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Abstract

Participation in the local public finance decision-making process in Serbia is not a
new concept as it was implemented even during the ‘Titoistic’ period. However, direct
participation is still in an infant phase altogether with the low interest of citizens in
participating in local financial decision-making procedures. The aim of this paper
is to explain the main types of civic participation in the local financial decision-
making process (i.e., referendum voting on self-imposed contribution, participatory
budgeting, and civic crowdfunding) and to focus on the main factors that lead to a low
participation of citizens in such processes. Additionally, the article analyses how these
factors affect general mistrust in politics and society. For this purpose, a total of N=421
citizens were interviewed. Using the principal component analysis, the following three
main components for low participation were defined: 1) lack of knowledge, 2) lack
of interest, and 3) lack of political will. Thereafter, using the regression analysis, the
study confirmed that the first two components are statistically significant predictors
for mistrust in politics and society.

KEY WORDS: Alternative public financing, Self-imposed contribution, Participatory
budgeting, Civic crowdfunding, Principal Component Analysis, Serbia.

INTRODUCTION

Nowadays, providing the existing public services and reaching for the
new ones with a reluctance to manage budgets are challenging all local
governments around the world. New needs and requirements are increasing
traditional sources of financing, leading local administrations to search for
alternative sources of financing. New financing strategies include green
bonds, social impact bonds, privatization (Singla, Shumberger, Swindell,
2019), public-private partnerships (Benkovic, Krivokapic, Milosavljevic,
2015), and many others.
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Until now, many academic radars have been focused on new classes
and instruments used to finance local infrastructure, goods, and services.
However, a simple increase in taxes, municipal debts, or the enforcement of
any other type of tax on citizens or enterprises without their direct support,
approval or cooperation now seems less realistic (Sedlitzky, Franz, 2019).

Citizencentrism as a concept requires a constant review of attitudes and
opinions towards public services (Cicvaric Kostic et al, 2013). Innovation
in both funding and citizens’ participation is necessary for the sustainable
operation and investments in local services. Public administration is not
synonymous with innovation, but (Radonic, Milosavljevic, 2019), some
progress has recently been made at the global level (Fung, 2015) and
national level (Serbian).

In the post-world period, participation in the public financial decision-
making at the local level in Serbia was introduced during the “Titoistic”
period. The concept of self-imposed contribution and ‘working actions’ was
extensively used for the reconstruction and development of Serbia, a part of
then Yugoslavia (Milosavljevic, Spasenic, Benkovic, 2022). True participation
was introduced in the last few decades in the form of participatory
budgeting. However, only a few municipalities implemented this concept of
participatory budgeting, mostly as a part of the EU projects (Milosavljevic et
al,, 2020). Finally, a special attention in 2021 was paid to a modern concept
of the participation of citizens in financial decision-making processes when
the first civic crowdfunding project was initiated and implemented in Serbia
(Milosavljevic et al., 2021).

Although these three concepts (self-imposed contribution, participatory
budgeting and civic crowdfunding) of participation in financial decision
making in local communities can alleviate some of the administrative issues
and overcome financial obstacles, and citizen activism aimed at direct
participation stays rather non-utilized. The main barriers and obstacles
for the citizens’ involvement and low participation in budgetary and other
financial issues at the local level remain an unsolved puzzle. This paper aims
to empirical research of the main factors and the forces omitting the citizens’
engagement in local-level financial decisions. The specific objectives of this
study are as follows:

e empirically exploring the main factors causing an insufficient
engagement of citizens participating at the local-level public financial
decision-making processes; and

¢ empirically examining the ways how these factors affect the mistrust
in politics and society.
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In the authors’ opinion, such studies have never been carried out.
Although a wide range of evidence is mainly aimed at finding the main
reasons for direct democracy, only a few studies examined, investigated and
studied the main factors and predictors of this phenomenon (Zepic, Dapp,
Krcmar, 2017). In terms of methodology, most of the similar studies are
theoretical rather than empirical (Sintomer, Herzberg, Rocke, 2008). Finally,
in terms of geographical context, there is a lack of research carried out in
developing economies with none conducted in Serbia.

