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THE ROLE OF LOCAL SELF-GOVERNMENT IN THE PROCESS OF ECONOMIC REFORMS

M. Plisko, Deputy of the Minsk-City Soviet

1. Introduction
Traditionally, when discussing the problems of reforming society attention of major part of politicians and public is fixed on activity of the Parliament and government. This reflects not only the peculiarities Belarusian mentality which is characterised by the ideas and attitudes of collectivism and equality, but also the understanding of the nature of reform, i.e., the understanding that at first a legislative base for reforms should be formed. This may be achieved through adopting of basic laws by the Parliament. Without these, policies by actors of power and economic entities directed at changing the established order will be illegal, and its usefulness will be put to the question by certain social groups. On the other hand, we should understand that the market economy in Belarus cannot be formed in the working rooms of officials - it will be a result of actual economic activity of both economic entities and individuals pursuing their private objectives. An important role in the transformation of ownership relations, creation of secondary and tertiary formations of the market economy is performed by the bodies of local self-government. The study of their role in reforming of the economy is the main task of the present report. It is impossible to touch upon all aspects of the activity of the the bodies of local self-government in a small report. This is why this report does not consider the role of local Soviets in the formation of the land and housing market and the creation of an environment for for the development of private enterprises. We focused on highlighting two basic problems: 1) the legal status of local self-government in the system of the bodies of power governing the country and 2) the role of local bodies of power in the denationalisation and privatisation of municipal property. Furthermore, we tried to analyse the results of privatisation on the local level and the reasons for the failure of an attempt to implement it.

2. The legal base for and authority of the bodies of local self-government: the Belarusian way
The beginning of market reforms on the territory of the former USSR coincided with the formation of the corresponding legal base. It became possible for the local self-government to participate in this process after the Law of the USSR. "On the general principles of local self-government and local economy of the USSR" was adopted on April 9, 1990. This law undermined the traditional understanding of the bodies of self-government as the lowest level of the single state machinery. Its importance was that it initiated an open discussion on the problem of the role of self-government as an authority and legislative institute in the system of governing the country.

This Law provided a regular comission of the Supreme Soviet of the Republic of Belarus on the activity of Soviets and people's deputies and the development of self-government with a basis to draft a project which was published by the mass media for national consideration. On February 21, 1991 it was adopted by the Supreme Soviet of the Republic of Belarus and became a law.

A lot of amendments have been introduced in it since then. Major part of these limited the rights and authority of sessions of local Soviets in favour of executive bodies of power which were viewed by supreme bodies of the state as direct and reliable defenders of their interests. There was an impression that by amending the Law the Supreme Soviet and the Council of Ministers (Since March 14, 1994 - the Cabinet of Ministers) tried to emphasise that executive committees of local Soviets should answer to the Council of Ministers rather than to local Soviets and that local Soviets are absolutely unnecessary in the state.

For example, Articles 3 and 6 of the Law of the Republic of Belarus 'On the introduction of amendments to the Law of the Republic of Belarus 'On local self-government and the local economy'' adopted by the Parliament on June 17, 1993 significantly limited the rights of sessions of local Soviets and, consequently, extended authority of executive committees. If 'the establishment and amendment of the legal regime of enterprises in municipal ownership' had been an exclusive right of sessions of local Soviets, the Law transferred this right to executive committees. This Law already had the 'innovation' which was later 'updated' by President Lukashenko: The staff and structure of an executive committee was determined by executive committees themselves, and the heads of departments, boards and other divisions of executive committees were appointed and replaced in their positions through the coordination of these issues with the responsible departments and boards of a superior Soviet (or with ministries or economic departments) rather than after this was authorised by a session of a Soviet. There remained only one thing to do to turn Soviets as representative bodies of local authority and bearers of the idea of local self-government into an adjunct to executive power, deprived of rights, i.e., it was necessary that the appointment and replacement of the head of executive power depended not on a session of a Soviet, but on the desire of the chairman of a superior executive committee. This was done on an urgent initiative of Aleksandr Lukashenko in autumn 1994 after he was elected President although he had advocated that the heads of local Soviets (mayors) should be elected by general vote of the population of the administrative and territorial unit. Article 14 of the Law of the Republic of Belarus 'On the introduction of amendments to the Law of the Republic of Belarus 'On local self-government and the local economy'' introduced the practice of appointing of chairmen of regional executive committees (as well as of the Minsk-City Executive Committee) by the President. In their own turn, they appointed chairmen of district (city) executive committees.

After these amendments were introduced to the Law, executive committes were no more controlled by (subordinated to) local representative bodies (Soviets) and became an adjunct (element) to the state personified in executive power. The process of drawing the bodies of local self-government under the state authority was completed. The Soviets as bearers of the idea of self-government do not exist as such - they were replaced by the presidential 'vertical'.

