposes more administration and judicaadtrols to the local
authorities, creates more corruption, more wasteshay”. (Mayor)

“In the municipality of Athens the practice of fanism recruitment had triumphed.
Now days the political “hostage” of hundreds of \ers with fixed-term contracts

2 More details in the Annel
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and the operation of the municipality as a politispringboard have elapsed with no
return”. (Mayor)

» “If there was a rudimentary administrative and pimal accountability, the
Municipality of Athens would be in a much bettendition. There would be available
resources and not debts to suppliers of 47 miléaros, the loans would be directed
to infrastructure and substantial projects and wbulot have spent on useless
activities”. (Mayor)

» “ltis infuriating the... (former Mayors’) to commean the financial management
of the municipality of Athens, who as mayor, ineseghthe lending by 70 million
euros in just four years. Few weeks before theaéide municipal period, he had to
take a loan to pay the salaries of employees. Heeassame man who was funding
the municipal radio station of Athens 9.84 to 18.800 euros in 2010, amid the
crisis, and now the radio station is funded wit8 dillion euros”. (Mayor)

» “The municipal legal entities didn’t have doubletgnsystems, you cannot control
their overtime payments, their rents”. (Mayor)

» “In 2011, the Municipal of Athens will draw its $ir real budget because since then
the municipal budgets were not usually realisti@ayor)

Citations from the General Secretary

» “During the years 2004-2009, Municipality hired &@employees without following
the procedures of the Supreme Council for CivildBanel Selection (ASEP). It was
a mean to political patronage”.

» “Municipality’s loans were a really headache, thenas also an amount of €230
million of uncollectible receivables which in facuere never received and a
substantial debt to suppliers of almost €50 million

» “There was no formal procedure for spending moneyuorchasing materials until
2011. Everyone could buy whatever he liked!”

Citations from the Financial Consultant

» “There was an excessive spending of million eudog, to fake employ overtime, an
overspending of cleaning materials and vehiclespp&8ome employees were thefts,
as well”.

» “Every «responsible» authority has no intentiorct@ange the status quo and always
acts minimally. There is a physical tendency towasdothing»!”

» “Most problems come from miss-budgeting; which and/ much the resources are
predicted to be, where the money will be spent.ld&e debt is manageable and is
getting better from year to year”.

» “There was no a distinctive budget’s line for tlwamhs, in order their level to be
monitored. Being inside a general budget accoumgy eventually disappeared”.

Citations from the Opposition
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» “Studies estimate the municipality property at ab@0 million Euros. With a
proper use, this property could make the conditfonghe inflow of extra resources”.

» “In 2003, under (former... Mayoralty, in full agreentewith the major Opposition,
the municipality took out two loans for the Olyngpigames: one 150.000.000 € from
DEXIA Luxembourg and the other 28.450.000 € from Agricultural Bank,
guaranteed by the Greek government. The moneykisn the great scandal of the
Olympic Games, which increased the country's deitihout any benefit for the city
and its residents”.

Citations from the Administration

» “The lack of expertise and the lack of staff leadekpenditure that should not be
made. The municipality’s services that make suggesfor budgeting are used to
inflate the numbers of each budget cod€hief Financial Officer)

Citations from the Journalists

» “Throughout the last 25 years, seven out of tefffitdines remain uncollected! An
amount of about 90 million euros transferred eaelanto the municipality budget as
municipal claims of “previous years” inflating' the but keeping alive patronage
and a “mechanism of favors” towards debtor citizens

» “The municipality operated 18 municipal enterpris@sany of which served some
officials’ rich salaries and ‘favors’.”

Citations from the Independent Auditors’ Report 20(®

» “There is an absence of an internal control depatiand a lack of a unitary
financial division, which resulted in untimely aimdproperly informed accounts of
the municipality”.

» “There is an accumulation of stocks and spare paftsars, which largely remain in
storage, as a result a substantial loss of funds ¢buld be used more productively”.

» “There is a significant amount of unregistered pagkfines”.

» “The former years receivables are very slowly octiel”.

Citations from the media and press releases

» “The municipality lent from the National Bank 23lioin drachmas which will begin
to be repaid by 1998 in 20 quarterly installmentthvan interest rate of around 15
% and with an agreement to postpone the first tmstallments of 4.5 billion
drachmas for 2003, increasing the installmenthriew municipal period”. (press,
year 1997)

» “According to a report of the municipal cash seeithe municipal economic course
by the end of 1997 shows a deficit of about 1@hbikdrachmas”.

» “The 2004 municipal budget, although considered meaéstic compared to other
years, still retains nonrealistic because it recosignificant revenues from previous
financial years”.
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» “At the end of the municipal period (2006-2010) thanicipality decided to take a
loan from Piraeus Bank with an interest rate ofand 7.8% and a repayment period
of five years on the basis that the revenues ofmhbaicipality from the Central
Autonomous Grants and Local Government’s Colleciregision, have fallen by
40% and attributed with a delay. The municipalitythe last 3.5 years has repaid 53
million euros in repayments and must “resort” tmtBng to repay the suppliers who
have completed their work in the municipality”.

» “The last 25 years in the Municipality of Athenyae to ten fines last uncollectible!
An amount of about 90 million euros transferredhirgear to year as debts of past
years, 'inflating' budgets, but keeping alive a haagsm of favors”.

» “From the first day the new municipal authority exttpts to find where 50 million
euros lent by the European Central Investment Beve been spent. It is a question
that the new administration has failed to respond”.

4.2 Exogenous causes
Citations from the Majority

» “And we would do a lot more if our hands, the hanfithe municipalities, were not
tied, if we didn’t have, as country, the most campsupervision system. If the
hundreds of laws, presidential decrees, the thodsar pages of jurisprudence and
hundreds of circulars, the outdated legal framewakd all this incredible
bureaucracy, did not, ultimately, favor the devehgmt of corruption, instead to
ensure transparency and remove unjustified and telgys”. (Mayor)

» “The population of Athens, on the base of whichGeatral Autonomous Grants are
determined, falls, but Athens has needs, the wdmlatry uses its infrastructure”.

» “Instead of we shield and strengthen the local goweent, the municipalities, which
paid the biggest cost of the economic crisis, dubé extreme reduction of the state
grants, are to the target of an incomprehensible,ve@onomic and institutional.
They are threatened by the contraction, are facddeme and autocratic actions,
which do not entail streamlining and reformgiayor)

» “The reduction of 30% of the revenues from munikipas, due to unpaid electricity
bills, is associated with the citizens’ economicdsaip”. (Mayor)

» The bankruptcy was the responsibility of particulacal elected representatives,
complicity of state's political leadership, audittamanisms and a considerable
tolerance of the citizens. The method is simple&&e money today and wait for
the help from the "deus ex machina”. The help eiftloen the “generous” hand of
the Minister of Interior, who "after action” of latmember of Parliamant would give
an extraordinary funding, either increasing munaligaxes, or waiting for the
redemption of the elections and the delivery ohlyigndebted municipality to the
new Mayor. (Mayor)

Citations from the General Secretary
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» The state does not help the municipalities to colteeir own revenues. Saying
“under the table”, that if someone owes the muratity he/she probably owes to the
state also, so | want the state to collect firsd ahanything is left over, it can be
collected by the municipality”.

Citations from the Financial Consultant

» “We do not know how much money will come from tia@éeSharity... such as the
revenues from Electricity Bills receivables”.

» “The reduction of state grants is very large...ab6d%b if comparing it to 2009, 40%
if comparing it to 2010-2011".