The paper is structured in the following chapters. The introduction
presents the matter of participation in financial decision-making process at
the local public level as a topic of this paper. Chapter 1 (Literature Review)
reviews the dominant participation models in the local financial decision-
making process (self-imposed contribution, participatory budgeting, and
civic crowdfunding). Following Chapter 2 (Methodology) elaborates on
the methodology applied (the development of the research instrument,
sampling procedure, data collection and processing). Consecutive Chapter 3
(Findings) delineates the results and is interlinked to Chapter 4 (Discussion),
which contextualizes the main findings and explains contributions and
implications of the research introduced in this paper. Finally, the last chapter
provides concluding remarks along with the main research limitations and
further recommendations.

1 LITERATURE REVIEW

The concept of participation is still vague and “covers different models
and tools that should have enhanced political participation of the citizens”
(Mindrik, 2020, p. 29). This chapter addresses the current situation and
historical development of citizen participation in financial decision-making
processes at the local level with the aim of explaining the spatial and
socio-political context of the study. In this part, three main types of direct
citizen participation implemented in Serbia are described: 1) self-imposed
contribution, 2) participatory budgeting, and 3) civic crowdfunding.

Although citizens of Serbia utilise various options for direct participation
in the financial decision-making process at the local level, their participation
has not been high and the public interest in such projects has been modest.
Accordingly, this Chapter reviews also the literature related to the eventual
reasons for low participation of citizens in participatory forms of financial
decision-making. On the basis of this literature review, two hypotheses are
set.
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1.1 Main types of participation in financial decision making at the
local level in Serbia

Serbia is not a leader in public sector innovativeness (Milanovic,
Milosavljevic, Milosevic, 2019), transparency (Milosavljevic, Milanovic,
Benkovic, 2017), or efficiency (Milosavljevic, Dobrota Milanovic, 2018)
at both central and local government levels. Citizens’ participation in
governance in general, and financial decision-making processes certainly
require these qualities of public management.

However, from a historical point of view, some rudimental versions of
the participation of citizens in the decision-making process were present
around in Serbia even during the communist period. This fact refers to the
self-imposed contribution particularly, as this way of financing was used for
the reconstruction and development of Serbian economy throughout the
second half of 20" and the beginning of 215 century. In this chapter, different
models of 1) self-imposed contribution, 2) participatory budgeting, and 3)
crowdfunding are explained and illustrated.

The first one, a self-imposed contribution is a specific type of financial
levy for which citizens decide on a referendum and is typical for local
self-governments. Aimed at gaining better living conditions, residents of
a certain municipality (or even a lower level of local communities, the so-
called ‘mesna zajednica’) may be willing to pay an additional fiscal levy in
addition to the ordinary taxes (Podlipnik, Ili¢-Popov, 2018). Citizens vote
on a self-imposed contribution in a referendum. A detailed regulation of
such referendums in Serbia is provided for in Articles 87 to 97 of the Local
Self-Government Act (Law on Local Self-Government, 2007). This legal
obligation is a special decision that creates material obligations, both for
those voting in referendum and for those citizens who do not vote in the
referendum. The fact of voluntary participation is still considered as very
important (SKGO, 2006, p. 47). This fiscal levy does not necessarily imply
cash transfers from citizens to local budgets. In fact, this contribution can be
delivered in-kind (goods, labour, transportation, or any other services). As
such, this fiscal levy is seldom used for the common needs of the population
in rural and suburban settlements (SKGO, 2006, p. 47).

The procedure for the introduction of self-imposed contribution
encompasses three phases: 1) The municipal assembly submits a program
that determines the sources, purpose, and manner of providing total funding
for the self-imposed contribution; 2) The municipal assembly determines the
proposal of the decision on the introduction of the self-imposed contribution;
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and 3) The citizens decide on the proposal of the decision directly, by secret
ballot or in person with a signature, and the decision is made if the majority of
the total number of citizens from the area to which it refers vote for it.