It is also important that the Law was re-named: 'On local government and self-government in the Republic of Belarus'. If the previous name had stressed that the story was precisely about self-government and the local economy rather than about executive bodies, the new name, at least, put executive power in an equal legal position and, in fact, authority of Soviets was abolished due to a lack of leverage of influencing on executive committees which rest upon support by the presidential 'vertical'.

The position of the Cabinet and the President on this issue is understandable, but it is difficult to comprehend actions by the Supreme Soviet which approved the proposed amendments to the Law because in this way they cut their own throat. Now the Supreme Soviet reap the fruits of their shortsighted policy - not only chairmen of executive committees do not take into consideration the opinion of the local bodies of power, but also the President is casual about the Supreme Soviet. Nevertheless, despite impotence of representative bodies of power in respect to executive power, the Law established legal guarantees for the transformation of the economic basis of local self-government because, formally, it is not important who will implement market reform on the local level, either local Soviets as bodies of self-government through the created by them and subordinated to them executive committees or the supreme bodies of executive power which employ executive 'vertical' bodies in their economic policies bypassing local Soviets. The most important thing is that economic reform on the local level should be effected, and the success of this policy should depend on a number of factors, with the factor of the provision of a legal base playing an important role.

The first law in the Republic of Belarus which specified the notion of property owned by an administrative and territorial formation (municipal property) was the Law 'On property in the Republic of Belarus' adopted by the Supreme Soviet on December 11, 1990. Article 45 of this Law enumerated the objects of the right of municipal ownership. The resolution of the Supreme Soviet of the Republic of Belarus on putting this Law in force envisaged that the provisions of the Law concerning state property and property of administrative and territorial formations come into force as property is divided into the aformentioned types of property. The same resolution assigned the Cabinet and executive committees of local Soviets to organise the division of state property into property of the Republic of Belarus and property of administrative and territorial formations until June 1, 1991. The resolution read that property of administrative and territorial formations which is formed from property of enterprises, establishments and organisations under the local authority should also include property of enterprises, establishements and organisations under the republican authority which would be transferred under their authority. Until this division was completed it was impossible to speak seriously of independent actions by the bodies of local self-government on the transformation of the local economy. These could be initiated only after the rights of ownership of the establishments transferred under the authority of local Soviets would have been registered is due manner. The division of state property between the Republic and local Soviets was very slow and difficult. For example, only on December 11, 1991 the session of the Minsk-City Soviet adopted the resolution 'On municipal property'. This resolution included: 1) the regulations on municipal property and the division of authority between the Minsk-City Soviet and district Soviets; 2) the enumeration of establishments to be transferred into municipal property of Minsk and 3) the formation of the commission on disputes about the transfer of the establishments related to republican property by Resolution of the Cabinet of Ministers of the Republic of Belarus No.313 of August 12, 1991 into municipal property, and on the division of the levels of government between the city and its districts. Furthermore, the session assigned the city executive committee and executive committees of district Soviets to elaborate the mechanism of transferring property of ministries and departments of the Republic into municipal property and divide municipal property in Minsk between the levels of administration.

If in Minsk the division of property between the city and districts entailed few conflicts, then, for example, in Gomel it was accompanied by a number of difficulties. Despite previous negotiations, the city Soviet and district Soviets could not agree on a compromise on the division of municipal property. Then the Gomel Regional Executive Committee had to interfere in this process and issued the resolution (No.321 of October 15, 1992) on the division of municipal property between the city and district Soviets.

The formation of property of local Soviets was a prolonged process. For example, on May 11, 1993 the Presidium of the Supreme Soviet of the Republic of Belarus issued a resolution 'On the creation of a compact industrial zone in Minsk' which transferred the scientific and production amalgamation 'Tsentr' with the most advanced R&D facilities from republican ownership into ownership by Minsk. In contrast, with a permit of the Minsk-City Executive Committee, the decree of the Belarusian President of May 12, 1995 transferred one of the most profitable hotels, the 'Minsk' hotel, into the authority of the Business Manager for the President. However, this was opposed by deputies and on October 3, 1995 the session of the Minsk-City Soviet annulled the resolution of the Minsk-City Executive Committee of June 8, 1995 on the transfer of the 'Minsk' hotel.

An important role, especially at the first stage of the denationalisation and privatisation of municipal property, was played by the Law 'On leasing' adopted by the Supreme Soviet of the Republic of Belarus on December 12, 1990. The Law envisaged that leasing of enterprises and other property in municipal ownership should be carried out by the responsible Soviet and state bodies authorised by the latter. A leaseholder could not only take municipal property on long lease, but also, with a permission of the lessor, completely or partially buy out the leased property (except land and other natural resources). The lessor of municipal property did not have the right to impede buying out of the leased property.