Citations from the Administration

» “l prefer the State cut 70% of the grants, rathlean the municipality be a constantly
beggar. | prefer to have the ability to receive wéver belongs to me”. (Chief
Financial Officel

Citations from the Opposition

» “The State wants to control municipalities. The t8tgets the revenues and
distributes them in order to manipulate the Mayors”

» “In September 2010 “Kallikratis reform” cuts 54 rhdn euros from our estimated
revenues “within a day”. The adjustment could bédeni’.

» “The municipalities’ debts were created due to thduction of government grants
as regard as the transferred responsibilities t@nth The State transfers the
responsibility, in the beginning the governmenegimoney for a short time period,
and then say “cut your head”. The State forcedautake loans”.

Citations from the Journalists

» “The poverty of the state, the hundreds of padlackstores and thousands of
Athenians unable to pay fees, rents, fines andraldills, led to a sharp decline in
revenues, a 4-fold higher in 2011 than in 201".

» “Economic distress 'dry' the funds of the largestnigipality in the country”.

» “74 million euros out of 78 million euros lost ir020, due to cuts of government
grants, as a result of the "stability Program" atie requirements of the EU / IMF.
Only 4 million euros lost due to the empty pockétstizens”.

> “The municipality took the loan for the Olympics iB@s. It was charged to the
budget of the Municipality of Athens and not to gle@eral budget of the state. To
repay it should get another loan, so there wascaus cycle of refinancing”.

Citations from the media and press releases

» “With or without a crisis, there are always in Atieedrivers who trust the monster of
bureaucracy, hoping that the fines will not evedfthe “way” to their house. From
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1984 to 2007 there were 90 million euros gambliefgtd from parking fines. We would
say that at that time in each citizen of Athensesented an unpaid fine!”

» ‘“ltis characteristic that 74 million euros out @8 million euros "lost" in 2010 due to
the cuts of government grants and only 4 milliorosuost due to the empty pockets of
citizens of Athens. The first eight months of 20l financial situation in Athens
suddenly got worse and from the “black hole” of @8lion euros, 11 million euros
“lost” due to the government cuts while 17 milli@uros lost due to the economic
poverty of citizens”.

» “l do not pay’ Mayor said yesterday, in his own wagferring to the damage of
800,000 euros caused by the violent events of 204é4. The state must take the
responsibility of the damages’ cost. Otherwise, mhenicipality will claim to be
recognized the civil liability of the State”.

4.3 Remarks/explanations

After analyzing all related data, we can concluldat tthe several actors agree to some
common reasons of fiscal debt, with some emphagitonthe endogenous factors while
others to the exogenous.

Everyone that knows well the financial affairs bk tMunicipality such the Mayor, the
General Secretary, the Chief Financial Officer, Mayor’'s financial consultant, focus
mostly on the endogenous causes of fiscal crikesyédundant personnel, high wages costs,
nonrealistic budgets (which include uncollected andollectible receivables), excessive
spending on operational costs and secondly ongheftbm loans which they believe that is
manageable and is the outcome of a wasteful resgunamagement. They also support the
aspect that there is still a considerable scopeafitwnalization and reduction of operational
costs and administrative wastage.

On the contrary, the press emphasizes on the lelain &s the main endogenous factor of the
fiscal crisis. The most texts from the press ref@mo the effort of the municipal authorities,
after the Olympic Games, to pay two loans taker2003 of EUR 180 million for the
construction of Olympic projects. Indeed, the detdhypayment of one of the two loans,
expired in August 2014, was the main cause of disgi@n of the City of Athens from the
Moody’s. The press criticizes also the improper asd the waste of money of EUR 50
million the municipality lent in 2007 by the Eurgrelnvestment Bank for the construction
works and the Municipality’s lending of EUR 20 nioth in 2010 — at the end of the Municipal
period- with a high interest rate to cover runniogts and debts.

Regarding the exogenous factors of the debt, thjerityaand the experts emphasize on the
uncollectability of receivables which comes as sulteof the bad collaboration with the
State’s tax authorities, the bureaucracy and thet &gislation which does not allow them
to make on their own debt restructurings and aearents with their debtors and define their
own framework for the fees rates and secondly thegtioned the substantial reduction on
Central State’s Grants.
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The Mayor gives a new dimension about the Statekcy reduction of the Central
Autonomous Grants, saying that the State, takingatdge of the bad reputation of the
municipalities (corruption, maladministration) ingsal harsh cutbacks firstly and mainly on
the Local government’s grants rather than on tha&r@eAdministration’s income, in order
to limit the political costs. Furthermore the retioe of Central Autonomous Grants for the
Municipality of Athens didn’t take account the exineeds are related to the metropolitan
character of the municipality. That means the exiads of hundreds of thousands of
commuters working in Athens or coming for shoppamgl leisure activities. Furthermore,
the Mayor stressed the fact that the City of Athisnthe seat of the National Government
and the seat of many public institutions, countsyersities etc. which are, by law, exempted
from obligations to pay compensation fees and sg¢wether fees, taxes and contributions to
the municipality of Athens, although they are usamgmportant share of municipal services
and infrastructure. Not to mention that in the eewnff the Municipality of Athens take place
large demonstrations often accompanied by violémgieents that damage the municipal’s
infrastructure.

The Opposition, on the other hand, focuses oniherexogenous reasons of the fiscal crisis,
related to the reduction of Central State’s Gradtg to the austerity policy through the
Memorandum, and the transfer of additional respgmiiig2s on Municipalities without
providing the appropriate resources.

The press releases focus on the uncollectabilitgadivables as well, but the main cause for
that would be the inability of the public to payedto the socio- economic crisis, rather than
the bad collaboration of Municipalities and Statex TAuthorities. Secondly they refer the
reduction of Central Autonomous Grunts as an exogergause of fiscal crisis.

5. Scope and means of Actions: Evaluation, Performancémpact

Table 13 Implemented and Proposed Means-Codes amb&t of Codes

Parent code Code All coded All coded Documents
segments| segments %

means New loans 3 0.66 3
Rationalization 7 1.55 6
of cost
categories
Utilization of 3 0.66 3
municipal
estate
Merging 4 0.88 4
municipal
enterprises
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Management 3 0.66 3
of personnel

Maintaining 1 0.22 1
social service

Utilization of 16 3.54 16
EU funds

Management 9 1.99 8
reforms

Revenues 5 1.11 4
increase

Cutbacks 23 5.09 1y

Selected statements of different groups of actssessing the implemented meast)réir
performance and impact (local politicians of thejanty, institutional actors, opposition,
administration, journalists, press releases, media)

5.1 Municipality means
Citations from the majority

» “The Municipal Authority, under an unprecedentedm®@amic crisis, succeeded,
during these three years, the rationalization oftscand the termination of waste.
We managed a decisive hit to the mismanagementl/0OA011, and in just 30
months, the new municipality has managed from &ideff 46.7 million euros,
inherited in 2010, to achieve a surplus of 12.5lioml euros in 2012. At the same
time, we reduced the lending liabilities of the mipality of Athens by 28 million
euros, total liabilities by 80 million euros andeyating expenses by 53 million euros,
without the need of any new loan.” (Mayor)

» “When all seem to crumble due to the underfundihg, municipality of Athens, in
the worst economic situation, not only has had shghtest reduction in social
services but also has enhanced the developing pbveerful social safety net,
supporting almost daily over 3,000 families, mdrart 10,000 people’tMayor)

» “The dismissal from the municipal radio station &3 ployees (20 permanent and 63
fixed-terms) of the total 384 employees decidectibgria such as the efficiency, the
possession of the same employees numerous jolthendarital status, always in
relation to the financial position of the radio sta”. (Mayor)

» “We introduced to the operation of the municipabtyew perception of
management, based on efficiency and meritocra@yfayor)

Citations from the General Secretary

3 More details in the AnneHl|
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» “We prioritized the spending. We entered a consyétem in procurement, which
was a very important change which caused greatuierres”.