There were several examples of calling a referendum in Serbia in the last
few years, such as the case Zitiste, where a referendum for self-contribution
was called in 2019 (for a period from 1.5.2019 to 30.04.2024). Also, another
example of a successful referendum held on the introduction of self-
contribution is the one held with the local community “Luki¢evo” (adopted
for the period from 01.01.2015 until 31.12.2024).

“Participatory budgeting is a decision-making process in which citizens
deliberate and negotiate over the distribution of public resources” (Silva,
Morais, 2011, p. 3184). Thus, it enables citizens to allocate directly the
taxpayer’s money (Jabola-Carolus, 2017). Ever since the first case of
implementing the participatory budgeting was the Brazilian city of Porto
Alegre in the late 1980s, and since then the concept of participation in
financial decision-making in local administrations has been attracting a lot
of academic and practical attention.

Participatory budgeting is implemented in the form of (i) offline versions
(public assemblies between local governments and citizens), (ii) online
versions using ICT tools to interact with citizens, for instance, receiving
project proposals through a web portal or balloting via SMS votes, and (iii)
hybrid versions, when citizens can participate both online and in public
assemblies (Ewens, van der Voet, 2019).

Most of the cases of participatory budgeting in Serbia are explained by
detail in Milosavljevic, et al. (2020). In a nutshell, the process of participatory
budgeting is not founded in law, the diffusion of the cases is low as only
a few municipalities (in one case a sub-municipal level) have conducted
participatory budgeting up to now with municipal funds the main source of
finance, ranging from 0.05 to 0.39%.

Finally, crowdfunding- the third model, in general, is a fundraising
technique, which allows businesses, physical persons, or non-governmental
organizations to obtain capital from a large number of individuals from
the general public, so-called the ‘crowd’ (Macht, Weatherston, 2014). The
main characteristic is the provision of funds through small donations
or sponsorship by individuals from various online communities or
organizations that identify themselves with the specific project seeking the
funding (Hemer, 2011).

A civic crowdfunding is a specific class of crowdfunding (Stiver et al.,
2014). The main difference from ‘standard’ crowdfunding projects is the
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aim: civic crowdfunding projects are directed towards contributing to
community development (Caré et al., 2018) and the outputs of such project
are various community or quasi-public assets (Davies, 2014). The secondary
differences to the other classes of crowdfunding are in terms of the main
platforms, online communities, participants, sponsors, narratives in the
campaigns, etc. (Lee et al,, 2019; Wenzlaff, 2020).

Civic crowdfunding has been implemented in a considerable number of
projects around the world (Brent, Lorah, 2019). As for the case of Serbia, by
simply browsing through the main international crowdfunding platforms
(Kikstarter, IndiGoGo) and specialized civic crowdfunding platforms
(Citizinvestor, ioby, Spacehive), none of the cases were recorded in Serbia
(Milosavljevic et al., 2021). A specialized platform for a civic crowdfunding
competition was launched in 2021 by the National Alliance for Local
Economic Development in cooperation with “Loud Crowd” and supported
by the German Federal Ministry for Economic Cooperation and Development
(BMZ). Approximately five thousand participants joined the conference and
funded the winning project from this competition. However, larger-scale
projects are still expected.

Although citizens are in the focus of the financial decision-making
process (particularly those related to budgeting), the number of citizens -
active participants in such programs or projects - is still low. The common
sense could lead to the conclusion that this might be connected to generally
low turnout rates at elections (i.e. turnout stood at a record low at the
parliamentary elections held in 2021, the lowest since the introduction of
the multiparty system in Serbia in 1990). In addition to this, other economic
or political factors related to the low turnout are emphasized in other
studies (Pavlovi¢, 2019; Nasti¢, 2020).