The Laws 'On leasing' and 'On property' enabled the Council of Ministers to adopt 'The provisional regulations on the procedure of the denationalisation of enterprises (organisations) of some branches of the national economy of the Republic of Belarus' on December 26, 1990. It speeded up the transition of enterprises under the local authority to leasing and leasing followed by buying out. According to I.Lyakh who was at that time the deputy chairman of the committee on the management of state property formed by the Council of Ministers of the Republic of Belarus, almost a third of enterprises and some structural units in the spheres of public services, trade and public catering were leased (predominantly with the right of buying out), as of September 1, 1991. (Privatisation from alpha to omega. The republican information bulletin.  1991. No.1, p.3).

On September 23, 1991 the Resolution of the Council of Ministers of the Republic of Belarus approved new 'Provisional procedure of the denationalisation of the economy and privatisation of state property'. Although this Regulation envisaged that denationalisation and privatisation may be implemented as sale of state-owned enterprises through competition of clients or by auction during 1991 and 1992 the predominant form was leasing of state-owned enterprises followed by buying them out.

It seemed that after the August coup d'etat in Moscow was suppresed there appeared a favourable political environment for the acceleration of denationalisation and privatisation - the Council of Ministers drafted the necessary laws, i.e., 'On privatisation of state property', 'On privatisation of housing' and 'On inscribed privatisation accounts and deposits', and the Supreme Soviet adopted 'The main provisions of the denationalisation and privatisation of the economy of the Republic of Belarus'. However, for a number of reasons the transformation of both republican and municipal property came to a halt in 1992. Disproportions in this rate were especially obvious against the background of the great number of small enterprises, limited liability companies and joint stock ventures based on the non-state forms of ownership. Only in 1993 new laws were adopted which completed the formation of the legislative base for further transformation of state property on both the republican and local (municipal) levels. Article 8 of the Law 'On the denationalisation and privatisation of state property in the Republic of Belarus' adopted by the Supreme Soviet on January 19, 1993 envisaged that "programmes of the privatisation of state-owned establishments which are in municipal ownership should be approved by local Soviets of people's deputies". Item 5 of the Resolution of the Supreme Soviet on the procedure of putting this Law in operation had assigned local Soviets to elaborate programmes of the privatisation of municipal property and define the sources of financing work on privatisation as well as to elaborate and approve the regulations on the bodies of the privatisation of property owned by administrative and territorial formations until April 1, 1993.

On June 16, 1993 the Supreme Soviet approved 'The state programme of privatisation' which envisaged that one of the directions of denationalisation and privatisation should be small privatisation (establishments in municipal ownership). Establishments in line for priority privatisation included enterprises of retail sale, public catering and public services, enterprises of light and foodstuffs industries, enterprises of automotive transport services (except passenger transportation), enterprises of building industry and others.

The aformentioned legislative documents and the Law 'On inscribed privatisation vouchers' marked the accomplishment of work on the creation of the necessary legislative base. Local Soviets were given enough authority in the field of denationalisation and privatisation of municipal property.

3. Local Soviets and institutional changes in municipal property. The results of privatization. The reasons for its failure
Whatever pleasing the declarations about the necessity of denationalisation and privatisation or whatever broad the formal legal 'corridor' for the realisation of radical economic reform may be, the success of this cause depends on people and on their decisiveness and willingness to accomplish this. This is why let us abandon the consideration of the legal base and authority of the bodies of local self-government and turn to analysis of activity of local Soviets in the sphere of reforming the economy (first of all, the transformation of municipal property) on the local level and the achieved results.

The first serious document of the session of the Minsk-City Soviet to implement its previous declarations about the necessity to "accelerate work on the formation of the market infrastructure, privatisation of property and development of enterprise" (Item 5.2 of Resolution of the Minsk-City Soviet No.89 of December 27, 1990) was 'The provisional concept of the transition of trade, public catering, the city agriculture department and public services of Minsk to the market economy. It was adopted on April 17, 1991 and remained the basic instructions regulating the denationalisation and privatisation of municipal property in Minsk until autumn 1993. The provisional regulations gave the executive committee (the department of property) the authority to act as the owner in the denationalisation of city property in the sphere of services and to solve problems related to the leasing and sale of non-habitable premises used or supposed to be used asenterprises in the sphere of services. There had been an interesting provision in these regulations, which was not included in the later editions of the document, i.e, that "all premises (buildings) for the needs of the sphere of services commissioned through the financing from the funds of the city shall be leased or sold only through competition of clients or by auction". While the city executive committee did not have the department of state property and privatisation, the organisation of work on denationalisation and privatisation was the responsibility of the commission at the Minsk-City Soviet on denationalisation and privatisation. The provisional regulations were supplemented by a comprehensive plan of priority measures on the denationalisation and privatisation of trade, public catering, the city agriculture department and public services rendered to the population of Minsk. Due to a lack of a special structural unit the provisional regulations and the plan of priority measures were elaborated by a commission of deputies of the Minsk-City Soviet. During 1991-93 64 establishments were privatised in Minsk, of these 19 establishments were in the sphere of trade and 32 in public services.

