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Abstract

The process of territorial decentralization in Lithuania started in 1995, when the new territorial-administrative reform was introduced. In accordance with the Law on Administrative Territorial Units, Lithuania was divided into the two main sub-national territorial administrative tiers: 10 counties - higher administrative units, whose management was organized by the Government and 60 municipalities - lower administrative units, where self-government was introduced. It appeared, therefore, that regional level of governance was missing. Nonetheless, the Government has started regional development programmes since 1997. First of all, the Law on Regional Development was introduced in 2000. Secondly, the year of 2002 the Parliament accepted the Master Plan of Territorial Development. Both these documents treated region and regional policy in the terms of regional economy – the main aim was to reduce territorial socio-economic differences. The means for achieving this aim, however, were not clear enough until the Government and the Parliament introduced several new documents concerning territorial development vision until 2013. All these documents diverted regional policy towards socio-economic cohesion. The main radical change that happened recently has been the abolishment of the county Governor administration in 2010. All the years since the start of regional policy implementation counties were treated as the main potential substitute for the regions/regional level. After that, situation became very strange. Lithuanian regional policy became very ambivalent, as we can talk about regional policy without regions. Regions are used as analytical concepts subjected to the needs of the Government. The main institutional body implementing/forming regional policy became Regional development council. There are 10 Regional development councils (one in each county). Each council is composed from: municipalities’ mayors (from all the municipalities belonging to that particular county), delegates from local councils, and an authorized person appointed from the Government or Governmental institution. These councils, however, are not very independent as they must work under the directions of the Ministry of Interior (namely, Department of Regional Development). The newly created institutional bodies, nonetheless, represent the efforts of the state Government to form some kind of regional governance system. Usually governance is understood as a process permitting the non-state actors (stakeholders) to participate in the decision making process. Institutional changes and reforms of regional policy led to the centralization of powers instead of decentralization. It appeared that the former deconcentrated system was more favourable for local governments to participation in regional policy. As regional development plans were at the responsibility of the county Governor administration, a bigger number of stakekholders and more openly were able to participate in the process. The current situation seems to be leading from regional governance back to regional government. At least, some basic changes should be done in the main sphere of national regional policy – i.e. reduction of socio-economic disparities. Currently economic side of the problem is of a bigger priority. It could be a proper approach some twenty years ago. Recently, social aspects, namely future orientation indicators (as educations and innovations) should be treated as of not less importance as the economic ones.
Introduction

The process of territorial decentralization in Lithuania started in 1995, when the new territorial-administrative reform was introduced. In accordance with the Law on Administrative Territorial Units, Lithuania was divided into the two main sub-national territorial administrative tiers: 10 counties - higher administrative units, whose management was organized by the Government and 60 municipalities - lower administrative units, where self-government was introduced. It appears, therefore, that regional level of governance was missing. Nonetheless, the Government has started regional development programmes since 1997. First of all, the Law on Regional Development was introduced in 2000. The year of 2002 the Parliament accepted the General Plan of Territorial Development. Both these documents treated region and regional policy in the terms of regional economy – the main aim was to reduce territorial socio-economic differences. The means for achieving this aim, however, were not clear enough until the Government and the Parliament introduced several new documents concerning territorial development vision until 2013. All these documents diverted regional policy towards socio-economic cohesion. 

In the year 2010 the administrations of the counties were abolished leaving counties as territorial units only. It appeared that regions will be formed according the demand, by using different territorial units (counties as well as municipalities). As the administrations of the counties were abolished, the main institutional body implementing/forming regional policy became regional development council. There are 10 regional development councils (one in each county). Each council is composed from: municipalities’ mayors (from all the municipalities belonging to that particular county), delegates from local councils, and an authorized person appointed from the Government or Governmental institution. These councils, however, are not very independent as they must work under the directions of National regional development council and the Ministry of Interior (Department of Regional Development). 

All over the world, regional policy is perceived as a very dynamic and broad concept. Various territorial units could be used as the basis for regional formation. As we can see from Lithuanian regional policy, regions can be formed very flexibly, using different spatial areas (counties as well as municipalities). This flexibility is justified by the main purpose of regional policy – dealing with socio-economic inequality. The aim of the Government is, therefore, to identify the remote territories and to divert certain assistance in time.