1.2 The reasons for the low participation of citizens in the forms of
participatory financial decision-making

Several studies analyse the reasons for the low engagement of citizens
in participatory budgeting processes around the globe. For example, the
main reasons listed in a quantitative study conducted by Yang and Pandey
(2011) include the presence of elected representatives, transformational
leadership, and the structures of the target organization and citizen
characteristics, which include the competence and representativeness of
the citizens involved. On the other hand, Pandeya and Shrestha (2016) claim
that the main factors of effective citizen participation are: (a) administrative
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factors, for example, institutional and policy frameworks, organizational
characteristics, bureaucratic responsiveness, and participation mechanisms;
(b) factors related to the citizens involved, for example, how representative
and competent they are; and (c) civil society factors, for example, links
within community, capacity, and representativeness.

Apparently even in the digitalized context, citizen e-participation
remains low. ICT technologies and digitalization are often advocated as
a panacea to citizen sourcing and active participation (Schmidthuber,
Hilgers, 2017). In some cases, e-participation indeed provides a solution
for strengthening e-democracy on the local government level (Mzerge
et al,, 2020). From a grand scheme of things, municipalities applying the
e-Participatory Budgeting programs hold fewer face-to-face meetings in
their participatory budgeting programs. Cities with greater administrative
capacity, as measured by decentralized management scores (IGD), hold
more meetings in their face-to-face participatory budgeting programs than
do the cities with less capacity (Touchton, Wampler, Spada, 2019).

Technology might decrease the cost, simplify the process, or save time
for both the administration and citizens. However, it would hardly increase
participation, as most reasons are based on lack of knowledge, lack of
prerequisites provided, no interest or refusal to participate in local financial
decision-making processes (Zepic, Dapp, Krcmar, 2017).

As explained in the previous subchapter, although Serbian citizens
have an opportunity to directly participate in financial decision-making
process at the local level, the actual number of citizens who actively use this
opportunity is still low. One explanation for this phenomenon may be that
participation projects are “imported” from Western democracies and could
not be well suited to the Serbian public administration system (Milosavljevi¢
etal, 2020).

1.3 The political and societal effects of low participation

Higher citizen turnouts would ultimately improve democratic capacities,
as implied in a stream of research based on a so-called ‘participation
hypothesis’ The participation hypothesis posits that participation in any
democratic activity encourages people to engage in other civic activities
(Gastil, Xenos, 2010; Boulianne, Chen, Kahane, 2020). This stands for
participation in financial matters and issues. For example, some new
empirical studies have shown a positive causality between participatory
budgeting participation and probability of individuals voting in political
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elections (Johnson, Carlson, Reynolds, 2021). In short, the participation
hypothesis deduces that if citizens are actively involved in some sort of
deliberate democratic process, they may be more active in other forms of
political life, and ceteris paribus.

This ceteris paribus supposition refers to the second aim of this research
- the relationship between factors (Lack of knowledge on participation, Lack
of interest in participation, Lack of political will) and (mis)trust in politics
and society.A number of recent studies have examined the relationship
between (non-)participation and (mis)trust in politics and society. Swaner
(2017) claims that the trust in elected officials can be improved when
residents determine how to spend the public budget. Trust and mistrust, as
inferred by Wilkinson et al. (2019), play pivotal role in progressive, effective
and trustful participation and vice versa. Kim (2014) argues that effective
participation is an antecedent of general public trust in politics. To sum
up, the main supposition of previous studies (Swaner, 2017; Wilkinson et
al, 2019; Kim ed., 2014) is that participation in financial decision-making
processes positively affects trust in politics and society. This paper extends
this supposition by claiming that insufficient engagement of citizens in
participatory forms of financial decision-making leads to mistrust in politics
and society.

2 METHODOLOGY

This chapter delineates 1) the research model; 2) the research instrument,
variables, measures; 3) the sampling procedure; and 4) the data collection
and data processing.