When the session of the Minsk-City Soviet adopted on October 23, 1993 the programme of the privatisation of establishments in municipal ownership of Minsk and the list of establishments in line for privatisation in 1993-94, this accelerated privatisation. If only 8 establishments in municipal ownership were privatised in 1993, 42 enterprises were privatised only during the first quarter of 1994. The programme envisaged the privatisation of two thirds of basic funds of enterprises and organisations in municipal ownership by the city, and no less than 15 percent of basic funds should have been privatised in 1993-94.

The most popular form of privatisation in Minsk was buying out of the leased property by labour collectives (in 1994 - 79.3 percent of the total amount of the privatised establishments). The sale by auction or through competition were rare. During 1993-94 23 establishments in municipal ownership were sold at Minsk auctions with intermediary services by 'Western Real Estate Exchange' and only 9 establishments were sold through competition.

The results of privatisation, as of January 1, 1995 (in major branches of municipal property in Minsk) may be represented in the following table:
Table 1. Analysis of the implementation of the programme of the privatisation of municipal property in Minsk, 1995

	The branch
	The total number of objects
	Privatised

	
	
	The number
	%

	Industry
	6
	1
	16.7

	Transportation (communication)
	12
	2
	16.7

	Public services
	727*
	185*
	25.4

	Building
	10
	2
	20.0

	Trade
	505*
	100*
	19.8

	Public catering
	581*
	107*
	18.4

	Agriculture
	95
	12
	12.6

	Total
	1936
	409
	21.1


* The data on the branch is given with the consideration of the restructuring of amalgamations, trusts and canteens

Dynamics of the privatisation of establishments in municipal ownership in Minsk was as follows (percentage-wise to the total number for 1991-95): 1991 - 0.5 percent, 1992 - 28.0, 1993 - 4.0, 1994 - 61.4 and 1995 - 6.1. As we see, privatisation was the most active in 1992-94. The rather high rate of privatisation in 1992 was influenced by the resolution of the Council of Ministers of the Republic of Belarus (No.87) on the restructuring of trade and public catering and liquidation of trade departments and trusts issued in February 1992. The pause in 1993 was caused by the fact that new legislation and instructions regulating privatisation were issued that year. 'The dead season' of 1995 is caused by presidential inspection of the legal character of the alienation of state property (Decree of the President of the Republic of Belarus of March 3, 1995 'On measures to improve reform of state property').

President's negative attitude towards privatisation resulted in the fact that the programme of the denationalisation and privatisation of establishments in municipal ownership of Minsk for 1995 was adopted by the session of the Minsk-City Soviet only on April 18, 1995 and the list of establishments in line for denationalisation and privatisation was adopted even later - on June 22, and not by a session of the Soviet, but by the resolution of the Minsk-City Executive Committee (according to the list, 105 establishments in municipal ownership are in line for privatisation).

In July-September 1995 the Minsk Committee of City Property offered to sell by auction more than 40 establishments in municipal ownership. On September 7, 1995 the Minsk-City Executive Committee and the International Financial Corporation (IFC) signed an agreement on cooperation in order to accelerate small privatisation in Minsk. According to the data of the mass media ('Byelorusskaya Delovaya Gazeta', October 12, 1995), on September 26, 1995 the President signed the decree on the approval of the programme of the denationalisationa dn privatisation of state-owned establishments for 1995. We hope that this decree will mark the end of 'the dead season' in the denationalisation and privatisation of establishments in municipal ownership not only in Minsk, but also in other cities.

The latest resolutions of the Minsk-City Soviet which may positively influence the development of the economy of Minsk include the resolution of the session of the Minsk-City Soviet of October 3, 1995 on the issuance of city bonds. In accordance with Item 1.2 of the regulations on the Minsk city bonds, city bonds are debt obligations of the Minsk-City Soviet of Deputies and are issued in order to attract free financial resources of individuals and legal entities in order to cover part of deficit of the city budget as well as to finance specific projects on the social and economic development of the city.