Lithuanian regional policy is very ambivalent, as we can talk about regional policy without regions. Regions are used as analytical concepts subjected to the needs of the Government. The purpose of the article is to reveal the role of local governments in this complicated process of regional policy. For the achievement of this purpose, the following tasks are assigned:

· to present Lithuanian territorial administrative development since 1990 till now, putting the main focus on the position of local governments in regional policy;

· to present and analyze current institutional system of regional governance, revealing the particular role of local governments in this process.
While implementing these tasks, the official documents are analyzed (laws, Governmental regulations, national and regional strategies, regional and local documents etc.), the other scientific resources are used as well.
1. Divisional approach
The presence (or absence) of regions in Lithuanian territorial administrative division is a long story of more than twenty years haunting government and scientists. This story might be divided into several phases of development. I prefer to distinguish four periods of development, each of one encompasses a completely different approach (idea/vision) of regional structure and regional policy in Lithuania:

· The first phase – 1995-1997 – territorial administrative reform (no regions, no regional policy, no regional governance);
· The second phase – 1997-2002/2005 – initiation of regional policy, various visions of regional development and regional level of government/governance (counties as the main potential regional substitutes);
· The second phase – 2000/2005 – 2010 – counties, county Governor administration as the main actors (stakeholder) of regional development.
· The fourth phase – 2010 till now – abolishment of county governor administration, new stakeholders of regional development policy.
According the Law on the Territorial Administrative Units and their Boundaries (adopted 1994 July 9th No.I-558
) since 1995 Lithuania is divided into 10 higher administrative units – counties, and 60 municipalities. According the Law: “the county shall be a higher administrative unit of the territory of the Republic of Lithuania the governance wherein is organized by the Government of the Republic of Lithuania pursuant to the Law of the Republic of Lithuania on Local Self-government and other laws
” (this norm has been legalized in the Constitution by 1992). The Law states that “the county shall be formed from the territories of municipalities characterized by common social, economic and ethno-cultural interests”. According the same Law a municipality has been named as “a territorial administrative unit of the Republic of Lithuania which is governed by the municipal council elected by the community of residents pursuant to the Law of the Republic of Lithuania on Local Self-government and other laws. The municipality shall be formed from residential areas. Its territory may be divided into territories serviced by wards. The main criteria for forming a municipality shall be its preparedness to manage and maintain its environment, municipal economy, provide services to residents and perform other functions provided for in the Law of the Republic of Lithuania on Local Self-government.”

