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A destiny of local finance in Belarus:  centralisation or decentralisation?

Introduction
         One of the steps in promotion of Belarus to the European Charter of Local Government
 are projects of the new conception of local government is being developing.  It  should be touched  new approaches to development and construction of the regional and local finance, expansion of  taxation and  budgetary decentralisation,  expansion of taxation  power of the regional and local governments,  commensurate  of their expenditure assignments with financial sources,   allocation of   local finance from the State financial system. In this context the certain preconditions for regional and local financial management reformation in a direction of the fiscal decentralisation standards are already looking through. 
 Last years the Belarus local finance developed in a “vein” of macroeconomic stabilisation. Mid-annual rates of GDP for the 2000 – 2005 year  period  have made 7,1 per cent.
  The GDP growth on a background of reduction in rates of inflation has been carried out. The consumer price index has decreased for this period from 269.0  to 110.3 per cent
. Therefore rate of refinancing (discount rate) of the National bank of the Republic of Belarus (Central bank) has accordingly decreased from 130 to 11 per cent yearly.  The share of local budgets in GDP has reached in significant size and has made 19,3 per cent to end of 2005. It is quite comparable to that ratio in the developed countries. In comparison with some Central European and Baltic countries the ratio of local budget expenditures to GDP is higher in Belarus (Horvath, 2000, p.34). So, for the 2000 - 2005 year period  serious macroeconomic preconditions for local finance development in direction of financial decentralisation have been created.
The issues of local finance development in Belarus, however, are substantially focused on a correspondence between a level of financial resources decentralisation of the State and the local authority’s taxation power degree.  It is the burning issues in Belarus local government finance are to be concerned in this article. 

1. Basic Legal Framework and Local Government Finance Regulation

In Belarus, according to national legislation, there are two levels of government: the central or national government and the subnational government. The  local  level  consists of the  region [oblast], the county [rayon], the city with region status, the city with rayon status, the urban settlement, the urban district, the rural settlement and the village 
 . Oblasts, rayons and cities with region status represent are a higher level  of local government and they have separate fiscal relations to  state government. Other units represent lower levels of local government and their financial relations are subordinated to  higher-level units. But, in fact they do not have their own local budgets and function on the basis of cost-estimated financial plans [smet]. Their economic functions are virtually ignored.   The practice of Belarus subnational governments shows that the lower levels of local government cannot execute their full budgetary rights and depend on the budgetary decisions of the central government (as well as those of the oblast or rayon). 

Actually, public administration in Belarus has a structure of four levels. On the first level is the Central or National government; the second level includes six oblast governments (Brestskay, Vitebskaya, Gomelskaya, Grodnenskaya, Minskaya, and Mogilevskaya)  and the Minsk (capital of Belarus) city government. The third level comprises 117 rayons and eighteen cities with oblast status  and finally, the forth level consists of 1,469 units, including cities with rayon status, as well as urban and rural settlements.  Each territorial unit is guaranteed budgetary independence, although this clause of the Belarus Constitution is not effectively implemented. The rights of territorial governments at the regional and rayon levels to execute independent fiscal power is very limited, as executive power of locally elected bodies is increasingly delegated to local state administrations of oblast and  rayon levels.                                  

In Belarus the differentiation of expenditure assignments is similar to the practice of differentiation in the developed countries. The administrative expenditures of the central authorities, national defense and environmental expenditures are financed from the Central (Republican) budget. Hospital maintenance, garbage collection and other functions provided by the local level are funded from local budgets. Formally, the oblasts and rayons provide fixed subsidies to public utilities and to transport organisations for the maintenance of roads with regional status. They divide with the center the responsibilities for the funding of rather amorphous joint expenditures, including those for education, public health services, social policy, and grants to the economy. 