The research model of this research follows the research objectives -
to statistically analyse the main barriers for the participation in financial
decision-making processes by reducing them to statistically significant
factors, and to examine the influence of such factors in general mistrust in
political system and society. Accordingly, two hypotheses were established:

e H1: Different factors of insufficient engagement of citizens in public

financial decision-making processes have patterns in behaviour and
can accordingly be reduced to principal drivers of low participation;
and

e H2: The factors of insufficient engagement of citizens in public

financial decision-making processes (Lack of Knowledge, Lack of
Interest, and Lack of Political Will) positively affect mistrust in
politics and society.
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The research is based on primary data collected through the
questionnaire specifically designed to address the purpose of this research.
The questionnaire was in an electronic form (Google forms).

The questionnaire had two distinct sections. Section 1 was intended
to collect demographic characteristics of respondents - age, sex, general
knowledge of public financing processes, and awareness of specific forms of
participation in financial decision-making at the local level.

Section 2 was largely based on the study conducted in German cities
and examined the main reasons for the refusal of citizens to participate in
participatory budgeting processes (Zepic, Dapp, Krcmar, 2017). Variables
were structured in three intuitive groups:

1) Knowledge of participation in financial decision making (KNWL1 -
Knowledge of participation in financial decision-making; KNWL2 - No time
to getinformation on participation; KNWL3 - Processes are too complicated;
KNWL4 - No specific ideas on what to suggest or vote for);

2) Interest in participation in financial decision-making (INTR1 - No
personal concern, INTR2 - No interest in participation in general, INTR3 - No
interest in public finances in general. INTR4 - No interest in participatory-
based matters, INTR4 - Overall satisfied with politics, INTR6 - Already
participating through other channels, such as civic activism, etc.); and

3) Refusal to participate due to lack of political will (WILL1 - The given
recommendations will not be implemented, WILL2 - Complications with
registrations for participatory forms of financial decision-making, WILL3 -
Refusal to support political processes in general, WILL4 - Negative attitude
towards any increase in the public expenditures).

Section 3 aimed at collecting evidence on mistrust in politics and society.
For this purpose, the items of trust given in Svaljek, Ra$i¢ Bakari¢ and
Sumpor (2019) were reverted.

As for the sampling procedure, this research aimed to collect evidence
from non-participants in three different forms of citizen participation in
financial decision-making. More than 40 cities and municipalities in Serbia
with a population of approximately 1.2 million citizens have conducted one
out of three forms of participatory financial decision-making (self-imposed
contribution, participatory budgeting, or civic crowdfunding). Since the total
population is unknown (in terms of the names and contacts of the persons
who participated or decided not to participate in financial decision-making
processes), the research was based on the snowball sampling technique (see
Radonic, Vukmirovic, Milosavljevic, 2021). The questionnaires were coded
and actively controlled in order to decrease potential invasive sub-clustering

Slovak Journal of Political Sciences, Volume 21, No. 2, 2021 217



within different demographic groups. In total, 421 valid responses were
collected. This means that the sample size is not sufficient to be nationally
representative but sufficient for preliminary findings regarding the objective
of the research. This will be more excessively discussed in the conclusion of
the paper.

Data was collected in the period May-June 2021 and were entered in SPSS
v.23 and accordingly analysed. First, a pre-analysis was conducted including
frequencies and descriptive statistics (means and standard deviations).
For the purpose of dimension reduction, a Principal Component Analysis
(PCA) was made. PCA is a well-known multivariate approach intended at
converting a number of individual correlated variables into a single measure
- factor. The new variable is usually named after a principal component (see
Mahmoudi et al., 2021). For the examination of interdependence among the
observed variables, a correlation analysis (Pearson moment correlation)
was applied and for model testing, OLS regression analysis applied.

3 FINDINGS

In this chapter, the results of the empirical study are delineated by
presenting the sample features, pre-analysis, and hypotheses testing.