Enormously huge amounts of reforms led that a competency of the higher administrative units was not properly separated from state and municipal competency. As it appeared later, this division was not optimal in terms of governance, territorial boundaries, and number of residents (inhabitants). Experts from the EU Commission (Lithuania was seeking membership in the EU at that moment) pointed it as a problem at once. According the Commission report, the created higher administrative units – counties – were not proper units to be treated as regions in its European understanding. Counties were not proper units to replace regions in territorial as well as administrative understanding. Evaluating all this, in 1997 November 27th the Prime Minister of Lithuanian Republic signed a decree No.533, according to which, a Working group was established. The main task of this Working group was to solve the problem of regions (their appearance in Lithuanian territorial administrative division) in Lithuanian regional policy. It had to evaluate all possible alternatives and provide for a solution how to organize Lithuanian territorial administrative division (corresponding to the European NUTS system). The other task of no less importance was to provide for a solution of how Lithuanian regional governance should be organized. It encompassed such questions as institutional organization of regional policy, strategy of national regional development, and the other complex problems. The Government adopted a Resolution No.902 on 1998 July 21st. According this Resolution, it was agreed to the proceedings of the Working group. 
The proceedings of the Working group and the Resolution resulted in the year of 2000 when the Law on Regional Development (the last amendments adopted 2010 July 20th – No. VIII-1889) has been adopted. According the Law, “region shall mean an integral part of the territory of the State wherein the national regional policy is under implementation”. National regional policy, respectively, “shall mean purposeful activities of state institutions and other entities which make a differentiated impact on the socio-economic development of the State’s regions with a view to reducing socio-economic disparities among the regions as well as an imbalanced development within the regions and encouraging a balanced and sustainable development of the entire territory of the State”. Initially, the Law and the other various documents seemed to be tending towards the two main directions: in a short term perspective counties had to be treated as temporary substitutes of regions until the introduction of ‘real’ regions in Lithuanian territorial administrative division in a long term perspective. Following this line of development, in 2001 society was introduced with three projects of potential regional level of governance (LR Government, 2001). Sometimes seems that at that particular time the Government of Lithuania was overtaken by a chaos, while almost at the same time (the year of 2002) the Master Plan of Lithuanian Territorial Development was adopted. According this Master plan (LR Seimas, 2002), all Lithuanian territory should be treated as divided into the four particular layers (levels, according the urban hierarchy), one of which is the regional one, consisting from five regional centers and their respective territories.
Several years after this Master plan, several new documents concerning territorial development vision until 2013 were adopted. All these documents diverted regional policy towards socio-economic cohesion. This time regional policy directions followed the Master plan, though counties remained as the main statistical territorial units, and the county Governor administrations remained responsible for many regional issues (at least their administration).
Situation changed radically as the new post-crisis Government in 1998 presented its programme where the abolishment of the county Governor administrations until the year of 2010 was introduced. Initial (and the main) aim of this radical reform was the idea of budget money saving. Secondly, this reform appealed towards the reduction of bureaucratic institutions. In case to be clear, abolished were only the county Governor administrations. Counties as territorial units remained intact, composed from respective municipalities. The Law on Regional Development was amended due to this reason. Since 2010, “the national regional policy shall be implemented in the State’s territorial administrative units – counties and municipalities. Regional development planning shall be carried out in the counties.” As there were no more governmental institutions left at a county level, according this reform, local governments were supposed to get more powers in regional development policy. Regional development councils, composed namely from the mayors of respective municipalities and delegated councils’ members, seem to prove this idea. Reality, however, provides a very different view that is presented in the following chapter.
Conclusion. Regional policy in Lithuania is implemented without regions as territorial administrative units. The main (territorial) actors are municipalities (local self-governments) organized territorially in the boundaries of a county or according the need.  

2. Institutional approach
The main bodies implementing Lithuanian national regional policy (according the Law on Regional development and other official documents) are these:

· The Government;

· Ministry of the Interior;

· National regional development council;

· Regional development councils.

As the system is centralized, these bodies should be treated as a vertical, “top-down” hierarchy. Municipalities are able to participate actively at the very bottom of the hierarchy – Regional development councils. 
According the Law on Regional development, a “regional development council shall consist of the mayors of the region’s municipalities, delegated members of municipal councils and a person appointed by the Government or an institution authorized by it.
,
” The functions and responsibilities of these bodies are presented in the table 1.

Picture 1. Institutional system of Lithuanian National Regional Policy (2013)
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Source: Authors’ consideration of institutional system of the national regional policy according the Law on Regional Development 
Table 1. Responsibilities of institutions according the Law on Regional Development (as last amended in 2010)
	
	The Government
	The Ministry of the Interior
	The National Regional Development Council
	Regional Development Councils
	Regional Development Department under the Ministry of the Interior

	Task
	Formulate and Implement the National Regional Policy
	Implement National Regional Policy 
	
	
	Institution under the Ministry of the Interior and Its Powers in Implementing the National Regional Policy

	1
	approve the priorities of the national regional policy
	approve the rules of procedure of the National Regional Development Council
	consider the goal, objectives and measures of the national regional policy, development strategies for the individual branches (sectors) of economy and submit conclusions and proposals to developers thereof and the Government
	shall approve its regulations and rules of procedure
	prepare a draft regional development plan in accordance with the procedure established by the Minister of the Interior and submit it to the regional development council for consideration and approval

	2
	set up the National Regional Development Council, approve the composition and regulations thereof
	take part in the preparation of the Long-term Development Strategy of the State, as well as development strategies and programmes for the individual branches (sectors) of economy, and be responsible for the implementation of the goal and objectives of the national regional policy
	consider the programme for reduction of socio-economic disparities among the regions and submit conclusions regarding the programme to the Ministry of the Interior
	shall consider and approve the regional development plan
	prepare proposals for the regional development council in relation to the implementation of the regional development plan, the programme for reduction of socio-economic disparities among the regions, the criteria of identification of problem areas and State aid to be granted to the projects under implementation in those areas