The experience of the privatisation of municipal property in Brest is of great interest. On the decision of the Ministry of State Property Control and Privatisation this city became the place of the realisation of the IFC project 'Small privatisation in Belarus'. Under the scope of the project the pattern of the auction privatisation of establishments in municipal ownership was designed and probed.

In accordance with Item 1.3 of the regulations on the privatisation of establishments in municipal ownership of Brest for 1993 adopted by a session of the city Soviet, the main establishments in line for privatisation were operating enterprises of trade and public catering and their structural divisions which were singled out in independent enterprises as a result of privatisation as well as unaccoplished building cites. The main method of privatisation was the auction rather than leasing followed by buying out.

Before privatisation was initiated Brest had 180 establishements of trade and public catering owned by the city. After the city Soviet adopted the programme of the privatisation of municipal property in autumn 1993 13 auctions on the sale of municipal property were held in Brest, and 63 establishments were privatised: 45 trade enterprises, 10 enterprises of public catering and 8 other establishments. Money received from the auctions amounted to about $2 million. Furthermore, the right to lease 12 non-habitable premises was sold at the auctions, which contributed another $200,000 to the city budget.

Later the IFC project 'Small privatisation' was joined by other cities: Grodno - starting in March 24, 1994, Orsha - September 29, 1994 and Minsk - September 7, 1994. Under the scope of the project 'Small privatisation' 11 auctions have been held in Grodno, which resulted in the transfer of 49 municipal establishments in private ownership, 9 auctions - in Orsha, by which the city sold 35 establishments and the right to lease 5 non-habitable premises.

The experience of privatisation showed that in those cities where it was effected the rate of the transformation of municipal property had not depended on those who had the decisive word on the problems of the alienation of municipal establishments, i.e., executive committees or sessions of local Soviets. In Brest and Grodno sessions of city Soviets transferred the right to settle all problems concerning the alienation of municipal establishments to executive committees. In Minsk this activity by the executive committee should have been coordinated with the responsible commissions of deputies, and in Gomel an important role in the solution of problems concerning the institutional transformation of municipal property at the initial stage of privatisation was played by the Presidium of the city Soviet.

The fact that attitude towards small privatisation on the part of both local Soviets and executive committees was casual (as of July 1, 1995) is proven by a lack of special bodies on the management of state property and privatisation in many administrative and territorial units. For example, in Grodno region privatisation bodies were not formed in 10 out of 17 districts, including the town of Slonim, in Mogilyov region - in 8 districts out of 21, in Gomel region - in 5 districts out of 21, in Minsk region - in 3 districts out of 22 and in Brest region - in the town of Luninets. ('Chelovek i Sobstvennost', 1995, No.9 (22), p.2). Although the Law 'On the denationalisation and privatisation of state property in the Republic of Belarus' assigned local Soviets to draft and approve programmes of privatisation of municipal property desined for the period until mid-1995 by April 1, 1995, this was done only by 149 out of 162 administrative and territorial units. So far, privatisation programmes have not been drafted in 13 administrative and territorial units, including 5 towns (Dobrush, Pinsk, Bobruysk, Borisov and Zaslavl) and 8 districts (Dyatlovo, Baranovichi, Uzdensk, Stolin, Bobruysk, Borisov, Logoysk and Rossony). ('Chelovek i Sobstvennost', 1995, No.9 (22), p.2). In 1994 privatisation of trade was not effected in 19 districts and cities, and privatisation of public catering - in 28 districts and cities. ('Byelorusskiy Rynok', 1995, No.4, p.12).