» “We streamlined the staff. We aimed to teach theiomality to operate without
contract staff. We aimed to motivate the municgaff”.

» “The tidying up of the contributory services leddaslight reduction of municipal
taxes”.

Citations from the media and press releases

> “In the Municipality of Athens reduced the rents the housing of municipal
services, the cost of overtime, the subsidiesdarthinicipal enterprises, the number
of employees -especially to the municipal radidicta the office supplies and other
consumables”.

5.2 Upper level means
Citations from the Mayor

» “The problem has three dimensions: a) the distnfghe state to the municipalities,
b) the time which is pressing because everythirggdeae under the Damocles sword
of “Troika” over our head, c) the lack of preparati and assessment of the measures,
which were horizontally imposed by the centralestathey abolished the municipal
police which collect the revenues. The above tfaetrs provoked disruption to the
municipalities and proved how useless is the céState”.

Citations from the Financial Consultant

» “l believe that the measures imposed by the cemgaernment were necessary. But
the City will never do more things than the Statposes”.

» “There is not rationality, what step has been uridken derived from the lack of
money”.

Citations from the Administration

» “The law relating to the financial management operditure brought us, as regards
procedures, 40 years back. The procedures are ¢tonsuming. The implementation
of the law requires personnel with specialized Kedge, which the municipality
despairs”.(Chief Financial Officey

Citations from the Opposition

» “The Observatory is clearly an institution wherealected people control elected
persons with a political mandate. It is undemoarati

» “The refinancing of the debt is a deadlock. It shithe debt and the cost to the
future”.

Citations from the Journalists
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» “The solutions for the municipal financial situaticare mainly on the hand of the
Central government. What the municipality could et was the result of economic
crisis. The state is not able now to help the lggalernment, even the municipality
of Athens, which is the largest municipality in toeintry”.

» “None of those involved in politics wants to be opplar. So | think that the Mayor
was forced to proceed with cuts. It is also hisspeality, he feels good to try for
economic consolidation”.

» “The fiscal measures implemented were effectivahmre is a lack of quality, there
is a problem in quality of social infrastructureingdergartens, protection of elderly
people”.

Citations from the media and press releases

» “The central government not only did not help thecdl Government and the
Municipality of Athens, but it was hostile and iifelient towards it. | remind the
abolition of municipal police, the dismissal of eoh guards and the dramatic
reduction of funds for municipalities”.

5.3 Remarks/explanations

The municipality has managed to reach an operdtgumplus and service its debts to banks
and suppliers, despite the reduction of 60% orstate’s funding since 20009.

According to the interviews with the Mayor, the @eal Secretary, the Financial Consultant
and the Chief Financial Officer the main consoi@atmeasures taken by the municipality
were on its own initiative and not as a resultltg State’s enforcement. The Municipal
authority emphasized on the reduction of operaérgenses, the excessive spending on
materials’ supplies and the collectability of rewdiles. Additionally, there was a reduction
of the number of legal entities without being fatdey related regulations (unlike other
similar cases).

As regards the reduction of the redundant personweatan see that despite it was a basic
municipal target, that came as a result of releggdlations, retirements, fixed term contracts
ended and not renewed and, of course, the elimmabf the Municipality’s police
department. Only in the case of the municipal ratidion 9.84, the personnel reduction was
a Mayor’s initiative. In the rest of the municipadal entities their rationalization (“structure
simplification”), was not accompanied by persomeeluction and the wages’ cost remained
unchanged. According to the Mayor the reductiothefmunicipal personnel was imposed
by the State without assessment. This situatiomivkp the municipality of capable and
experienced staff that harmed the municipality.

There was also a significant reduction of the mipailcgrants for its legal entities. However,

according to the Mayor’s financial consultant, treduction was plasmatic since it was not
a result of the rationalization of those expendisrbut it came along with the general
reduction of Municipality’s resources, cut backsafaries, restriction of overtime payments
etc.
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The majority and the municipality’s institutionadtars say that the reduction of State grants
and the repayment of loans did not lead to theatsolu of Social Services. Counterweight
was the Mayor’'s success use of European grantsAES#ile all infrastructure projects
were financed by European grants as well.

The reduction of excessive spending in contributaepices led to a small reduction of
related fees but the strict legislation framewarhibits the use of those fees in other fields
where they would be more necessary and effective.same problem regards the European
Union Resources which can only be strictly spertanain fields.

Furthermore the Municipality is unable to regulasbflect its receivables. There is no place
for economic programming and autonomy, since tlteiggon of Central Autonomous
Grants leads the Municipality to be concentratethercovering of its inelastic expenditures,
such as wages and debt which become its main dpndanme. Therefore, while the municipal
authority considers positively the State’s intetw@ms to the rationalization of municipal
finances, such as the monitoring of the budgetutlinothe Observatory, it notes that the
implementation of many of these consolidation messleads to more bureaucracy because
they are not associated with a flexible monitoriggstem that gives incentives for
municipalities to continue the streamlining.

The Mayor exercises severe criticism to the codatibn measures were imposed by the
state, considering that there no proper preparati@ assessment of their implementation
had been made and that there was no prevention Higorepercussions and that effected to
the viability and quality of municipal servicesgieasing eventually the cost.

Therefore, the Municipality’'s austerity measuregnseto have been forced due to the
reduction of Central Autonomous Grants, in ordexdweer the fiscal gap, but we can also see
that the Municipality used this situation as an agymity and took its own initiatives,
without only relying on Central Autonomous Grankse Municipal authority emphasized
to the collectability of its receivables and implmed a rational and sustainable
management of municipal finances and a significestiructuring of the administration.

On the other hand the Opposition states that tikseeaty measures were imposed by the
“Troika” and supports that the loans’ refinancingthe Consignment Deposits and Loans
Fund (CDLF), which is under Central Government’stoal, leads to a vicious cycle because
it charges a very high lending interest rate, ggpbaed for the refinancing of the loan which
has been used to finance Olympic Games’ relategegigo (which were Central State’s
responsibility). The reduction of Central Autonomsdsrants, which originate from public’s
tax payments, leads also the citizens to a doallation through the increase of municipal
fees. Opposition also criticized Municipality folobking “tax clearance” of citizens with a
debt to Municipality over €1.000. Finally the oppms considers that measures, such as the
surveillance and close monitoring of municipal betdigy the State, lead to the elimination
of local government autonomy.
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Finally, the Press emphasizes on Mayor’s success to ragemalnicipality’s expenditures,

without repercussions to the social policy, butestaas well, that the debt refinancing leads
to a vicious cycle of debt

6. Public Discussion/ Debate
Table 14 Public Discussion/ Debate — Codes and MumbCodes

Code Docum | All coded | All coded | Actor position oppositio | party

ents segments | segments | group n/

% majority

Journalist 76 76 16.81
Anoixti 4 4 0.88 Local Party Minority, Left
Poli
Kontostatha 1 1 0.22 Local Vice Majority | Centre
kou Eva Politicians Mayor / Left
Kaminis 14 14 3.10 Local Mayor Majority | Centre
Giorgos Politicians / Left
Kaklamanis 8 8 1.77 Local Ex Mayor | Majority | Right
Nikitas Politicians
Vafeiadis 7 8 1.77 Local Ex Vice | Majority | Right
Nikos Politicians Mayor
Bakogianni 3 4 0.88 Local Ex Mayor | Majority | Right
Dora Politicians
Skilakakis 2 2 0.44 Local Ex Vice Majority | Right
Theodoros Politicians | Mayor
Avramopou 1 1 0.22 Local Ex Mayor | Majority | Right
los Politicians
Dimitrios

Citations from the Mayor

» “Our budget is on line in real time”.
» “We failed to have a real participation. There wapressure of time and we did not
chase it as we should.”