A total of 421 participants correctly filled out the questionnaire. The
sample size was sufficient to derive valid statistical conclusions. However,
it does not imply that the study results can be generalized without any
judicious judgements, as thoroughly explained in the conclusion. For the
gender split, the sample was disproportionate as 63.4% were female. The
average age of respondents was 31.32 years. The majority of respondents
were aware of various forms of participation in financial decision-making
in their local communities (77.9%), whereas 22.1% did not know that they
could participate in either referendum for self-imposed contributions,
participatory budgeting, or civic crowdfunding projects. The respondents
claimed that they are aware of public financial processes in general (mean
=3.556, STD = 1.131).

Before testing hypotheses, a pre-analysis was conducted, including
descriptive statistics and PCA. The results are given in Table 1 and it shows
that the respondents marked the lack of knowledge as the most important
factor affecting their modest interest in participating in financial decision-
making processes at the subnational level (n=4.646, STD=0.691). On the other
side, respondents marked that they were generally interested in participation
in processes such as participatory budgeting (n=2.622, STD, STD=1.088).
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Table 1: Descriptive Statistics for Individual Items and Principal Component
Analysis

Descriptives Principal Component Analysis

KMO, Bartlett, Eigenvalues and

Mean STD Extr. Comp. Extraction Sums

Component 1: Lack of knowledge on participation

KNWL1 3.739 943 560 .748 KMO .642 Eigenvalue 1.723

KNWL2 4.070 967 473 .688 Bartlett  135.28 va:{(i)a(:lfce 43.07

KNWL3 4.646 .691 .224 473 df 15

KNWL4 3.653 1.093 467 .683 Sig. .000

Component 2: Lack of interest in participation

INTR1 2.622 1.088 .637 .798 KMO .840 Eigenvalue 2.987
0,

INTR2 3.722 987  .347 .589 Bartlett 690.12 val{(i)a(:lfce 49.79

INTR3 3.866 .922 .286 534 df 6

INTR4 2886 1.069 .671 .819 Sig. .000

INTR5 2904 1.086 .501 .708

INTR6 2962 1.104 .546 739

Component 3: Lack of political will

WILL1 2866 1206 .531 729 KMO .653 Eigenvalue 1.906
0,

WILL2 4.068 1.066 .661 .813 Bartlett  235.83 val((i)a(:lfce 47.66

WILL3 3.075 1.169 .603 777 df 6

WILL4 4.104 938 .111 .333 Sig. .000

Component 4: Mistrust in politics and society

MTRU1 4349 .829 .388 .623 KMO .643 Eigenvalue 1.819
0,

MTRU2 4.518 .754 .573 757 Bartlett 181.23 val{(i)a(:lfce 45.48

MTRU3 4.223 817 .596 772 df 6

MTRU4 3422 1.062 .262 512 Sig. .000

Source: The authors’ calculation

Regarding factor loadings as shown in Table 1, all the components
were loaded into intuitively defined factors with an Eigenvalue threshold
of 1 (1.723, 2.987, 1.906 and 1.819 respectively). The Eigenvalues as such
are vector constructs aimed at representing larger matrices. When the
Eigenvalue is higher than one, it indicates the number of factors which
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should be retained. Consequently, H1 was confirmed and it was proved that
different factors prove their patterns and can accordingly be reduced to
principal drivers of low participation in financial decision-making processes
at the subnational level.

To examine the interdependence between the conducted factors, the
correlation analysis was required. The obtained results are in Table 2 and
indicate several statistically significant (p<.000), but these correlations
range from low to moderately high correlations. The ones that particularly
attract attention here are the ones between the independent variables (Lack
of Knowledge, Lack of Interest, and Lack of Political Will) and the dependent
one (Mistrust in Politics). All relationships were statistically significant, but
low to moderate (b,=0.465, b,=0.353 and b,=283).