The aforementioned proves that in many districts and even in some large cities privatisation was not yet initiated although local Soviets have the necessary authority. Let us quote some more impressive figures. The results of 1994 when privatisation was in its peak show that 63.5 privatised establishments in municipal ownership were concentrated in 9 Belarusian cities, i.e., in 162 administrative and territorial units. For example, in Brest region the share of Brest and Kobrin amounted to 82.7 percent of the privatised establishments, in Vitebsk region the share of Orsha equals 48.9 percent, in Gomel region 49.4 percent of the privatised establishments were situated in Gomel. ('Belarussky Rynok', 1995, No.4, p.12).
During the whole period of privatisation 876 establishments in municipal ownership were denationalised and privatised: in 1991 42 establishments found their new owners, in 1992 - 179, in 1993 - 112, in 1994 - 438 and in the first half of 1995 - 105. Out of the 876 privatised establishments 419 enterprises used leasing followed by buying out, 108 - the transformation into open joint stock companies, 227 were bought at an auction and 122 - through competion. During 1991 - the first half of 1995 the privatisation of municipal establishments was the most active in Minsk – 211 enterprises, in Grodno region - 163, in Gomel region - 135, in Brest region - 116, in Minsk region - 99, in Mogilyov region - 86 and in Vitebsk region - 66. ('Chelovek i Sobstvennost', 1995, No.9 (22), p.2). The state programme of privatisation envisaged to privatise no less than 30 percent of the cost of basic funds of state property during 1993-94, but the actual figure on municipal property amounted to only 3.5 percent. 50 percent of service and trade establishments which had been planned by the government to be privatised in 1994 were not privatised, and the actual figure equalled 7.1 percent. Naturally with such poor performance, we cannot speak of any serious institutional transformations in the structure of municipal property. According to the estimates of the Department of Trade of the Minsk-City Executive Committee, even in Minsk trade turnover of the privatised enterprises in general turnover until early July 1995 amounted to only 28.0 percent, including foodstuffs trade - 23.8 percent and non-foodstuffs trade - 41.9 percent. ('Belarussky Rynok', 1995, No.33, p.12). The small number of the privatised enterprises in Minsk, not to speak of the whole Belarus, does not enables us to claim that there has been created market environment or the basis for the formation of a broad stratum of private owners.

Adherents to 'cautious' reform who include both deputies of Soviets and officials of executive committees explain their reluctance to effect privatisation by 'care' of labour collectives and the necessity to protect the population from the jeopardy that property will be owned by 'strangers', but they have to remember a simple truth, i.e., even when there is no privatisation state property is 'moving' - it is leased, contributed to statutory capitals of non-state establishments or alienated in some other ways. We can compare this situation with that in Poland.

In 1990 in Poland as well as in Belarus, they first of all divided state property, part of which was transferred to local bodies of self-government. In the same year they adopted the concept of small privatisation which was very slow (similarly to Belarus) until 1995. However, in Poland, unlike Belarus, they firmly pursued a course at supporting the initiative and rendering help to those who started they business outside the state or municipal sector. A great number of private firms appeared in Poland during five years - more than 2 million. Today every eighth Polish family owns a firm. The average number of employees of a firm is 2.8 people (in Western Europe - 5-8 people). ('Belarussky Rynok', 1995, No.40, p.12). In Belarus only Minsk can be compared with Poland as regards the number of new economic entities based on private, collective and mixed ownership (despite general poor performace). 34,597 such enterprises have been registered in Minsk, as of July 1, 1995. These may be added to by 59,934 entrepreneurs who act without forming a legal entity.

However, this is not the main reason for the failure of local Soviets to play a positive role in reforming local economies. The main reason is that in 1991 the Supreme Soviet adopted the Law 'On local self-government and the local economy in the Republic of Belarus' which did not correspond, unlike the similar Polish law, to international standards set forth in the 'European Charter of Territorial Self-Government' and, in fact, local Soviets and executive committees remained bodies (representatives) of the state on the regional level rather than bodies of local self-government. The situation was not changed when the new Constitution of the Republic of Belarus was adopted in 1994. The leslative body - the Supreme Soviet - tried to preserve the status quo and preserved dependence of local bodies of power on the superior state establishments. The vague character of the corresponding articles of the Constitution allowed Aleksandr Lukashenko to abolish the weak, but existing (Soviet-like), forms of self-government after his victory at the presidential elections and organise the transformation of local Soviets' into part of state through the creation of the presidential 'vertical'. Few parties (the United Democratic Party, the Belarusian Popular Front and the Belarusian Social-Democratic Gromada) and the Belarusian Republican Fund of Support for Democratic Reforms understood and predicted the possibility of negative influence of these provisions of the Constitution not only on political, but also on economic processes in the Republic.

Naturally, the supreme powers which considered local Soviets to be their agents which express their will and mood could not fail to consider them to be independent subjects of power acting within the limits imposed by legislation. If at the initial stage of privatisation local authorities only listened to what was happening in the superior bodies and attentively observed the changes in the political climate, then after the presidential 'vertical' was formed it was suffice for them just to hear rumours that the President is negative about privatisation to suspend privatisation for half a year.

This is why the main reson for the inability of local Soviets to reform the municipal economy was their administrative dependence and a lack of political freedom which did not enable them (even if somebody wanted to do anything) to undertake independent steps under the scope of existing legislation.

Analysing the Lithuanian law on local self-government adopted in 1990 and its new edition, the scientific leader of Klaipeda Centre of Research of the Problems of Self-Government, Artases Gazaryan, came to the conclusion that the law actually removed Lithuanian municipalities from collecting and distributing taxes. This is why they have neither stimuli nor responsibility for the state of local budgets. According to the expert, the main problem is that local authorities do not correspond to the main condition of independence - they are not owners of municipal property. ('Business and Baltija', May 19, 1995).
Artases Gazaryan's conclusions about the law on local self-government in Lithuania may be applied to the similar Belarusian law.