As an analysis of revenue assignments reveals, there is no precise attachment of basic expenditure  functions (e.g., public health services, education, or national security) to some corresponding governmental tier.  Legislative differentiation of expenditure assignments is reduced to a simple principle: each budget bears the responsibility for funding those organisations which are within its jurisdiction. Current legislation fixes expenditure assignments for the base budgets of rayons and cities of oblast status, without granting  essential autonomy in determining the amount of funding . As practical experience shows, the unfunded mandates are assigned to local budgets very frequently. 

Legislation pertaining to local governments in Belarus provides for at least three finance regulators.  The first is the Belarus Constitution in which one chapter is devoted to local government and self-government institutions. It determines the strategy of  local government and self-government  However, local government and self- government in Belarus are strictly dependent on central government action. There is no clear or precise boundary between local and central authority. As is typical, the Constitution does not clarify this relationship, but does so in subsequent editions. There is article 119 of the Belarus Constitutions which proclaim the appointment and dismissal of local executive and administrative heads by the decrees of the President of the Republic of Belarus. 

The Belarus Constitution provides for State intervention in local affairs in a manner that does not promote local governments or territorial communities as independent (“self”) organisations [samoorganizatsii]. State intervention has also caused a division of representative and executive powers at the territorial level as stipulated in article 6 of the Belarus Constitution. This article   declares that State power in Belarus is implemented on the basis of power division in legislative, judicial, and executive branches. Thus, according to the Belarus Constitution there are two independent administrative bodies for territorial units – the local councils of deputies and an executive/administrative council of local governments, both of which are practically independent. By these structures of the Belarus Constitution, the State status of local councils is established. Arising therefrom is a unity of state and local functions, which to a certain degree contradicts the sense of article 4.4. of the European Charter of Local Self-Government. Thus, to achieve genuine autonomy for local government, it will be necessary to make certain changes in the legislative design of local self government freed from the current system of State power. 

The second  regulator is the Law on Local Government and Self-Government, initiated in 1991 and in force to the present after having undergone the revisions of nine editions. The last edition of the Law (May, 16, 2001) firmly fixed the right of the Belarus President to appoint and dismiss the Chairman of executive power of Local Government. The heads of local administrations are also appointed and dismissed by the President of Belarus. So the functional power division of the institutions discussed above are duplicative and unclear. And there is another contradiction in the Law pertaining to the election of the local councils in oblasts, rayons, cities and settlements.  These elected councils appear to be of lesser authority than the executive power appointed by the President. As a result, executive committees are closely connected to the central line ministries (with their power to deliver resources) and consequently have more power over the local councils. Executive committees and local administrations directly execute the functions of Councils, so that representatives of the President at the local level and the elected Councils of Local Government often experience direct conflicts of  interest.  

The third legal regulating system of local government is the Budget Law of Belarus, which is accepted by the Belarus Parliament each financial year. The structure of local budgets, local budgetary parameters, indicators and aggregates, the structure of the own and fixed local taxes, the shared taxes in local budgets, the structure of revenues and expenditures of the consolidated local budget are all a part of this document. The Budget Law, which represents a central adjustment of the financial powers of local governments, links local budgets to the State budget. It reflects the absence of local government budget autonomy, regulating both their revenues and expenditures each fiscal year. As a matter of fact, this part of the regulatory system has assigned to the Center a primary power of taxation over the  local budget process.
Further evolution of intergovernmental fiscal relations and local financial management in Belarus  will demand the introduction into the legislative base of local government the Budget Code and special laws regulating the financial activities of local authorities.
2. Local finance system
    The  local finance system in Belarus  are included the  local budgets, non- local budget funds and targeted sources, the State and municipal securities belonging to bodies of local governments,  loans and borrowings, other sources which are taking place in the property of administratively territorial unit. The major chain of local finance system is the local budgets which belong about 90  per cent of local financial sources. The full set of local budgets at all governmental tiers is presented below  in table 1.
Table 1
Number of local budgets at all local government tiers in Belarus as of 1 of January 2006.
	Administrative and territorial units of the first level 
	Number of local budgets of the first level (budgets of oblast level)
	Number of local budgets of the second level (budgets of base territorial level) 
	Number of local budgets of the third level (budgets of initial territorial level)
	Total local budgets of all levels