Table 2: Correlation Matrix and Regression Analysis

Regression analysis

Correlation Dep. Variable: Mistrust
matrix g ;lesftf'_ St. Coeff.
2 3 4 B SE B T Sig
(Constant) .000 .043 .000 1.000
L.of Knowl. .480** .413** .465** 381 .049 .381 7.739  .000
L. of Inter. 663*F  353%* 157 .060 157 2.613 .009
L. of P/Will .283** 021 .058 .021 .370 712
Mistr. in Pol.
*p<.05 R 488 SE 876
**p<.00 R? .238 F 43.52
Adj.R* 233 Sig. .000

Source: The authors’ calculation

Table 2 also shows the results for the regression analysis, where R2=0.238
means that the model explained 23.8% of variability of the dependent
variable. It implies that three examined independent variables (Lack of
Knowledge, Lack of Interest, and Lack of Political Will) explain nearly one
quarter of the variability in mistrust in politics.

Table 2 also displays the effects of individual predictors. As indicated by
betas and p-values, two out of three variables are solid individual predictors
(Lack of knowledge: Beta=.381, p<0.00; Lack of Interest: Beta=.157, p<0.05),
whereas Lack of Political Will is statistically insignificantly contributing to
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the overall model. As seen through H2, the research confirmed that Mistrust
in Political System can be explained by the lack of knowledge and lack of
political will.

4 DISCUSSION

In this section, the study findings are contextualized. In particular, the key
findings and contributions of the results to the general theory are explained,
and afterwards, the main implications of the study are specified providing
recommendations for both scholars and practitioners.

4.1 Key findings and Contributions

Citizens’ participation in policy-making, with a special emphasis on
involving citizens in the planning, implementation, and monitoring the
budget, is one of the main pillars of successful democratic societies. From
a broader perspective, this research confirms that citizens participation
in financial decision-making processes is still developing in Serbia
(Milosavljevic, Spasenic, Benkovic, 2022).

Most of the current studies claim that historical background is a
paramount factor that affects the participation of Serbian citizens in policy-
making (Blagojevi¢, Peri¢, 2021). On the contrary, this paper proves that the
mostimportantreason for the insufficient number of participants in financial
decisions is insufficient knowledge about public financial processes. This
finding can be alternatively explained by using the conclusions of the study
conducted by Pulabi¢ and Jerini¢ (2021). Namely, they compared two cases
of participation of citizens in local public affairs by using two countries
with similar historical background - Serbia and Croatia. They demonstrate
a number of differences and find Croatia to be more advanced in terms of
the participation of citizens in public affairs. The budgetary process and
language used in the communication appear overcomplicated for citizens,
particularly phenomena such as budget preparation, budget classifications,
cash accounting basis, fiscal system, and the way of distribution of public
revenues between different levels of government. All this results in a citizen
feeling to be insufficiently competent to participate in the budgeting process
and in the disinterest of citizens in this matter.

As the results of this research indicate, the interest in public financial
processes is moderate. This might be explained by viewing the budget
as a political document - an expression of economic and fiscal policy and
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priorities of local government. The attitude of citizens is that the local
budget reflects the interests of important political actors, primarily political
parties, thus neglecting the real needs of citizens. All this results in citizens’
lack of confidence in local authorities, fear of manipulation, disturbed
relations, mistrust among interest groups, the feeling that citizens have not
their “place at the table” and that their vote has no impact on the decisions
of political leaders. This is to claim that empowerment of participants is key
to good governance agenda, which is in line with other researches made on
participatory forms of public decision-making (Cabannes, Lipietz, 2017).

4.2 Implications and Recommendations

The current level of knowledge of citizens about the public budget
and their opportunities to participate in the budgeting process can be
improved by better communication and involvement (inviting) the media
to all sessions and meetings, organizing appropriate campaigns to expand
knowledge and understanding of the budget process, preparing simple
forms of complex parliamentary decisions, by creating individual proposals,
pointing out the problems and possible ways of overcoming, monitoring the
implementation of the approved projects, and encouraging the citizens to
actively participate (SKGO, 2006). A significant step forward in increasing
the transparency of public finances at the local level and contributing to
citizens in terms of insight into public spending planning, is the public
budget portal “Open Budgets”. This portal provides the users with a simple
and easy understanding of the budget of cities and municipalities in Serbia
(The Office for Information Technologies and eGovernment of the Republic
of Serbia, 2021). The map shows the cities and municipalities that have so
far released their budgets in the open data format. This platform allows
the users to get an insight into planned budget revenues and expenditures,
where budget revenues are presented by categories and groups, and
expenditures are presented by programs and economic classification. In
2020, 48% of municipalities in Serbia released a report on this portal.