Another important reason for the failure of local Soviet to reform the economy is the fact that society as well as actors of politics are incapable of comprehending the necessity of transformations and understanding the role of the bodies of local self-government in the implementation of these transformations.

The poll of the Belarusian population conducted by the Independent Institute of Socio-Economic and Political Studies (IISEPS) in June 1995 showed that out of the bodies of power (the President, the Cabinet and local authorities) local authorities received the lowest evaluation of their activity. The results of the poll are represented in Table 2.

Table 2. The evaluation of activity of the bodies of power (in accordance with the 5-mark scale, percentage-wise)

	The mark
	1
	2
	3
	4
	5
	The average mark

	The President
	16.3
	13.7
	34.3
	21.7
	14.0
	3.03

	The Cabinet
	22.2
	30.9
	35.7
	8.7
	2.5
	2.38

	Local authorities
	35.8
	31.0
	22.7
	8.2
	2.3
	2.10


The given data illustrate the thesis that the population gives a low evaluation of activity of local authorities because people perfectly understand that dependence of local Soviets in their activity and inability to decide anything. If we analyse the answers on this problem by the respondents in accordance with their professional activity, we will receive even more impressive results reflected in Table 3.

Table 3. The evaluation of activity of local authorities

	The sphere of professional activity
	The mark

	
	1
	2
	3
	4
	5

	Administrative bodies and public organisations (parties, trade unions, funds etc)
	42.1
	21.9
	24.7
	11.3
	1.0

	Private business (different forms)
	54.1
	36.4
	9.5
	–
	–

	Pensioners
	22.0
	34.7
	25.7
	11.7
	5.9


The table shows that those social groups of the population which determine success of reforms - administrative workers, public organisations and private businessmen - are more unlikely to consider local Soviets to be a capable establishment of power. The relatively high evaluation given to local authorities by pensioners is rather explained by their previous experience.

Both official and independent unions do not firmly support denationalisation and privatisation. For example, when in late 1994 the government came out with a declaration about the necessity to speed up denationalisation a leader of the union of automotive and agricultural machine-building, A.Bukhtokhvostov, immediately opposed this claiming that nobody but the government would benefit and that this was attempted by the government to avoid responsibility for the destiny of enterprises. ('Belarussky Rynok', 1995, No.54, p.12).

In early 1992 the Belarusian Confederation of Labour issued a leaflet with a striking heading 'The KGB against bureaucratic and mafia privatisation' in which 'The provisional procedure of the denationalisation and privatisation of state property' adopted by the Council of Ministers of the Republic of Belarus on September 23, 1991 was called 'a guide-book to crime'. (The Belarusian Confederation of Labour against bureauracratic and mafia privatisation, Minsk, 1992, p.9).

Analysis of programme documents and activity of major part of Belarusian parties reveals that their understanding of the role of Soviets in economic transformations is simplified. For example, the programme of Belarusian Social-Democratic Gromada 'Step by step' which was adopted at the 2nd congress of the BSDG on December 20, 1992 speaks only of 'the expansion of authority of local bodies of power and more precise definition of authority of central and local bodies of power'. (The programme of the Belarusian Social-Democratic Gromada 'Step by step', Minsk, 1993, p.13). The nature of local self-government is more precisely characterised in the programme of the Belarusian Popular Front adopted at the 3rd congress of the BPF on May 30, 1993. It reads that the bodies of local self-management should 'own municipal property, establish local taxes and settle all local problems which are not decided by state bodies'. (Record of the 3rd congress of the BPF 'Revival'. Minsk, 1993, p.19-20). The attitude of deputies of the BPF and Gromada elected on all levels to privatisation was controversial. Verbally many of them supported its implementation, but in real life they employed the principle of 'fair privatisation' and hampered the adoption of resolutions which could accelerate it. BPF and BSDG MPs contributed to the resolution adopted by the Supreme Soviet of the Republic of Belarus in October 1992, which suspended privatisation effected on the basis of 'The provisional procedure of the denationalisation of the economy and privatisation of state property' approved by the Council of Ministers of the Republic of Belarus on September 23, 1991. When in late 1994 the Ministry of State Property Control and Privatisation tried to accelerate privatisation and made a declaration that voucher auctions would be held starting in January 1995 the commission of the Supreme Soviet, in which BPF and BSDG MP had strong positions, opposed this proposal under the pretext that the privatisation board acts in violation of the adopted concept of privatisation and legislation, and, therefore, the results of voucher auctions should be annulled. ('Belarussky Rynok', 1994, No.54, p.12).

