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Introduction

According to the IMF’s World Economic Outlook 
Database as of October 2016, Montenegro, population 
0.622 million, recorded a GDP of EUR 2.601 billion 
(2014). GDP for 2017 was projected to be EUR 2.922 
billion.

Montenegro’s public sector consists of the Government 
of Montenegro, appointed in December 2016, with 19 
ministries, 19 bodies/agencies belonging to relevant mi-
nistries, 6 separated administrations, 2 secretariats, 7 ins-
titutes, 1 directorate and 1 agency. Montenegrin territory 
is divided into 21 municipalities, Capital of Podgorica 
with 2 City Districts and The Old Royal Capital of 
Cetinje. Namely, there are 23 local self-governments in 
Montenegro, while 2 of them are recently established 
with poorly developed administration53.  

Local budgets are financed from: (i) own income – taxes 
or fees determined by local parliaments, but limited by 
general legislation; (ii) legally shared revenues, inclu-
ding Personal Income Tax, Concession Fees, etc.; (iii) 
Equalization Fund and (iv) national budget.

The public sector should provide the highest possible 
level of services for local populations. Therefore, it should 
invest resources provided by populations and national 
resources in infrastructural projects. Provision of sources 
is always a challenge for the public sector since regular 
budget incomes and resources’ utilization are limited by 
their own capacities and economic-political decisions. 
Challenges that national, especially local governments in 
Montenegro are facing are related to keeping the fiscal 
self-sustainability and poor potential to provide signifi-

cant investment from the public incomes in infrastructu-
ral projects. Additional characteristics of national and local 
budgets are previous and inherited/chronically high debt 
and high dependence on external financing: donations, 
foreign investments, and loans from international finan-
cial institutions. 

Public Utility Services

According to the Law on Local Self-Governments and 
other relevant administrative regulations in Montenegro, 
public utility services in Montenegro are assigned to lo-
cal self-governments. Each of the local self-governments 
in Montenegro, according to the local regulations, has 
an established local public utility company/companies 
for providing public utility services: water supply, sewage 
and draining systems, solid waste removal and recycling, 
public lighting, parking services, etc. Additionally, local 
self-governments have established local departments to 
deal with conducting and developing communal services, 
maintaining communal facilities and securing communal 
order. They also engage in construction and reconstruc-
tion works on local and uncategorized roads, streets and 
passages in settlements. They arrange for construction 
and use of facilities, outbuildings and temporary facili-
ties, adequate development in accordance with local urban 
planning and communal services. Therefore, local self-go-
vernments in Montenegro are mostly interested in making 
public utility service more efficient and effective.

Companies that local self-governments had established 
in Montenegro were Public (Utility) Companies (PUCs) 
prior to implementation of the Law on Improving 
Business Environment, effective in 2010. The law brought 
local governing bodies into public competency. Therefore, 
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all local PUCs became companies – rarely shareholdings, 
mostly Limited Liability Companies (LLCs) founded 
100% by local government. The major positive effect of 
this transformation, forced by the law, is that those com-
panies could be privatized, transformed, and managed 
by professionals, either partly or temporarily. On paper 
those companies are a part of the free market! Although 
all PUCs became LLCs within 3 years as prescribed by the 
law, almost nothing changed in their business operations, 
development, financing or management. 

  Box 1: 

The Law on Local Self-Governments and the Law 
on Public Utility Services calls on local governments 
to organize public utility services. Local Parliaments 
establish Public Utility Companies (PUCs) with 
100% ownership, management and control. Local 
Parliaments also determine and control prices and ser-
vice quality on a regular basis through annual reports 
delivered by those Companies. Pricing methodology 
and monitoring of the complete public utility sector is 
entrusted to the Government of Montenegro. There is 
no case of sharing ownership, management or control 
over PUC’s in Montenegro, although that option is 
possible, having in mind that PUC’s are organized as 
LLCs. Examples of providing public utility services by 
some investors or another company are arranged as 
separate projects or time-limited contracts. 

The new Law on Public Utility Services, effective 
February 2018, prescribes that the Energy Regulatory 
Agency will be in charge of licensing companies that 
could provide public utility services, determines price 
methodology, monitors quality of services provided, 
takes care of public interests and proposes regulations 
in the area of public utility services. 

PPP legal framework in Montenegro

Local public utility companies are facing poor financial 
and other capacities to provide quality services and local 
governments have recognized PPP as an adequate and 
efficient model for accommodating all interests. However, 
Montenegrin legislation does not recognize PPP and the 
Draft Law on PPP dates February 2015. Considering the 
EU Directives and best practice in this area, this is highly 
recommended, but still in the “public debate phase”. The 
Draft Law aims to determine conditions, ways and pro-
cedures for adopting PPP projects, rights and obligations 
of both public and private partners, content and proce-
dure of PPP contracts, PPP forms, best bidder selection 
procedure and other relevant issues. The draft is based on 
the following principles: public interest protection; public 
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government free management; transparency; non-discri-
mination; equal treatment (prohibition of discrimination 
of any person); indivisibility of the project; proportionali-
ty; free competition; efficiency; environmental principles; 
legal security; free will. 

Current legislation for this issue in Montenegro is related 
to the Law on Private Sector Participation in Delivery of 
Public Services and Law on Concessions. Some parts of the 
Law on Private Sector Participation in Delivery of Public 
Services were put out of force after adopting the Law on 
Concession. The Law on Private Sector Participation in 
Delivery of Public Services aims to increase the level of 
private sector participation in activities of common/public 
interest. It is applicable to all public bodies and refers to 
delivery of public services relevant for the contract on lea-
sing and management, as well as agreements on BOT. The 
Law on Concessions is substantially transposed into the 
Draft Law on PPP, while now it determines the conditions 
and procedures of utilizing public resources by a private 
company for the common/public interest. 