However, the lack of civic initiatives or ignoring them and the lack of
serious control are the key challenges that led to the establishment of the
Public Finance Oversight Coalition in 2005, which actively promotes civic
oversight of public finances through advocacy campaigns (Spiric, 2010).
An increase in the interest of citizens to participate in the process of public
budgeting, and expressing a political will for it, is achieved through sending
a budget letter by the mayor to citizens, i.e. for surveying the citizens (web,
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service centre, local community, in the pedestrian zone), organizing public
hearings, organizing budget forums and round tables. By organizing public
hearings, citizens are informed about the possibilities of voting for financing
of certain projects, about the possibilities of civic crowdfunding, self-imposed
contribution, about the budget-allocated funds. Only the transparency of the
budget planning and spending process may lead to constructive proposals
from experts, but also from the widest possible public, giving information
on how to achieve a more efficient, high-quality, and economical way of
using public funds aimed at achieving the public goals. Also, in all this,
the cities and municipalities assemblies play a great role in Serbia, that is,
mainly councillors who are representatives of citizens, political parties, but
also local self-government bodies. They should be involved in the process
from the very budget preparation stage. This requires councillors to be
sufficiently trained and aware how to participate in the budget process, to
fully contribute in proposing the highest priority projects, and control the
role in the budget approval and execution process.

CONCLUSION

Participation in financial decision-making at the local level attracts a
lot of academic attention today. The aim of this paper was to contribute to
the evolving body of knowledge on this topic. First, this study identified
three main types of participation of citizens in financial decision-making
in Serbia: 1/ self-imposed contribution, 2/ participatory budgeting, and 3/
civic crowdfunding. Second, this study narrowed the main factors for low
participation in financial decision-making to the following factors: 1/ lack
of knowledge about participation in financial decision-making, 2/ lack of
interest in participation, and 3/ lack of political will. Consequently, policy
makers and decision makers in Serbia should pay their special attention
to development of the educational system (both formal and informal) that
would bring the public financial system closer to citizens and improve
their interest in direct participation. Finally, this research showed that two
factors (lack of knowledge about participation in financial decision-making
and lack of interest in participation) affect mistrust in politics and society
in general.

Although this study brings about new findings in the topic, methods used,
and geography considered in the research, it has a number of limitations.
First, the research applies a relatively small number of variables to explain
a complex phenomenon of low participation in participatory forms of
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financial decision-making at the local (or any other governmental) level.
This opens up an avenue for further research. Some of these variables, which
could potentially be examined in follow-up studies, could go from a low-
tension set of factors (i.e., specificities of projects proposed for participatory
budgeting) to high-tension factors, such as the possible effects of conspiracy
mentality.

Second, the sample used in this research has twofold flaws. It is not
representative in nation terms since the total number of respondents was
N=421. This implies that broad generalization of the conclusions can be
prudent and speculative. Also, the sample is based on a snowball sampling
technique, which has potential downsides. As much as we controlled for
any potential invasive sub-clustering within certain demographic groups,
we could not control for all the demographic features. This is particularly
important for the political attitude of respondents (since we might have
captured only attitudes of political opposition from Serbian municipalities).
It would be advisable for other further studies to use a case-study
methodology with data from smaller number of municipalities (or local
communities), and to collect more insightful and qualitative comments.

Third, the study is very geographically limited. Since much of the
participatory forms of decision-making are of a rather new date, Serbia does
not share too many similarities with other countries. The early forms of self-
imposed contribution were the same among the former Yugoslav countries,
and some findings from this research might be generalized to this region.
The extension of the results to all post-communist countries or to Europe as
a whole would be nothing more than a judicious judgement.
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