The problems of the nature and role of local self-government are highlighted better in the document of the United Civic Party (until October 1, 1995 - the United Democratic Party of Belarus). It drafted Chapter 5 of the Constitution of the Republic of Belarus 'The basis for the local self-government' and the concept of the law on local self-government. Nevertheless, the greatest contribution to the propaganda of the role played by the bodies of local self-government in the cause of the development of democracy and reforming the economy was made by the Lev Sapiega Belarusian Republican Fund of Support for Democratic Reforms which held during the recent years a number of seminars on the problems of self-government and drafted several laws which, in case they are adopted, would radically reform the system of local authorities.

However, those were inconsistent actions by new actors of politics, and they were not supported by the political elite in both the supreme bodies of power and by local authorities.

Among other reasons for the failure of local Soviets to act as initiators of the privatisation of municipal property was its perception by the authorities not as an economic process or a prolonged and complex economic transformation directed at the creation of a new owner who will be able to 'set enterprises going', but as a separate political act or keeping to the 'fashion' of privatisation. The non-economic attitude towards privatisation has lead to the fact that it is implemented in accordance with stereotypes (insufficient techniques of evaluation, groundless bans on production restructuring of enterprises etc)., and the choice of forms, methods and techniques of privatisation is small although every enterprise has its own experience, strategy of survival and development. The same non-economic attitude restricts the use of auctions and competitions as the most market-like forms of privatisation.. Effort to administer privatisation by superior bodies of power contradict to operative legislation because policies of small privatisation should be defined by local authorities. However, if we take into consideration the general political atmosphere in the country we will easily understand why those who want to take the initiative in the cause of privatisation are so few. Nevertheless, we should note that executive committees of some local Soviets (Minsk, Grodno and others) met serious difficulties on the way to further privatisation and addressed to the Ministry of State Property Control and Privatisation in which they propose furhter steps to making the privatisation of municipal establishments less complicated. It is difficult to say what they destiny be. So far, one this is obvious, i.e., much will depend on the results of the elections to the Supreme Soviet and local Soviets.

4. Conclusion
Analysis of legislation regulating the legal status of local self-government proves that the latter does not actually exist as an operating form of the organisation of power on the regional level. Self-government is completely replaced by the presidential 'vertical' which managed to take over control over executive committees and transforms them from the bodies of local Soviets into the bodies of executive power of the state. The old disbelief of the supreme bodies of the state in the capability of local authorities to use their rights independently and, which is more important, 'properly' has become hypertrophied. This has actually paralysed activity of local Soviets on the denationalisation and privatisation of municipal establishments.

Formally giving the right to local Soviets to adopt programmes of privatisation and approve lists of municipal establishments in line for privatisation, the state represented by the Supreme Soviet and the Cabinet of Ministers still considers municipal property to betheir own property though on a lower level rather than property owned by the bodies of local self-government. If this property was really owned by local Soviets the problems of denationalisation and privatisation could be solved on the local level, and executive committees of local Soviets did not have to ask the superior bodies to amend the existing instructions regulating the forms, methods and techniques of privatisation. We would not have come to the paradoxical, if not ridiculous, situation when it is necessary to ask the Vice-Premier to allow to reduce the price of an enterprise which is put for repeat sale, and the President personally takes the decisions on the alienation of municipal establishments which cost more than 600,000 Belarusian rubels ('Belarussky Rynok', 1995, No.33, p.12; No.35, p.12).

As the state was and still remains the predominant owner, it has to have a respective establishment to manage property, and the latter was created in the form of the presidential vertical, after which economic management took the form of political administrating. Similarly to our recent past when the Communist Party was the vanguard force of society.

A lack of local self-government, monopoly of the state on municipal property, faults of legislation regulating the rights of local Soviets in the transformation of the economy, which reflected the 'nanny' attitudes of supreme and local bureaucracy and the politically charged, rather than economic, approach to small privatisation was the main reason for its failure and for the fact that only 3.5 percent of the cost of basic funds in municipal ownership had been privatised by early 1995.

The present situation proves that the supreme state authorities as well as local Soviets, a great number of political parties and many Belarusian citizens are very far from understanding that success of economic reform depends on the transformation of ownership relations.

Only if privatisation is effected on the local level there will be enough space for every individual to take the initiative. It will result in useful experience of liberalism and freedom and allow all people to enjoy its advantages, i.e., going down of prices and improvement of quality of produce and services. The more citizens will be involved in various forms of economic, social, cultural and political life, the stronger local democracy be, and the progress of economic and political transformations in the country will be really irreversible.