Still, new Draft Law on PPP is criticized in various aspects: 
it reduces the control role of the National Parliament in 
comparison to the Law on Concessions, as the Government 
of Montenegro is to decide and monitor concession 
contracts; it excludes the public debate on each concession 
contract, which is mandatory; there is no time limitation 
for the concession contracts as it is currently foreseen in 
the Law on Concession (60 years); it foresees the esta-
blishment of the Agency on Investments as the monito-
ring body, responsible to the Government of Montenegro, 
which again excludes the National Parliament from deci-
ding on utilization of national resources. Additionally, the 
Law on Concessions defines several types of concession 
contracts although only public works and public services 
concessions could be considered as PPP projects.

According to the Law on Concessions, local govern-
ments are attributed a certain share of a concession fee 
if the concession subject is located on its territory. That 
share is regulated by the Law on Financing Local Self-
Governments in the following way: 70% of the concession 
fee for natural resources, 20% for the port and 20% for 
the coast use. Although municipalities participate in the 
concession contracting procedures, the government is ma-
king decisions on the choice of concessionaires and deter-
mines other contract elements. The budgets and transfer 
of concession fees transfer between national and local level 
is not quite transparent.

Despite this and the fact that municipalities and Union 
of Municipalities54 as their supporting institution analysed 
and recognized the PPP model as efficient and adequate 
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for providing quality services at low costs, they do not 
have plans for utilization of facilities and locations for PPP 
implementation, they still have not developed adequate 
analysis and expertise in this area, nor the expert support 
at the national level.  

Although best practice examples are available, including 
the South East Europe PPP Network which does not 
include Montenegro, Montenegrin authorities have not 
scrutinized best practices despite obvious need, especially 
at the local level. 

PPP practice in Montenegro

Available data on completed or implementing PPP pro-
jects in Montenegro could not be fully given as exact and 
final since there are no systematic data neither at the natio-
nal nor local level. The Concession Commission is keeping 
records on the concession contracts, which include PPP 
projects, but without clear difference between PPPs by its 
definition and other types of concessions. National and 
local governments implemented several PPP projects:

National level:

• In the IT sector, the Government of Montenegro 
acquired the “Wireless Montenegro Project” in 2011. 
This project includes the supply and operation of a 
digital radio communication system for the national 
emergency services and a Wi-Fi broadband internet 
network for commercial use. It was developed as an 
institutionalized (joint venture) PPP in which the 
government has a 25% stake and the Austrian private 
partner has the remaining 75%. The system has par-
tially been implemented whilst the Wi-Fi broadband 
internet network still has to be deployed.

• The Ministry of the Economy procured 13 conces-
sions for the construction and operation of small hy-
dro-power plants under two bundled tender processes 
conducted in 2008 and 2010. Four of these were ter-
minated early due to the non-fulfilment of contrac-
tual obligations by the private partners, while others 
are under some of the implementation phases.

• The Ministry of Education implemented a students’ 
dormitory project in Podgorica in 2012. In this pro-
ject, the private partner is responsible for the design, 
financing, construction and operation of a student 
accommodation facility, which will be transferred to 
the Ministry once the 30-year contract has expired.

• The Ministry of Health procured two concessions: 
25-year contract for the financing, construction and 
operation of a PET/CT equipment, signed in 2010 
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and 15-year contract for the financing, construction 
and operation of a medical waste facility, signed in 
2011.

• Several projects in the tourism sector through conces-
sion and/or leasing attractive coastal zones for its valo-
risation were planned in 2010 and some of them are 
currently in the implementation phase (Lustica Bay), 
others are in the tendering phase (Ada Bojana, Velika 
plaza) that the Ministry of Sustainable Development 
and Tourism is working to coordinate the projects.

Local level:

• The Capital of Podgorica recently (end of 2016) 
announced signing the PPP contract with a local 
construction company on reconstruction of the city 
stadium. The agreement is to share business premises 
at the stadium after the reconstruction 66.4%: 34.5% 
in favour of private partner. 

• The Capital of Podgorica implemented two urban de-
velopment projects (commercial centres and market 
halls) and a social housing project. 

• The local government of Cetinje implemented a small 
street lighting project under a 25-year contract for the 
commercial and touristic development of the “Lipska 
Cave” speleological site.

• The local government of Herceg Novi implemented a 
local road project under a 22-year concession.  

• The local government of Budva is implementing 
several touristic PPP projects: resorts, golf courses, 
hotels. Some of them are postponed, while some are 
in progress. 

Conclusion

PPP concept has not been introduced and implemented in 
Montenegro as it should have been. Therefore, it is neces-
sary to adopt and adjust legal, regulatory and political fra-
meworks, create a stable political-economic environment, 
harmonize laws with EU’s regulations and best practices. 
Local business communities and policy stakeholders are 
unfamiliar with the PPP concept. They should have easy 
access to the information. It is important to present the 
concept to those who decide and those who might benefit 
from.

Montenegrin institutions at the national and local level 
are still not part of regional and other networks in this 
area. Some institution should be established for making 
this concept available and familiar to relevant bodies.
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Even those PPP/Concession projects implemented or 
planned in Montenegro are not targeting the sectors they 
are intended for – public utility services. There is no ade-
quate plan or structure for potential PPP projects that 
include the investment need assessment, spatial and other 
plans for particular location, cost-benefit analysis for the 
potential projects, organizational proposal and other key 
elements for initiating PPP project. Loans are still the 
main source of financing infrastructural projects, which 
makes Montenegro even more financially instable. 

One of the strongest advantages of the PPP concept is its 
transparency and it’s unclear as to whether this is a cause or 
consequence of the situation for its lack of implementation 
in Montenegro despite the necessity for such measures.
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