Citations from the General Secretary
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» “The budget operation of the municipality is orlim real time. Right now everyone
can see about the Varvakeio market: e.g. | havestegd 906. 000 Euros revenues
(municipal claims for receivable revenues), andvéreceived only 222.000 euros.”

Citations from the Administration

» “The municipality of Athens -as the municipality thfe capital or the largest
municipality in the country - often has a great [ity. It is a “politicized”
municipality”.

» “The economic figures, as reflected in the balasbeet and income statement, are
discussed by law at a special meeting of municgmalncil”. (Chief Financial
Officer)

Citations from the Opposition

» “There is a great publicity about municipal issuespecially due to the economic
crisis”.

» “Some facts have a great publicity such as thewle®f the town Hall, due to the
abolition of the municipal police and the dismissischool guards”.

Citations from the Journalists

» “In the beginning of ...(present Mayor) governanceréhwas a primary dialogue on
all budget issues, through the media. In this pe2011 the Mayor had to face the
“hot potato”. In the election period each candidadésclosed his aspirations and
analyzed the financial issues. During the municipsdction period the public
discovered that the debts were not only a probldmhe state but also of
municipalities”.

Remarks/explanations

Since Athens is the biggest Municipality of the sy and all Mayors or candidates have
always been important political figures, not omylacal government but in central political
life of the country as well, there had been a goedticity on all issues including its financial
issues as well. You could find an article about Mipality’s financial issues on every
nationwide range newspaper especially after the sfecrisis in 2010. Another reason of
publicity was that several former Mayors as Nikikeklamanis, Dimitris Avramopoulos,
Miltiadis Evert was also president of the NatioAgkociation of Municipalities in Greece
“KEDE” (up to the nineties, the Mayor of Athens wakthe same time the ex officio
Chairman of KEDE).

This great publicity was partly due to the disbuorsat of big loans which were used for
political reasons to overstate Municipality’s lotgrm investments, while the Olympic
Games loan was directly connected to the natidif@aitdor the success of the Games.

After the crisis, the debt debate was intenseraatéer of criticizing the previous municipal
authorities, as it was necessary to refinance @imimew coverage for payroll and payables
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to suppliers. The financial situation of the mupality has been the subject of intense debate
both in the municipal elections in 2010 and theene@lections of 2014.

Especially in the recent elections, Mayor's campai@d focused more on the Municipal
fiscal recovery and less on the reduction of Syeaats due to the economic crisis.

The Mayor’'s campaign about the economic consobdateasures and the policy of cuts
and reductions of wastage have been accepted byitihens, despite the fact that the
political opponents of the Mayor tried to emphasilzat his policy was a simple one-
dimensional financial management of the municipaiind a harsh implementation of
memorandum policy measures.

The public debate to the press and media has ametvithe citizens that the Mayor’s policy
stopped the economic disaster of the municipalitiiaut the loss of its social character.

7. Political system: input, throughput and output Legtimacy, Political Culture,
Knowledge, Leadership

The following part focuses on the local politicgstem and our interpretation of how local
actors take decisions and implement actions comggiiiscal consolidation measures in
Athens. Based on various sources (qualitative ewia of different actor’'s perceptions,
behaviors and logics) we analyze the main featafdsgitimacy and transparerfgythe
political culture and policy stybeas well as the knowledgand leadershipstyle prevailing
in the urban context of Athens.

7.1 Input Legitimacy

The degree of input legitimacy in Athens corresgorid the main variables: a) the
involvement of the council and the influence of thgposition and the councilors in the
decision making process and b) the activation dibdeative bodies (e.g. Economic and
Consultation Committees) and the influence of datigroups.

The decisions of the city council regarding thafinial issues of the municipality, due to the
rigorous economic surveillance by the central gorent, are prescribed by law and the
instructions of the Ministries. For this reasorg Binance Department of the municipality is
responsible, because of its’ expert and manadear@liledge, to make relevant suggestions
and then the political leadership and the city @iumecides. In any case, the financial
departments implement the policy of the Mayor aate objections against the non-
implementation of the institutional framework ard fegality issues.

In particular, in the municipality of Athens thepurt legitimacy is high. All councilors are
informed about the financial situation of the mupadity and the measures have to be

4 More details in the Annex IV
5 More details in the Annex V
6 More details in the AnnexV
7 More details in the Annex N
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implemented, which are predetermined by the sfidte.councilors have confidence in the
financial department of the municipality and theagjreements expressed are not intended to
dispute the correctness of municipal decisionstbwgxpress their political disagreements
due to the different policies they represent.

Regarding the consolidation measures have been tak¢he Municipal Authority, on its
own initiative, they have been predefined, in pipie; by a narrow core member (Mayor,
Secretary General, Financial Counselor and admatigh) and then the majority vote them,
after a public discussion in the Municipal couramlon the press or media. Although the
majority municipal fraction is inclusive and degpiisagreements which may be expressed,
councilors eventually follow the Mayor's line.

“As regards the financial themes, the Mayor wasrhmgathe proposals of the financial
services and did what it was possible to implenttegn. In making decisions the Financial
services suggest and then the political leadersl@gides. In any case there is always the
Mayor’s vision.

Decision-making system is mixed, a combination @jdvis vision and the participation of
municipal counselors. In this municipal period thersonal influence of each municipal
counselor is no exists(Chief Financial Officer)

In the Municipal council a conflicting political tture prevails, but in some cases the
opposition tolerates, after intense pressure, aadithtes decision making in the Council in
crucial decisions, indirectly recognizing the cotress of majority’s choices.

“As regards the financial issues in the municipaluacil there is a controversy only for
political reasons. Municipal counselors have fudhéidence in the recommendations of the
Finance Department’(Chief Financial Officer)

The municipal authority involves in decision makiagstem all the municipal statutory
bodies. It made a particular effort to set up th&tiiution of “Consultative Committee”,
which is a deliberative body introduced by the ‘lKahtis” law and consists of
representatives from social and economic localdmddespite the efforts of the Municipality
to build up the institution, its function was prebiatic not due to the municipal actions but
the reluctance of citizens and the lack of politmature to express their views collectively
through a statutory body.

Throughput legitimacy

The degree of throughput legitimacy of the conslah policy in Athens has been assessed
by two variables. The first variable is referring the transparency, the fairness and
accountability of local decisions concerning thearmseof fiscal consolidations, including the
justification of the local choices in the represgéne and deliberative bodies. The second
variable concerns the open access and uncensawedofl the information to the public
(communication strategy of the municipality) and thle of press (publicity).