	3
	establish the criteria of identification of problem areas. Having assessed the peculiarities of the social and/or economic problems, the criteria for individual problem areas may differ
	submit conclusions to developers (where necessary – to the Government) on whether the legal acts, programmes and other documents establishing key public policy trends are in compliance with the goal and objectives of the national regional policy
	consider problem area development programmes and development programmes for the individual branches (sectors) of economy, submit conclusions and proposals to developers of these programmes and the Government
	shall submit conclusions to the Ministry of the Interior and the National Regional Development Council on the implementation of the regional development plan
	in the manner prescribed by law, participate in preparing and implementing of problem area development programmes

	4
	identify problem areas
	organize the preparation of the programme for reduction of socio-economic disparities among the regions, submit the document for consideration to the National Regional Development Council and, upon its approval, submit it for consideration and approval to the Government
	consider and submit to the Ministry of the Interior conclusions in relation to the regional development programme aimed at improving regional development planning, providing assistance to municipalities in preparing draft projects matching local initiatives and at developing international cooperation in the field of regional policy, and in relation to the use of funds
	shall consider and submit proposals to the Ministry of the Interior and the National Regional Development Council in relation to the programme for reduction of socio-economic disparities among the regions
	having summarised the proposals of the municipalities in relation to the regional socio-economic development projects matching the regional and local initiatives, submit these projects for consideration to the regional development council

	5
	consider and approve the programme for reduction of socio-economic disparities among the regions
	submit to the Government a draft decision on the identification of problem areas
	shall perform other functions prescribed by legal acts
	shall submit proposals to the Ministry of the Interior in relation to the criteria of identification of problem areas and State aid to be granted to the projects under implementation in those areas
	coordinate the activities of municipal institutions and social and economic partners in their implementation of the adopted decisions related to the implementation of the national regional policy in that region

	6
	approve problem area development programmes
	prepare problem area development programmes, submit them for consideration to the National Regional Development Council and, upon its approval, submit them for approval to the Government
	
	shall submit proposals to the Government and the Ministry of the Interior in relation to the problem area development programme and the implementation thereof
	perform the functions of the secretariat of the regional development council, collect the documents adopted by the regional development council and the conclusions of the working groups set up by the council

	7
	form regions from several bordering counties or municipalities, establish the procedure for setting up their development councils
	consider development strategies for the individual branches (sectors) of economy, the proposed measures of State aid for regional development and, upon assessment of efficiency of these measures, submit to the Ministries conclusions on whether they are in compliance with the goal and objectives of the national regional policy
	
	shall consider proposals by municipalities and state institutions in relation to socio-economic development projects submitted in the course of implementation of the programmes for reduction of socio-economic disparities among the regions, problem area development programmes, the regional development plan, municipal strategic development plans and the national EU structural assistance programming documents; in accordance with the provisions of the national EU structural assistance programming documents, other strategic planning documents and territorial planning documents and in accordance with the procedure established by the Government, shall select projects and draw up and approve the lists of projects proposed to be funded
	organize discussions with state institutions and municipalities and social and economic partners on the regional development planning documents under preparation, and, in accordance with the established procedure, provide information to the state institutions, municipalities and the public on the preparation and implementation of the regional development plans

	8
	
	provide consultation to regional development councils in relation to the regional development plans under preparation, and submit proposals on their improvement
	
	shall elect the chairperson of the regional development council and his deputy, and shall dismiss them from office
	perform other functions provided for by laws, resolutions of the Government and regulations of the institution under the Ministry of the Interior

	9
	
	provide information to the National Regional Development Council in relation to the implementation of the regional development programme aimed at improving regional development planning, providing assistance to municipalities in preparing draft projects matching local initiatives and at developing international cooperation in the field of regional policy, and in relation to the use of this programme, as well as administer the funds of the regional development programme
	
	may set up working groups and authorize them to examine specific issues within the powers of the regional development council and submit conclusions in relation to the issues, shall consider and adopt decisions in relation to the submitted conclusions
	

	10
	
	organize the meetings of the National Regional Development Council
	
	shall perform other functions prescribed by legal acts
	

	11
	
	submit proposals to state institutions and municipalities in relation to the implementation of the programme for reduction of socio-economic disparities among the regions and problem area development programmes
	
	shall consider proposals regarding the representation of the region in international organizations on regional cooperation and regarding cooperation with the regions of other states
	