	
	
	
	
	

	Brestskay oblast
	1
	19
	237
	257

	Vitebskay oblast
	1
	25
	215
	241

	Gomelskay oblast
	1
	23
	289
	313

	Grodnenskay oblast
	1
	19
	205
	225

	Minskay oblast
	1
	26
	326
	353

	Mogilevskay  oblast
	1
	23
	197
	221

	Minsk city
	1
	-
	-
	1

	Total:
	7
	135
	1469
	1611

	Share of local budgets of several levels (percent)
	0.43
	8.37
	91.2
	100.0


Source: Author’s own calculations based on the oblasts executive power date.
      The main local budget revenues include own and fixed taxes, shared taxes and central government transfers and grants (donations, subsidies and subventions
).  Another part of sources of local financial sources includes mainly non-tax [nenalogovye] financial sources. They are additional revenues and saved financial resources, voluntary fees and user fees, revenues from local debt issues, securities and auctions, penalties for environmental pollution and other non-budget financial resources. However, there are some  targeted and non-budget funds which are included in the structure of  local budgets by the Budget Law. It creates a non transparent picture of local budget sources formation.

     In Belarus the function of collecting taxes, fees and charges is performed by the special Central government  body, the Ministry of Taxes and Tax Collection of the Republic of Belarus. The ministry has a complete network of tax administration units located in the oblasts, rayons and cities  with oblast status. Their function is to collect all taxes within the territory of their jurisdiction, both for the central budget, and for local ones. These tax administrations are totally subordinated to the Central government and managed by them. In the Belarus system of local budgets all local government revenues (taxes, fees, charges and transfers) including local taxes are determined beforehand by the center as stipulated in the annual Budget Law of the Republic of Belarus.  Local authorities can levy only those taxes, fees and charges determined by the Budget Law. In Belarus  the own revenue base consist of own taxes, fees, charges and fixed [zakreplennyh] taxes and  fees.
 They are annually determined by the Budget Law  of the Republic of Belarus , too. 
       Up to 2004 year the Belarus local budget expenditures represent about 70 per cent of public sector expenses. The remaining 30 per cent of public sector expenditures are those of the central budget.  Since 2004 year  the  situation was changed by the including of the Fund of the social defense of population to the Central  budget. Therefore,  the share of public sector  expenses  covered by the Central budget began to grow and on a contrary,  the share covered by the local budgets began to decrease. (see table 2).
Table 2
Funding  of  Public Sector Expenses (in percentages.)

	Public sector expenses 

(welfare sphere )
	2000
	2001
	2002


	2003
	2004
	2005

	
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	Covered by the Central budget
	29.0
	27.3
	31.3
	30.1
	58.9
	60.5

	Covered by the local budgets 
	71.0
	72.7
	68.7
	69.9
	40.2
	39.5


   Source:   Author’s own calculations based on the  Ministry of Finance reports.        

   Over the last decade, the expenditure structure of local budgets has remained relatively constant. As a matter of fact, local budgets have not undergone substantive changes since the Soviet era. Therefore, expenditures have retained their traditional patterns for the social-cultural [neproizvodstvenny] sphere, including maintenance of educational organisations, public health, culture, payments of communal services. The same can be said of the funding of economic branches  in the regions (transport and highways, public utilities, agriculture, industrial building materials, transport communication, trade); capital  investment, state and local government administration, and other expenditures. So, a significant part of local budget expenditures is used on the neproizvodstvenny sphere in the rayons and cities, demonstrating the performance of local budgets with respect to their basic criteria.

3. The steps to decentralisation have been done in local financial management.

   Last years some attempts of local financial relations reformation are undertaken in Belarus.