In the case of Athens, transparency and accouityabile high. The knowledge of the
municipal financial situation and the causes tbdtb this, since the outbreak of the financial
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crisis in 2009, both from the citizens and the @ilons, due to the wide publicity that follows
the largest municipality in the country, does neirpit the municipality opacity and secrecy.
The new municipal authority, due to the large defithat had to face, faithfully followed
the consolidation measures imposed by the statiidreffort it had the support of both of
the majority party and the citizens that requirée tfinancial reorganization of the
municipality. The municipal majority, despite treet that was a catch- all union of different
ideological parts, always supported the Mayor adtliat reason he did not seek wider
collaborations with other municipal fractions.

Unfortunately, the municipal opposition parties esned loyal to their strict party political
principles which undermine the consensus.

“All (the opposition) understood the difficultidsyit they did not vote the budget. However,
they voted specific fiscal consolidation measumsahse they know that we do well run”.
(Mayor)

The municipal authority has used broad coalitionts wivil society in order to support its
social actions, while streamlining the municipgbemditure managed not to increase council
fees that satisfied the citizens. In parallelattonalized the municipal organization structure
in consultation with the employee representatisreover, it invested in the transparency
of municipal finances. The Municipality of Athenashcreated an application on its website
"www.cityofathens" where everyone can monitor thglementation of the budget, on a
budget code basis, along with related statistitortler to combat bureaucracy it created
civil service points, with electronic transactiomsorder to fight phenomena of corruption
and delays.

Regarding the open access of the consolidation unesgo the public, the municipality,
publicizing the bad practices that the previous ieipal authority have followed, especially
in the fields of hiring surplus employees with fikeerm contracts and wasteful grants to the
municipal enterprises, managed to communicatetefédg the new financial changes to the
citizens. The Mayor in his public relations witletimedia and the press presented his profile
of legality, impartiality and consensus, relying ¢ms previous successful post as
Ombudsman. The media, based on the above Mayatacteristics, found a new style of
politician who has no political dependencies.

Despite the great municipal efforts in the fieldsoicial policy, the municipality failed to
communicate effectively its social work as diditg@lementation of economic consolidation
measures. In this outcome contributed the greadsneé an unprecedented humanitarian
crisis experienced by the citizens of Athens, duthé economic crisis, a humanitarian crisis
that its weight could not lift itself the Municipgl of Athens.

Output legitimacy
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Output legitimacy reflects the degree of effecteenof the imposed consolidation goals, the
measures of local economic development, the sgméty measures and the broader
framework of the “Kallikratis” reform.

The municipal authority following the consolidatioreasures imposed by the State managed
to reduce its debt loan, debt to suppliers and dtiat, avoiding not only the creation of new
deficits but also achieved accounting surplus. firfumicipal has also undertaken its own
initiatives to streamline the municipal administratorganization, reducing the number of
organizational units, merge municipal legal ergitialthough it was not mandatory by the
law, as there was no amalgamation with another ampadity, and limit the grants to the
municipal legal entities. Moreover, it reduced #igantly the municipal staff deciding not

to proceed to the renewal of fixed-term contraletg being expired.

At the same time, the Municipal authority has mati@d effectively the European funds for
the implementation of its developmental policy (meded the finance of 120 million euros
from the ERDF and the ESF to implement the opeamatiprogram “Project Athena” for the
period 2012-2020) and secured resources, donafindssponsorships to strengthen the
social work and activities (such as social marketjal pharmacy, the programs “solidarity
to family”, “social housing”, “help at home”, etc.fhe Municipal authority succeeded better
functioning of the “Welcoming and Solidarity Ceritia order to help more people are in
need and set up the “hub of mutual help of citizéosan immediate collect of food and
basic needs from the citizens. In order to motilagecivil society’s volunteering set up the
portal www.synathina.gr which helps the citizensorganize their common beneficial
actions for the city. The Mayor aims to attract ndanations and sponsorships, in an
integrated level and believes that has convincegé#ople that the municipality has a “clear”
management.

7.2 Political culture

In the municipality of Athens, despite the factttMayors fraction was all-inclusive, the
Mayor’s choices prevailed. The decision-makingha €ity Council is confrontational and
in exceptional cases there is a consensus, whiekhieved with difficulty, for example,
about the question to refinance the loan from tgedultural Bank the opposition gave its
consensus after intense pressure, although it iggested the same thing in the previous
period while being the majority. Especially, condation measures have been discussed in
the Municipal Council but decided by the majority.

Of course, there is the perception on the parthef ddministration that the conflictual
relationship between the parts of the majority iredminority are fake for political reasons.
The municipality of Athens is a nation-wide visildeena of party competition and rhetoric
polarization. The “plague of being the capital thighlights party symbolisms and impedes
consensus on local policies.

Relations between the municipal administration awidyor's consultants are not
confrontational, but there is a waste of energgféisials can receive orders from different

=N ]
@ NSRF
HELLENIC REPUBLIC HELLENIG REPUBLIC /?1 "
Ministry of Culture, Education and Religious Affairs MINISTRY OF ECONOMY ENTREPRENEURSHIP /
General Secretariat for Research and Technology INFRASTRUCTURE, MARITIME AFFAIRS & TOURISH =pg orcl = I EEEEEEEEE
regions of development

Co - financed by the Hellenic Republic and the European Union - European Regional Development Fund,
in the context of the O.P. Competitiveness and Entrepreneurship (OPC Il) and the R.O.P. Attica, R.O.P. Macedonia - Thrace

34



people participating in the widened political leegdtgp of the municipality. The Municipal

Finance Services supported and implemented theokdason measures, but in the field of
the budget drawing have failed to make rationappsals to the local politicians in order the
Municipality draws up a realistic budget. Moreottez Municipal services are not motivated,
on their own, to make proposals that help the mpaiity to overcome their problems
(wastage, collection of receivables etc).

According to the journalists, during the periodtioé former Mayor the majority party was
solid in taking decisions, instead of the periogEsent Mayor (2011 onwards) where there
were disagreements, due to the fact that hisrbstibn was catch-all union of different
ideological parts.

7.3 Policy style

The decision-making system is, in general, top- midased on a combination of Mayor’s
initiatives and the participation of administratiand municipal councilors. Many actors are
involved in the decision making system (Generalr&ecy, Mayor’s Financial Consultant,

Municipal Councilors, Chief of Financial servicdm)t there is a lack of consensus with the
opposition. There is no culture of citizen partatipn in decision making system and the
citizens intervene individually, only when they leaweir individual interests affected.

“In the (..) present Mayor’'s period the politicaystem was less person-oriented and had
more to do with the ideology of municipal counseldrhe (..) former Mayor had more
confidence in his external consultants, instead(.of) present Mayor who was more
administrative. (Journalist)

However according to the Mayor’'s perspective thécpaostyle is bottom — up and the
administration has the responsibility to make thappsals, but this aspect has not always
been confirmed by other respondents. There isaalsther aspect that the “openness” of the
decision making system and the all — inclusive ati@r of majority fraction leads to the
impression that there is not a central decisioningp&ystem.

“There is not a central decision making system,athbsits on the steering wheel, all sitting
in the back seat. It dominates the voice of thengfest and who will spend more time in the
office of the Mayor. | do not know the criteriad#cisions are made. For each decision |
hear, | fall off my chair. The decision- makingtseys is Byzantine”(Mayor’'s Financial
Counseloy

Inspite of the aforementioned situation, in the Mipality of Athens there is an active, vivid
and extremely pluralistic civil society, despite filact that most Athenian citizens live in the
suburbs and commute for work. Many innovative e initiatives emerged in recent years
(e.g. the “Atenistas” movement, resolving local ldeans through zero-cost local actions
etc.), but the Municipal leadership has failedrntegrate these movements into municipal
policy- and decision making because the municiditips in Athens are extremely party
politicized and not attractive for active citizerihere is a long-lasting mutual mistrust
between civil society and municipality. This is fi@rlarly obvious in the field of culture.
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The municipality used to spend a lot of money fag municipal radio, several feasts etc.,
while at the same time the city took advantage ofarthan 200 permanent theatre scenes
(worldwide one of the richest theater landscapbka)j managed to survive without any
municipal support.