	12
	
	organize discussions with state institutions and municipalities and social and economic partners on the regional development planning documents under preparation, provide information to state institutions, municipalities and the public on the preparation and implementation of the programme for reduction of socio-economic disparities among the regions and problem area development programmes
	
	
	


Source: The Law on Regional Development (As last amended on 2010 March 30th  – No XI-709)
As provided in the picture 1 and in the table 1, we can identify the three main areas of institutional participation in National regional policy:

· Identification of socio-economic disparities, creation of a programe, and its implementation;

· Identification of problem areas (territorial as well as sectoral), creation of development plans, their implementation;

· Regional development plans (creation and implementation).
We have, therefore, several institutional levels with different competencies and powers. 

First of all, we have an overall “top-down” national level. Ministry of Interior, acting in accordance with national long-term development strategies (as “Lithuania 2030”, National (pazangos) programme, etc.) and under the influence of European development strategies (as “Europe 2020”), aims to seek for territorial cohesion. As the aim of the cohesion is to minimize (reduce) socio-economic disparities, the main task for the Ministry is to prepare the programme for reduction of socio-economic disparities among the regions and take responsibility for the implementation of this programme. In such a case, Ministry is totally responsible to the Government. All other institutions participate as information source for the creation of the problem.
Secondly, we have one more “top-down” level (administrative): problem areas. Regional development councils are responsible for the timely identification of such areas in the respectful county. The Councils are able to propose solutions for the problem solving. The role of the Councils, however, is more of a deliberative character. The main institution in the whole process starting from identification and ending with implementation is, again, the Ministry of Interior. According the law, the Ministry “submits to the Government a draft decision on the identification of problem areas; prepares problem area development programmes, submits them for consideration to the National Regional Development Council and, upon its approval, submits them for approval to the Government”. The same Law on Regional development states that “the state institutions and municipalities which received recommendations from the Ministry of the Interior in relation to the implementation of the programme for reduction of socio-economic disparities among the regions, problem area development programmes and regional development plans must provide the Ministry of the Interior with reasoned information specifying the recommendations which have not been taken into account.” It means that municipalities which were identified as the problem (territorial) areas are directly responsible to the Ministry of Interior about the implementation of regional policy. This is an absolutely centralised approach/centralised policy and seems to be the only one sphere where local government of respectful municipality falls under the direct regulation from central government and is responsible for the government instead of its residents/inhabitants. National regional development council appears as the main intermediary agent encompassing all the three phases, i.e. identification, creation, and implementation. 
Thirdly, at least, appears a “bottom-up” level. Regional development councils, composed from municipal representatives, “consider and approve the regional development plans”. As well, these councils “consider proposals by municipalities and state institutions in relation to socio-economic development projects; (…) [they] select projects and draw up and approve the lists of projects proposed to be funded.” This seems to be a competency of quite a big responsibility. Nonetheless, the situation appears to be quite ambivalent, as the main body that “prepares a draft regional development plan in accordance with the procedure established by the Minister of the Interior and submits it to the regional development council for consideration and approval” is the Regional Development Department under the Ministry of the Interior. The situation seems to appear quite ambivalent. The first issues of the Law on Regional development (the year of 2000 and 2002) dedicated this role to the county Governor administration. It (i.e. county Governor administration) was responsible for the development a plan (of all phases starting with identification and ending with implementation). As analysing regional development plans (they were adopted before the abolishment of the counties) lots of different stakeholders were truly involved in the creation process: administration personnel, municipalities’ representatives, and social partners. Abolishment of the county Governor administration institution led to the centralisation of regional policy and the concentration of powers almost in one hands – i.e. the Ministry of Interior. In such a case it is very difficult to talk about the shift from regional government towards modern regional governance. Participation of different stakeholders in the process of regional development is left to happen/proceed “under cover” (or, if to be more precise, behind the closed door of the Department).
Conclusion.  Institutional changes and reforms of regional policy led to the centralization of powers instead of decentralization. It appeared that the former deconcentrated system was more favourable for local governments to participation in regional policy. As regional development plans were at the responsibility of the county Governor administration, a bigger number of stakekholders and more openly were able to participate in the process. The current situation seems to be leading from regional governance back to regional government.
3. Territorial approach
As appears from the analysis of official Lithuanian regional policy documents (various strategies and laws), our regional policy is aimed primary towards the reduction of socio-economic disparities among various territorial and sectoral units. The main emphasis, therefore, falls on territorial cohesion. The Government has a very important task to identify the remote areas in time and to provide for an adequate financial (and all possible other) assistance. It needs sufficient indicators, therefore. 
According Lithuanian Regional policy strategy (LR Government, 2005), Lithuanian Government programme (LR Government, 2011), and other documents, the main indicators used in the development of regional policy priorities, i.e. territorial cohesion, are these: income from paid employment per capita per month (average disposable income per capita per month) and average annual unemployment rate. Additionally, GDP/per capita, FDI/per capita, MI/per capita, VA in different sectors (namely, agricultural), unemployment rate, and average gross monthly earnings have to be evaluated.  
Most usually, disparities among counties are calculated at national level, leaving for the municipalities to evolve disparities within a particular county. If we take into account that counties are not regions and that Lithuanian regional policy is implemented without having objective territorial units that could be named as regions, we argue that both of territorial levels, i.e.  counties and municipalities, should be analyzed instead.
Another problem is, according us, that these particular indicators are more oriented towards the evolvement of economic problems rather than the social ones. It could be quite a justifiable approach if we have in mind that in many countries (and scientific research as well), regional policy is aimed to reduce economic disparities firstly, and only then start coping with social problems. Economy goes one/two steps in front of social sphere. We would argue that this is not a very proper approach. It is absolutely necessary to calculate several more indicators encompassing education (higer), (socialines ismokas), municipal revenue and expenditure.  
Picture 2.
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Source: Authors’ own calculations