The Center has delegated some powers of taxation to local authorities in the field of financial administration. Local authorities have the right, for example, to increase or reduce tax rates, to provide exemptions and privileges for certain taxpayers, to establish and change the terms of payment for the land tax, the real estate tax, and for an ecological tax on resources extracted from the natural environment. The right has also been delegated for local authorities to give exemptions from personal income tax for individual taxpayers, for individual businessmen and for other individuals.
       Rights of local authorities on regulation of rates of the tax to the real estate are restored. As local taxes, fees, and duties  are concerned, such as  parking fees, sale taxes in a retail network, duty for the services of hotels, restaurants, campsites, motels, bars, and cafes, the advertisement tax, charges for individuals crossing the national borders, charges for trade preparation of mushrooms and plants can also be regulated by local authorities.    The local authorities can determine the tax rates, the tax base, and terms of payments, objects of taxation and exemptions.  In 2002 this measure has allowed an increase of the revenue base in the local budgets of some of the regions of Belarus. For example, in the Gomelskay oblast the measures for increasing  of local budget revenues  by means of introduction of local taxes and tax collections, increases of the taxation rates by the resource payments and the tax to the real estate has allowed to involve  additional revenues at a rate of 10 per cent  from all taxes collected on their territory
.

        In recent years there has been a tendency on the part of the central government to reduce transfers and grants (donation and subsidies) and the stability of the “own” tax base of local budgets (see table 3).  It may be explained by the stabilizing factors in the national economy of Belarus, economic growth and  the reduction of the inflation rate and the improvement of other macroeconomic parameters.  The structure of local financial sources is characterized by the table 3 below.

Table 3
The revenue structure of the Belarus local budgets for the period of 1999 – 2005  ( in percentage) 
	Local budget revenues: 
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Own and  fixed  taxes 
	36.4
	37.0
	38.2
	45.5
	46.8
	49.5
	43.8

	Shared taxes
	31.2
	32.0
	30.4
	25.5
	23.0
	24.4
	24.8

	State transfers and grants  (donations, subsidies, subventions) from the Central budget
	17.4
	15.2
	16.7
	13.7
	15.1
	16.7
	20.9

	Targeted  and  non-budget funds
	15.0
	15.8
	14.7
	15.3
	15.1
	9.4
	10.5

	Total:
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


  Source: Author’s own calculations based on the  Ministry of Finance reports.

         It is worth mentioning that there was a reduction of  State transfers and grants due to an experiment in local financial management in Mogilev oblast from 2002 to 2004. In that experiment the oblast declined transfers from the Central government intended to cover social-cultural expenditures. However, the local budget of the Mogilev oblast is  consists strictly of so-called national shared taxes. In other words, Mogilev oblast’s budget retains 100 per cent  of the profit tax and 100 per cent of the value added tax collected on its territory. The rates of shared taxes indicated above are planned so as to perform an expenditure assignment completely, i.e. to finance expenditures from taxes and fees collected in a given jurisdiction. 