During the new municipal period the mayor is tryingmplement new ways of consultation,
activating the participation of the neighborhood.

“The top-down leadership style is over. It was aggplwhen the municipality had money,
staff, when it was able to spend 1000 to do a ptpjehile it should spend 100. Nowadays
we cannot do these, we do not have staff and mdtdeyieed the people stand by us. The
people are close to us when we listen to them einthém speak to us”. (Mayor)

7.4 Knowledge

In exceptional cases, external consultants are faseztonomic governance issues, such as
in the case of an audit firm that has undertakponteng for Moody's or on issues relating to
the implementation of programs of European graBSPA). On the other hand, taking
advantage of sophisticated financial advice shbeldo surprise for a big, internationalized
city like Athens.

The municipality counselors seem to have confidentethe financial department

suggestions, as they have no knowledge of econpimitghey vote following the line of

their list and the majority of the city councilf@lowing the options of the Mayor, since the
whole institutional design of the system of munatigovernment is Mayor-centric.

7.5 Leadership

The political style that characterizes the Munittgaof Athens is not hierarchical and
Mayor-centric but cooperative. In the Majority ft@n there are disagreements due to the
fact that it was a catch- all union of differeneddogical parts. These disagreements are
usually dealt with through compromise. The coopesgbolitical style is visible in the field

of economics where the political leadership andatiministrative follow the procedures
prescribed by the law and the Mayor has confidencdne municipal financial services.
Regarding the implementation of economic stabiliatthe Municipal Authority is
reproductive, and follows the faithful observanédimancial rules imposed by the central
government. Strategic goals regarding fiscal cadabbn are not clearly formulated by the
Municipality, but the Mayor, with his own strategiatiatives, managed to streamline the
municipal operational costs and proceed to strattanhanges in the field of personnel
management and of the municipal legal entities.ddweer he undertook initiatives not only
to utilize resources from the European Union, ideorto cover the increased social needs,
but also motivated the civil society in order toesggthen social actions and attracted
donations and sponsorships.

8. Conclusions
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The central government imposed on municipalitiestsfinancial rules in order to control
the execution of the budget of the municipalitiBsese measures are welcomed, but need to
be complemented by extending the capabilities afinipalities to collect their receivables
and establish their own income.

There are separate views between majority and ityrparties on the causes of the financial
crisis, as the party of the majority focuses onogiethous causes while the minority (and
partly identify in with former leadership of the miaipality during the period of debt growth)
focuses on external causes.

The reduction of operating costs and excessive dspgnas well as the reduction of
personnel, through retirements and ending up opteary employment contracts, were
certainly a result of cuts in state funding andevenposed by central government policies.
Another unwelcome incentive was the inability tdlect receivables (overdue claims of the
municipality), but it should also be the resulcohscious rationality.

The radical cutting of expenses was the main teeduy the municipal authority to deal
with the problem. This policy must be strengthebgdhaking better use of human resources,
more aggressive claims on the State’s grants amitemsive use of the municipal property.

In particular, from 2002 onwards it is obvious thaperational expenditure of the
municipality cannot be covered by its own reventi&éerefore, it is necessary a reduction of
other operating expenditure which do not have aeldgwnental character (reduction in
consumables, supplies). The municipality is obligiedeek grants from the state to address
the costs associated with the metropolitan charattée municipality and the fact that it is
the country's capital. Moreover the Municipalitysha harness innovative ideas for more
efficient use of private assets (real estate, exg)it

9. Micro-Level Policy Recommendations

Recommendations address all types of practitiomdrs have been involved in the
processes of municipal fiscal consolidation of Athél'here are 4 main categories of
practitioners:

» Elected politicians (e.g. Mayor, Vice-Mayors, mupa councilors etc.)

» Municipal administration

» Actors of the upper level (e.g. Deconcentrated Adstiation, Central State,
Ministries, et.al.)

» Others (local chambers, NGOs, Banks, journalisty et

9.1 Recommendations to elected politicians
» The fraction of the majority must find consensughwihe minority fractions,
publicizing to the citizens the problems and theppised solutions. The participation
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of the citizens to the decision making system wtrease the accountability and
responsibility of all municipal elected people.

» All the municipal actors should make consideraliterapts to enhance the local
democracy, through public debate and more opennamr@ transparent decision-
making procedures.

» The municipal staff should be used more efficienfljongside municipal leaders
must train the staff to understand the municipaigoals in order to achieve them.

» The municipal financial consolidation requires @#nt prioritization of operating
costs and cut of wastage.

» Itis necessary a strategic planning of the muaidyudget, which will be realistic,
utilizing the problems and the weaknesses of tligets of previous years.

» There is a need for a better documentation of thiesl of Deputy Mayors and better
cooperation with the municipal managers.

» The municipality needs to become more outward-loglarganization. The Mayor
should communicate the work to the citizens andihzetthem in a volunteer basis
with social bonuses.

9.2 Recommendations to municipal administration

» Municipal administration should think of itself as integral part of the municipality
for the attainment of fiscal consolidation and astan independent part that acts on
its own.

» Municipal administration should keep transparembyectivity, serving public good
independently of the political leadership

» The municipal administration should understandeatponsibilities in managing the
fiscal problem of the municipality, reducing op&atl costs and prioritizing its
operational needs.

» The municipal financial services should be mobdizs regard to the collection of
the municipal revenue and should make rationalgsals to local politicians in order
the Municipality draws up a realistic budget.

» The municipal administration should act as a “comivating mediator” between the
municipal authority and the citizens, based ongpanency and detailed information
to the public.

9.3Recommendations to other actors
» It is necessary a wider participation of citizenspublic debate on the financial
problem of the municipality, in order to strengthiére accountability of elected
representatives and officials.
» Mobilize different groups that would promote coagiere leadership and contribute
to formulation of vision for Athens.
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>

>

The provision of local knowledge is particularlyportant for heavy and bureaucratic
administrative machinery of Athens as well as farty politicized politicians who
are not really aware of local Athenian problems aoiresponsive towards Athenian
citizenry.

Exercise systematic and organized pressure okngizn policies implemented by
the municipality to deal with everyday problems agpatticipation in statutory
consultation bodies.

Greater involvement of civil society in the so@ations of the municipality

10.Macro-Level Policy Recommendations

>

The central government ha$ tieliver the resources allocated to local goverrtmen
timely, so that municipalities can make reliabléreates about their income and
make themselves their own plans.

The central government needs to diversify the medrssabilization depending on
the size of the municipality, the needs and theekegf fiscal adjustment.

The central government should provide to the Mypailiiies incentives, such as the
reducing of austerity measures, when the Munidipakthieves its short and medium
term objectives.

The transfer of responsibilities to the local goweents must be accompanied by
sustainable resources in perpetuity.

It is necessary the abolition, by the law, all phiwileges and immunities of the State
against the Municipalities (“the polluters pay”).

The municipalities must claim the resources alledatio them by the State and
formulate their collection policy along with thertdbution of their citizens.

Municipalities must improve the degree of capturéhe tax base.