Picture 2 presents problem areas distinguished by the Government for the period until 2013 and authors’ proposed potential problem areas using different calculations (encompassing indicators introduced above). The analysis presented the possibility to indicate twelve municipalities that should fall under the programme of the problem regions in Lithuania. In comparison with the current fourteen municipalities where the Governmental programme of the problem regions is implemented, only six municipalities overlap. It is questionable why under the Governmental programme fall such quite well developed municipalities as Mažeikių rajonas, Rokiškio rajonas or Jonavos rajonas. The research, however, did not indicate Skuodas rajonas which socio-economic development data is not very good. Moreover, it clearly reveals that some social aspects concerning future orientation remain underestimated in the Governmental programmes. Territories with poor education and innovation (R&D) indicators remain weak in economic terms as well. National regional policy, therefore, should not only be oriented towards reduction of socio-economic inequalities, but towards the development of future orientation indicators. 
Conclusions
Regional policy in Lithuania is implemented without regions as territorial administrative units. The main (territorial) actors of regional policy are municipalities (local self-governments) organized territorially in the boundaries of a county or according the need. 

Institutional changes and reforms of regional policy led to the centralization of powers instead of decentralization. It appeared that the former deconcentrated system was more favourable for local governments to participation in regional policy. As regional development plans were at the responsibility of the county Governor administration, a bigger number of stakekholders and more openly were able to participate in the process. The current situation seems to be leading from regional governance back to regional government. Institutionally, local governments (municipalities) are not of the first importance in regional policy processes.
At least, some basic changes should be done in the main sphere of national regional policy – i.e. reduction of socio-economic disparities. We argue that currently economic side of the problem is of a bigger priority. It could be a proper approach some twenty years ago. Recently, social aspects, namely future orientation indicators (as educations and innovations) should be treated as of not less importance as the economic ones. 
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� As last amended on 2010 March 30th  – No XI-709


� Since 2010 this norm has been changed the following way: “The county shall be a higher administrative unit of the territory of the Republic of Lithuania the governance wherein is organized by the Government of the Republic of Lithuania in the manner prescribed by law”.


� The composition of a regional development council shall be approved by the Minister of the Interior within three months after the announcement of final results of elections to municipal councils. A member of the regional development council authorized by the Minister of the Interior shall convene the first meeting of the regional development council and chair the meetings of the regional development council until the council elects its chairperson.


� In cases where regions are formed by the Government, the procedure for setting up regional development councils shall be established by the Government in accordance with this Law.