          The new step in field of financial decentralisation in a local finance became some innovations have introduced in the Budget Law of the Republic of  Belarus for 2007 year.  It is stipulated by the article 7 of the Budget Law of the Republic of Belarus 2007, that taxes (except value add tax) and duties paid by small and medium enterprises and organizations to be created in 2007 (except for the republican unitary enterprises and organizations with shares of the state property), who carrying out enterprise activity within three years from the date of their state registration  are completely enlisted in local budgets (About the Budget of the Republic of Belarus for 2007 year,  2006, p.2).  At the same time certain specificity for the local finance development was peculiar:  
1. The system of local government in Belarus is included in the State government system. Therefore local levels of local management are in an environment of the state government and function in a mode of the state vertical strictly submitting to the higher governmental levels. Moreover, this process has legislatively fixed by Presidential Decree of the Republic of Belarus № 21 (Decree of the President of the Republic of Belarus № 21, 2007, p. 4). 
2. A prominent feature of budget process in a local financial administration is that formation of local budgets is implemented within the framework of uniform with State budget process. It imposes the certain specificity in formation of local budgeting process. According to the Budget Law of Belarus the process of drawing up of local budgets is automatically put in process of drawing up of the State budget. The local budgets in Belarus are not separated from the State  budget system  and  subnational government  budgets are  the components of the State  budget. Its  revenue parts are regulated by the Budget Laws on every fiscal year. A common lack here is the low degree of independence of local budgets: their expenditures are substantially regulated various legislative and the statutory acts established at a central level.
3. Weakness of most local governments, especially of the rural communities.  They are unable to execute their full budgetary rights and must depend on budgetary decisions of higher levels of government (oblast or rayon). The size of these local governments in terms of population (and, correspondingly, of their revenue base) is insufficient to generate enough revenue even to cover their administrative expenditures.
  Decentralisation of financial resources is focused basically on a regional territorial level (oblasts) and on a base territorial level (rayons and cities of oblast status). A weak part of decentralisation there was a local territorial level (rural and urban councils, cities of rayon status councils). Majority of budgets at the local level are functioning in grant regime on the basis of smet 
. It would be necessary, however, to do impact on these chains because these budgets are closest to citizen and their amount is dominating in Belarus local budget system.  As we can see from the table 2, more than 90 % of local budget system belong to  budgets of the initial territorial level .  
4. The process of  local budgets statements at all levels is carried out not from below, and from above. The adoption of local budgets occurs only after the adoption of the State budget. Local councils have no opportunity to adopt their budgets before the beginning of a new fiscal year. Usually, this things happen in January or February of current fiscal year. Therefore, local authorities begin the new fiscal year without an adopted budget. So, the process of planning and adopting the finalized local budgets is based entirely on the decisions of the Central government.
4. Decentralisation of financial resources and taxation power of local governments in Belarus. 

             Presence of decentralisation’s "embryos" in local financial management logically asks a question about the  level or degree of financial resources decentralisation in budgetary system. In Belarus the level of financial resources decentralisation can be characterized by the date displayed in table 4. 
Table 4.

Centralisation and decentralisation indicators for 2001-2006 years in Belarus.

	Indicators
	Years

	
	2001
	2002
	2003
	2004
	2005
	2006

	Level of financial resources’ centralisation in consolidated budget (Central budget + local budgets)

 (per cent to GDP)
	33.4
	31.4
	33.9
	44.2
	47.4
	48.5

	Level of financial resources’ decentralisation in consolidated budget (Central budget + local budgets)  (per cent to GDP)
	66.6
	68.6
	66.1
	55.8
	52.6
	51.5

	Share of Central budget in consolidated budget
	49.2
	47.5
	47.8
	61.0 

	63.6
	68.6

	Share of local budget in consolidated budget
	50.8
	52.5
	52.2
	39.0
	36.4
	31.2


Source: Author’s own calculations based on the date of Ministry of Finance of the Republic of Belarus. 
         Table above shows that the level of decentralisation of financial resources for the analyzed period has decreased.  Nevertheless it continues to be significant and quite similar to the advanced countries.  However, the level of decentralization of financial resources in Belarus still is poorly combined with taxation power of the local governments or the wide rights of local authorities in the taxation. It is possible to illustrate discrepancy between a level of decentralisation and taxing power by the example of the following figure.
Figure 1.

Discrepancies between a level of financial sources’ decentralisation and degree of taxation power in local financial management in 2005 year.


 