The central ministries (particularly the Ministry &finance) should explicitly
recognize municipalities as tax authorities and/jgi® them all the information that
government agencies have in their files (eg susfatduildings, elements of VAT,
taxable items etc.). That can be exploited by theanicial services of the
municipalities.

8 Local actors’ Macro- level policy recommendations in the Annex VIII.
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ANNEX |

After the reorganization of the Municiplaity of Aghs, the General Directorate of Finance is
composed of four Directorates:

The Directorate of Finance,

The Directorate of Municipal Revenue,

The Directorate of Supplies and Logistics,
The Directorate for Trade and Development

The Department of Finance, which is the heart & fimancial management of the
municipality, is composed of six departments:

General
Directorate of
Finance

Directorate of Directorate of Directorate of
Municipal Supplies and Trade and
Revenue Logistics Development

Directorate of
Finance

Cash Department
Management Hepaitment Departinent of Municipal

Department Property

Budget Accountancy
Department Department

of Revenues of Expenses
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ANNEX [l
Endogenous and exogenous causes of fiscal crisis

According to the interviews, the main endogenouwssea lead the Municipality of Athens to
the present fiscal crisis, are the follow:

Interview with the Mayor
» Redundant personnel
» Maladministration and bureaucracy
» Inability to control the operation of the municipagal entities
» “Balloon payment” on the loan contracts
» Reluctance to the collection of the municipal rayen
» Non realistic Budgets
Interview with the General Secretary
High Costs for Wages and other benefits
Massive recruitments of personnel
Loan Debt
Debt to Suppliers
Non realistic Budgets
Excessive Level of Operating Expenses
» Corruption
Interview with the Financial Consultant
» Excessive Level of Operating Expenses
» Inability in the Collection of Receivables due @ngces’ inaction
» Non realistic Budgets
» Loan Debt
Interview with the Chief Financial Officer
» Under qualified Staff (Lack of expertise in centaireas)
» Non realistic Budgets
» Lack of cooperation and information exchange wiltestax authorities
Interview with Opposition
» Debt crisis is due only to exogenous causes
Interview with the Journalists
» Non realistic Budgets
Excessive level of operating expenses
No utilization of the municipal property
Massive recruitments of personnel (especially imitipal enterprises)
Splurge on travel, public relation costs
Excessive spending on fictitious overtime, esplytia street cleaning and carbidge
collection service
Corruption with contractors
Partiality favoring voters and supporters of thenmypal majority list and the
corresponding national party

VVVYVVYVY

YV V VY

YV VvV
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According to the press releases, the main endogecauses lead the Municipality of
Athens to the present fiscal crisis, are the follow

High loan debt

High wages costs

Irrational spending

Lack of control and rules

Bad operation of municipal enterprises

Mismanagement of municipal finances, municipahesand operational costs
Failure of collecting revenues

Lack of programming and strategy

YVVVYVYYVYVVYVYYVYY

According to the interviews, the main exogenousseauead the Municipality of Athens to
the present fiscal crisis, are the follow:

Interview with the Mayor
» Failure to collect revenues due to the lack of evapon with the tax authorities of
the State
» Failure to be covered by the State the financiadsederives from the metropolitan
character of the municipality of Athens.
» Reduction of Central Autonomous Grants
» Inability to regulate, on its own, the fee rates
Interview with the General Secretary
» Failure to collect revenues due to the lack of evapon with the tax authorities of
the State
» Inability to regulate, on its own, the receivalfiesn its debtors
» Strict state rules and constraints for using coraptay fees
Interview with the Chief Financial Officer
» Failure to collect revenues due to the lack of evapon with the tax authorities of
the State and the bureaucracy
» Strict state rules and constraints for using coraptny fees
» Reduction of Central Autonomous Grants
Interview with the Financial Consultant
» Inability to plan due to non-timely State’s grants
Reduction of Central Autonomous Grants
The economic crisis affects the collection of fees
Failure to collect revenues due to the lack of epapon with the tax authorities of
the State and the bureaucracy
» Failure to collect municipal fees due to the ecoitcand socio -economic crises
Interview with Opposition
» The State enforced the Athens municipality to w@ilke loans for the Olympic Games

YV V VYV
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» Failure to collect revenues due to the lack of evapon with the tax authorities of
the State
» Reduction of Central Autonomous Grants
Interview with the Journalists
Reduction of Central Autonomous Grants due to tleenldrandum
Inability to plan due to non-timely State’s grant
Excessive lending for the Olympic Games
Failure to collect revenues due to the financiadisrand economic downturn of
citizens because of the Memorandum.

YV V VYV

According to the press releases, the main exogerauses lead the Municipality of Athens
to the present fiscal crisis, are the follow:

» Failure to collect municipal fees due to the latla ¢tong-term receivable policy and
bureaucracy

» Failure to collect municipal fees due to the ecoitcand socio -economic crises

Reduction of Central Autonomous Grants due to tleenldrandum

» Financial burdens related to the metropolitan dattaraof the municipality, e.g.
disasters from demonstrations, failure to colleetsffrom public services housed in
the territory of the municipality

Y
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ANNEX 111

Scope and means of actions

The basic austerity measures, whicl Municipality has taken in the period from January
2011 to August 2014, according to the interviews,the follow:

Interview with the Mayor

» Reduction of staff due to retirements
» Establishment of a central Department for the imm@etation of procurement and
tendering projects
» Merging of several municipal legal entities
» New agreements with lenders to extend loan repatgmen
Interview with the General Secretary

» Collection of revenue through foreclosures
» 40% reduction of staff due to retirements and teation of fixed term contracts
» Reduction of operating costs by controlling anaptizing spending on supplies
» Establishment of a central Department for the inmaetation of procurement and
tendering projects.
» Open contest for supply of material
» Zero costs for public relations, newspapers, magszi
» Reduction of the municipal radio station operatoogts to 4.300.000 euros from
16.000.000 in 2009
» Reduce outsourcing services and mobilization theiomality’s personnel
» Reduction of rents paid by the municipality anda@cation of services
» Reduction of legal entities to 12 from 18
» Reduction of grants to municipal enterprises torhiion euros from 25 million in
2009
» Utilization of 120 million euros from ESPA fundsjtinout charging the municipal
budget
Interview with the Chief Financial Officer
» Establishment of an Audit committee for monitorggpenditures
» Reduction of staff due to retirements
» Cuts in subsidies to the municipal legal entitied enunicipalities
Interview with the Financial Consultant
» Merging of municipal legal entities and enterprises
» Cuts in subsidies to the municipal radio station
» Establishment of an audit committee for monitorxgenditures
Interview with Opposition
» Increase of municipal fees for the period 2004-2010
Interview with the Journalists
» Reduction of staff and municipal legal entities amderprises
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Restriction of expenditure

30% reduction in rents for buildings that housediuipal services

Utilization of municipal private property for houg services

Reduction by 52% the overtime cost

Reduction of subsidies and subventions to the ompatilegal entities

Reduction of promotional public relations’ projectsr the municipality e.g.
Christmas events

The basic austerity measures, which the Municiyalés taken in the period from January
2011 to August 2014, according to the press retease the follow:

YV VYV VVY

» Rationalization and restriction of cost categories

» Utilization of municipal estate

» Reduction of staff and merging of municipal entexgps

» Utilization of EU funds
The basic austerity measures, which had been indgmstheupper levelsin the period from
January 2011 to August 2014, are the follow:

Interview with the General Secretary
» Monitoring the budget in real time through the Qleatory
» Integrated payroll of stuff, reducing overtime pants by law
Interview with the Chief Financial Officer
» New way of drawing budgets
» Strict measures for expenditure implementationhigylaw
Interview with the Financial Consultant
» Monitoring the budget in real time through the Qlatory
» Accurate balanced budgets
Interview with Opposition
» Monitoring the budget in real time via the Obseovat
Interview with the Journalists
» Refinancing of loans
» Monitoring the budget in real time through the Qlatory
» Abolition of municipal Police
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ANNEX IV
Legitimacy and transparency

Citationsfrom the General Secretary
» “The central political line derives from the Mayorhe Department of Finance has
a sense of financial responsibility. We try toimélthe ideas and the initiatives of the
Municipal services as much as it is possible”.