  Source: Author’s own calculations based on the date of Ministry of Finance of the Republic of Belarus (without budgetary targeted funds and non - budgetary funds) for 2005 year. 
        In 2005 the local budget share of own revenue was 50.0 per cent of total revenues and the portion of shared taxes and transfers from the Central budget was 50.0 per cent. On the other hand, the extent of the taxation power of local governments was at the rate of nine per cent; i.e., local authorities levied local taxes and charges collected on their territory which amounted to nine percent of all revenues in their local budgets. By contrast, the degree of taxation power of the center in respect to local budgets was defined at a rate of 92 per cent. So, the center almost exclusively retains the right to define the structure of taxes, to establish tax bases, tax rates and the regulation of taxes.
        So, there is an obvious discrepancy between a degree of center tax power  and decentralised financial resources at a local level (own and fixed taxes of local budgets). It should be noted however, that degree of taxation power designated as a share of local taxes and charges, in a reality not to the full means independence of  local governments in the taxation. As local taxes and charges  are concerned,  the Central government by means of the Budget Law strictly orders a set of these taxes, tax bases and range of tax rates. For example, in 2006 unique exception of the local government’s independence in the taxation was a resort collection which made in local taxes and tax collections less than one per cent.   Moreover, the share of local taxes and charges in own revenue base which characterizes local government’s taxation power is steadily reduced for the last years.  If in 2000 their share has made 15.8 per cent and in 2005 they have decreased up to nine per cent.  It is impossible to recognize the given tendency as a positive from positions of local government’s taxation power expansion.

       One of the problems of financial decentralisation development in local financial management is the finding of adequate correspondence between decentralised financial resources at a local level and the rights of local authorities in the taxation. Clearly the degree of local government’s taxation power in this ratio should be raised. Here again the important obstacle is the annual Budget Law acts as a regulator of the local finance in Belarus.

5. Approaches to increase a taxation power in Belarus

         In this context the State policy in the sphere of taxation power expansion should be reconsidered. For this purpose it is necessary to carry out a complex of measures on re-structuring the state and local government and self-government in Belarus. 
     It would be better to reject the Budget Law domination  in sphere of a local finance. This  Law should concern the central (republican) budget only. Sphere of Budget Law’s influence on a local finance administration and intergovernmental fiscal relations should be registered in the Budget Code.
  In the Budget Code should be reflected rights and duties in field of legal regulation of budget expenditures, the order of differentiation of expenditure assignment, correspondence by their tax revenues, organisation of public services funding, intergovernmental transfers and formula of financial equalization. Simultaneously it is necessary to define the common principles of expenditure assignment distribution among the authorities of different levels.  
    An interaction between the central government both the regional and local governments should be carried out through the special commission on  local government and self-government created in structure of the Central government. Such commission  should have the status of ministry and it chairman should have the status of minister with "portfolio" with special immunity. The commission should consist of three parts: 
·  
 The central government’s representatives, 
·  Association of local authority’s representatives, 
·  Local authority’s representatives (authoritative persons from among mayors and chairmen of executive authority). 
         The heads of the commission should annually be changed proceeding from representation of these parts. The sphere of commission problems should become the working out of laws, statutory acts and programs, arrangement of priorities and setting up the problems to be influenced to the local government bodies. The structure of the commission should include a special working groups one of them should concern the public finance issues  and an establishment of optimum taxing power for the local governments.  It is necessary to note that such approach of interaction is successfully used in Poland. 

       The taxation power evolution of the local governments should be carried out by a method of experiments. In sphere of the State policy at a local level it would be expedient the stage-by-stage experiments to put into effect in the field of fiscal decentralisation and expansion of   local government’s rights in taxation.  The experiment should be captured a municipal units of base territorial level. Primarily, it is necessary to involve in experiment a safe local government units, who covering their expenditures by the own revenues and shared taxes to be collected. By these municipal units an opportunity for taxation power expansion has to check up.  At the second stage of experiment a separate municipal units with an insignificant degree of intergovernmental grants and transfers should be involved. At the final stages an unsuccessful local government unit who constantly having an essential budget deficiency should be gradually included in experiment. By the results of local financial experiment it is possible to draw conclusions so that finally correct the model of fiscal decentralisation and put into practice the local financial autonomy in Belarus.
 Conclusion

As has been shown, Belarus is far from achieving successful financial decentralisation. Despite of  the local budget independence proclaimed by the Belarus Constitution, the budget system remains linked in a position of dependence on the State budget system. Local budgets are perceived by the public as vertical components of the state budget system and local budgets are strongly subordinated to the Central budget. A sufficient level of financial resources decentralisation is not corresponding with a taxation power of local governments. A low level of taxing power, absence of local budgetary autonomy, chronic shortages of local government own revenues with respect to local expenditures are consequences of the hyper-centralised policy at the local level.

The further evolution of intergovernmental fiscal relations and local financial management will certainly require a deepening and improvement of the legislative base of local finance management in Belarus.  First, the existing legislative base should be reconsidered and reformed. Clearly, it would be better to reject the Budget Law as a regulator of interbudgetary fiscal relations and local financial management. In actual fact, the Budget Law strengthens the uniform budgetary process and the system of central control over the regions and sub-national governments. 
The amelioration of local financial legislation urgently demands the introduction of new, special laws regulating the financial activity of local authorities. In the view of the present author, the Budget Code should be put into effect.  In the Budget Code  a concept “expenditure assignment”, clarifying the rights and duties of local budget expenditures, of maintaining financial resources and of realizing public services funding, financial equalization formula must incorporate. Simultaneously, general principles of the distribution of the powers of taxation between authorities of different levels (central, regional and local)  should be determined.  
To improve the coordination between the Central budget   and local budgets, it is necessary to create a special commission on  local government and self-government in structure of the country’s  central government.  Such working commission should resolve the contradictions between Central government and regional and local ones in financial sphere (shared taxation between governmental tiers, size of transfers and grants, equalization formula base, non –financed mandates problems, e.t.c).
The further development of local finance should be based on a series of experiments.  In sphere of the State policy at a local level it would be expedient to put into effect the stage-by-stage experiments in the field of fiscal decentralisation and expansion of   local government’s rights in taxation. By the results of local financial experiment it is possible to finally correct the model of fiscal decentralisation in Belarus.
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Share of centralised resources in local budgets (central transfers, grants, shared taxes)  50%








� The Republic of Belarus is the unique country in Europe which till now has not entered to the European Charter of Local Government.


� The figure references located in the text are calculated by the author on a base of the Ministry of Finance of the Republic of Belarus reports and the National bank of the Republic of Belarus reports.


� In Belarus the rate of inflation is valuated by the indicator of consumer price index.


� The Republic of Belarus is divided into provinces or oblasti  without autonomous subunits.  In turn, the oblast is  divided into  districts  or  so-called   rayons.  At the very bottom of the scale are cities with region status, cities  with  rayon status, urban settlements, urban districts and rural settlements and villages with only minor powers.


� The terms “donation”, “subvention” and “subsidy” mean the specific transfers and grants from the Central budget.  Donation is the sum allocated from the budget of a higher level if it is not enough the own and shared revenues for formation of the local  budget. Donations are  given on  irrevocable basis  for the purposes of financial equalization. Subvention is the financial source allocated from the higher budget on specific purposes.  The subventions should be retuned to the higher budgets in case they are  used   on a non targeted  assignment. Subsidy is the financial soure allocated from the higher budget for the purposes of social and economic equalization of tmunicipal unuit  or for purposes of  financial aid of  individuals  and enterprises.


� Own taxes and fees  may be introduced by local authority. However, the content of own taxes,   their tax base and limitations on tax rates are regulated by the Budget Law.  According to the legislation, fixed  (zakreplennye) taxes, fees and charges are assigned to local governments for an extended period by the Central authority.


� The date of  the Financial department of Gomelskay oblast. 


� This term means cost-estimated financial plans.


� Since 2004   the Fund of social defense of population began to be included in the Central budget.  By this reason, therefore, the share of the Central budget in consolidated budget began to grow.


� In this figure we have designated a degree of taxation power of the local governments  as a share of local taxes and charges which can independently be levied  and administered by the local authorities.


� Currently, the project of Budget Code of the Republic of  Belarus have submitted for  discussions and consideration to  the  Parliament commissions  for adoption. 


� Currently, this type of special commission is functioning at the Ministry of Internal Affairs of Poland. 
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