Citations from the Mayor’s Financial Counselor
» “The Councilors are more concerned with policy ssuwWhen the municipal council
discussing technical issues the counselors are &adye manipulated or have a
sterile reaction. The requests of services do avtha basis”.
Citations from the Opposition
» “The Economic Commission draws up the municipaldetdThe decisions are taken
by the majority. The mayor controls 3/5 of the mijpal council. The economic issues
are not easy to understand and the most of theaipahicounselors have no financial
knowledge, so they can't creatively involve in finenation and implementation of
the economic policy. The Mayor’s suggestions apepted by the majority, with few
exceptions”.

Citations fromthe Journalists
» “Sometimes society has raised issues which areugggd in the municipal council.
The parties usually vote based on the party line.”
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ANNEX V
Political culture, Policy style

Citations from the General Secretary

>

>

“The municipal policy is derived from the Mayor.elMayor decided to reduce the
operating cost of municipal radio station 9.84 abh@5%".

“In the municipal council there was consensus ama@dt anything. As regards the
issues of debt and the cuts, (..) the former Mawas opposed. The refinancing of the
loan from the Agricultural Bank was required an egment with the opposition

which achieved difficulty”.

Citations from the Opposition

>

“The municipal administration implements the Mayopolicy. It is able to raise
objections only about the implementation of insithal framework as regards the
legality of an action”.

» “Municipal Directors appointed them whom the mupali authority believes that

they can better promote its policy”.

Citations from the Journalists

» “The decisions are taken top- down. | believe tsahe right way but the decisions

must be enriched from the bottom and then the @leaision be taken from the upper
level. The relations in the Municipal council arenférontational. Most times, the
local interest is sacrificed in the general. The fresent Mayor is certainly a
consensual character and people voted him moréhadrreason than for his work in
the Municipality, which, despite his efforts, was appreciated by the people. People
voted him because they wanted to premium his rolidyprepresent’s.

“The cut of staff and costs in municipal radio sgatwas a brave decision of Mayor,
whereas the radio station displays the work of Mhenicipality and eventually the
work of the Mayor”.
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ANNEX VI
Knowledge

Citations from the General Secretary
» “The knowledge for taking financial decisions desvfrom the municipality’s
financial services. Only once time we used theisesvof anaudit firm that had
undertaken reporting for Moody's”.
Citations from the Chief Financial Officer
» “The financial decisions are based on the knowhavd @he experience of the
financial services.”.
Citations from the Mayor’s Financial Counselor
» “My role is advisory. | sought cooperation with tifi@ancial services in order to
achieve my goals. | know that | need the Staff,ralg is cooperative, | am
facilitator.”.
Citations from the journalists
» “The municipal administrative has an executive rimiéhe decision making system.
The majority of the decisions are taken by the Nipai council. The (..) former
Mayor had more confidence in his counselors thgrpfesent Mayor”.
» " The external counselors are not necessary for thgdviaecause they do not know
the municipal problems and the real needs of pedptevadays the Municipality
does not have money to pay them so it is necessagyutilized the municipal staff”
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ANNEX VII
Leadership

Citations from the General Secretary

» “We focus on the mapping of procedures in the atbasare problematic, as in the
process of procurement. We want to eliminate tmeducracy imposed by the central
government. Today 200 signatures needed to becqrecarement competition”.

» “There is no culture of citizen participation in csion making of the city council.
Although Kallikrates establishes a Consultation @attee, which participates as an
advisory body for the formulation of the draft betigthe committee has been
established but not really activated due to lackpafticipation. Especially in the
drafting of the budget the requirement for partatipn was 58 persons and there
were only five present. Therefore, citizens inteevadividually, only when they have
their individual interests affected”.

Citations from the Chief Financial Officer

» “The administrative is required to faithfully follothe law regardless the will of the
elected. The procedures are predetermined and e®lliged to apply them. | have
made proposals in order to the Municipality ach®evstrategic goals. Many
innovations actions can be applied to the munigipal

Citations from the Mayor’s Financial Counselor

» “The municipal authority has achieved to survivepiée the reduction of money. But
the Municipal survival is not the real purpose bétmunicipality. Nowadays the
mayor is not able to manage the finances of theidihality, because everything is
arranged by the central government. The municipaldes not have its own revenues
and for that reason is unable to determine them”.

» “My perception for the administration is that sineffectively there is no planning,
the stronger voice is listened and the one thahdpenore time in the office of the
Mayor”.

Citation from the Opposition
» “The Municipal authority is able to set new strategoals but the changes of the
Municipal priorities are necessary. The money efrtiunicipality even if are reduced
should be used in other fields. For example the epdor the redevelopment of
Omonia square is a typical example. We have spdhoms of euro and the bad
condition of the square remains the same. That snaoeld be given to social
infrastructure”.

Citations from the journalist
» “The economic problem is an obstacle to the implaat@n of large visions. Two
years before, | would say that the municipalityos$ able to realize anything strategic
but only small projects”.
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» “The crisis brought many NGO'’s closer to the mupddity. The city invited such

entities because the municipality was not ableotgec the emerging big needs on its
own means and resources.”
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ANNEX VI II
Actors’ Macro- level Recommendations

Citations from the General Secretary

» “Required improvement is needed in three areas:
o Termination of undue bureaucratic procedures, Wteave been externally
imposed, such as the procurement system
o Redefinition of local government responsibilitiesorder to avoid confusion
with the state’s responsibilities.
o Flexibility in financial management. It is necesgato promote the
establishment of local municipal taxation which m&d want to impose you
50 euro tax, but the municipality can offer to ydad a kindergarten,a
kindergarten bus and lobster for lunch every day,ropose you one euro tax
but your kid’s lunch in the kindergarten can beyobéans”.
» “We must continue to prioritize spending.
Citations from the Chief Financial Officer

» “There is a need to address the complexity of pdaces regarding the review of
fiscal legality.”
» “Strengthening the municipal personnel and the apdrsonnel with specific tasks.”
» “The municipalities must have the ability to coliélseir own resources”.
Citations from the Opposition

» “People need to think which the real benefits @& thunicipal projects are.”
Citations from the Financial Consultant

» “The mayors are now puppets, as the central govemimegulates everything
about how they work and what they do. The Mayonogplay any role, because
he is not the money manager. The Municipality cargetermine its own
revenues, so the Mayor is forced (and accommodatedsk money from the
State. It is necessary to promote the independendecal authorities from
central governmeiit

Citations from the Journalists

» “ltis required the utilization of the municipalisyhuman resources, the citizens and
officials. Everyday problems do no need to be sbbrdy with money”..

» “If the Central State Grants remain reduced, if thenicipality does not utilize the
European Union funds, the municipality cannot geadi.

» “There is a need for the municipal social servitede strengthened, there is lack of
information. Furthermore, we must stamp out bureacg and unblock procedures.”
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